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The Office of the Auditor General (OAG) undertakes both 

Regularity and Performance Audits. The Auditor General Lage 

Olofsson, is the head of the OAG which employs around 140 staff. 

The Auditor General and the OAG shall be independent and 

certifies around 90 Annual Financial Statements each year, while 

undertaking other forms of audits. 

Our Mission is to “Contribute to sound financial management in 

public administration”. We shall perform quality audits in line 

with internationally recognized public sector auditing standards 

and good European practices.  We shall build confidence in the 

spending of public funds. We shall play an active role in securing 

taxpayers‟ and other stakeholders‟ interests in enhancing public 

accountability‟  

The reports produced by the OAG directly promote 

accountability as they provide a base for holding managers‟ of 

individual budget organisations to account. 

The Auditor General has decided on the audit opinion and the 

report on the Annual Financial Statements of the Office of the 

Prime Minister in consultation with the Assistant Auditor 

General, Ibrahim Gjylderen, supervising the audit. 

The opinion and report issued are a result of the audit carried out 

under the management of the Audit Director Bezad Halilaj 

supported by Ilir Abazi (Team leader), Besa Morina and 

Shqiponja Krasniqi. 

 

 

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 
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Executive Summary 

Introduction 

This report summarises the key matters arising from our audit of the 2012 Annual 

Financial Statements (AFS) of the Office of the Prime Minister (OPM). I would like to 

thank the Prime Minister and his team for their assistance during the audit process. 

This audit also includes subordinate agencies within OPM, such as: Kosovo Statistics 

Agency, Food and Veterinary Agency (FVA), Kosovo State Archives Agency (KSAA), 

Agency for Gender Equality (AGE). In addition, a management audit with a focus on 

financial management and internal control systems is carried out within FVA. We have 

prepared a special audit report in relation to this. 

The examination of the 2012 financial statements was undertaken in accordance with the 

internationally recognised Public Sector Auditing Standards (ISSAIs) issued by INTOSAI. 

Our approach included such tests and procedures as we deemed necessary to arrive at an 

opinion on the financial statements. 

Our audit focus has been on: 

 The AFS; 

 Financial Management and Internal Control (including budget management and 

execution); and, 

 Internal Audit System. 

Opinion 

The Auditor General (AG) reports his opinion to Parliament in the format set out in 

Chapter 2.3 – Audit Opinion. Annex I explains the different types of Opinions applied by 

the OAG. The AG‟s report includes an opinion as to the truth and fairness of the financial 

statements.  

The AG‟s opinion is: 

Unqualified Opinion  

In our opinion the financial statements present a true and fair view in all material aspects 

(ISSAI 400 Unqualified Opinion)  
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Overall Conclusion  

The level of work undertaken by the OAG to complete the 2012 audit is a direct reflection 

of the quality of internal control environment implemented by management. Our overall 

conclusion is that: 

The OPM‟s internal control systems are properly designed, but did not function 

effectively and properly in all cases. 

We have been able to take assurance from the effective operation of management controls 

in a number of t areas of internal control and financial management.  However, we have 

also identified weaknesses in some aspects of this system. Weaknesses are detailed 

below.  

In the body of this report, we discuss the quality of financial reporting and our detailed 

audit findings related to the areas of our audit focus. 

Audit recommendations are intended to support the OPM management to improve 

financial controls and enhancing other aspects of operational activity. We have 

considered responses to our recommendations made in 2011 - the current position is 

summarised in Annex II.  

Our key recommendations for the Prime Minister are as follows:  

Through Secretary General of OPM to ensure that: 

Annual Financial Statements 

 AFS explanatory notes are disclosed in accordance with the format and legally 

defined manner, in order that the information is as clear as possible. 

Financial Management and Control 

 The Action Plan sets out a clear timetable for addressing the recommendations 

made with accountable staff members identified - with initial focus on those of 

greatest significance. 

 All reasons for low budget execution during the year are assessed and practical 

options for improvement are determined; 

 Complete and accurate registers on invoiced revenues, segregation of duties 

within revenue management and find ways to timely provide evidence on FVA 

revenues; 

 Control mechanisms on contract management and procurement activities are 

strengthened; 
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 Expenditures are classified in relevant economic categories and codes; 

 Controls related to advance payments are reviewed and level is increased 

ensuring grounded justifications and timely return of funds; 

 Existing controls related to Subsidies are reviewed and additional measures are 

considered ensuring that objectives agreed upon are achieved; and 

 Assets management is in accordance with the relevant applicable instructions.  

Internal Audit System 

 OPM Management considers completing the IAU with additional staff. Another 

option could be to establish IAU within FVA and KSA. 

 

Management Response – 2012 audit 

The management has agreed with our audit findings and are committed to address our 

recommendations.  
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1 Audit Scope and Methodology 

It is the responsibility of the OPM to prepare financial statements under the International 

Public Sector Accounting Standards (IPSAS) for „Financial Reporting under the Cash 

Basis for Accounting‟. The Office of the Auditor General is responsible for carrying out a 

Regularity Audit which involves the 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. 

Audit work undertaken reflected our audit risk assessment for OPM. We have considered 

our understanding of the organisation, the extent to which management controls can be 

relied upon and the level of detailed testing required when determining the overall 

testing required to provide the necessary level of evidence to support the Auditor 

General‟s opinion. 

The following sections provide a more detailed summary of our audit finding with 

emphasis on observations and recommendations in each area of review. An assessment of 

Management Responses to recommendations made in 2011 is in Annex II.  

We have included the significant and other, less significant findings arising from our 

audit. For completeness we have included issues identified at the month 9 audit where 

they remain relevant.  Our findings are defined as:   

Significant - major issues for the attention of those charged with governance and senior 

management which may have the potential to result in a material weakness in internal 

control ; and 

Other - weaknesses identified in our audit where action will offer the potential for 

improvements to the efficiency and effectiveness of internal controls. 

Our procedures included a review of the internal controls and accounting systems and 

procedures only to the extent considered necessary for the effective performance of the 

audit. Audit findings should not be regarded as representing a comprehensive statement 

of all the weaknesses which exist, or all improvements which could be made to the 

systems and procedures operated.   
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2 Annual Financial Statements 

Our review of the Annual Financial Statements considers both compliance with the 

reporting framework and the quality and accuracy of the information recorded in the 

financial statements. We also consider the Declaration made by the CAO and Chief 

Financial Officer when the draft AFS are submitted to the Government.   

The declaration regarding presentation of financial statements incorporates a number of 

assertions relating to compliance with the reporting framework and the quality of 

information within the financial statements.  A number of the declarations are intended 

to provide assurance to the Government that all relevant information has been provided 

to ensure that a comprehensive audit can be undertaken. 

2.1 Compliance with the Reporting Framework 

Overall Conclusion 

With the exception of the shortcomings described in Sub chapter 2.2 - Quality of 

Information, AFS were prepared in accordance with financial reporting requirements – 

Financial Rule no. 07/2011. 

Description  

The AFS are required to comply with a specified reporting framework. We have 

considered and concluded that AFS were: 

 In compliance with Financial Rule no. 07/2011; 

 In compliance with IPSAS requirements and the applicable legal framework; 

 Submitted to MoF – Treasury, within the specified time frame on 31. 01.2013;  

 Prepared only in Albanaian; 

 Prepared in hard and electronic copy; 

 Signed by the CAO and the CFO. 

Issues raised during our interim audit related to the reporting framework are addressed 

by Management.  
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2.2 Quality and Accuracy of Information Presented in the 

Annual Financial Statements 

Overall Conclusion 

Two main financial statements present complete and accurate information on annual 

financial transactions. However, some shortcomings were found in the explanatory notes. 

Several explanations were incomplete and not disclosed. 

We do not consider that the shortcomings identified in the draft accounts (statements) 

show significant weaknesses in accounting or controls which may be material. 

Description  

This section contains information on findings related to AFS preparation. The Financial 

Rule no. 07/2011 determines that each item in the primary statements should be linked to 

relevant information in the notes and that the amounts presented in the report are 

described and commented. 

We have also provided a number of suggestions to improve the narrative disclosures and 

ensure the completeness of required explanatory notes, as follows: 

Recommendations  

 

1. Issue - Lack of information in AFS disclosures – Priority Other  

Finding OPM did not disclose explanatory notes in the AFS in line with FR 

on BO‟s annual financial reporting. Shortcomings were found in 

explanations on Subsidies and Transfers, outstanding liabilities, 

receivables and contingent liabilities. 

Risk Shortcomings identified in the AFS notes, make the AFS readers 

users hard to understand and analyse reported financial 

information. 

Recommendation 1 The Secretary General should ensure that explanatory notes in AFS 

are disclosed in line with the format and the legally defined 

manner so that information is as clear as possible. 
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2.3 Audit Opinion  

Unqualified Opinion  

In our opinion the financial statements present a true and fair view in all material aspects 

(ISSAI 400 Unqualified Opinion)  

3 Prior Year Recommendations 

Overall Conclusion 

The Action plan for addressing the recommendations, despite being drafted, was not 

fully implemented. A number of important issues still remain to be addressed. 

Description  

Our audit report on 2011 OPM‟s financial statements resulted in eleven (11) key 

recommendations. The results from testing show that four (4) recommendations have 

been addressed, six (6) were partially addressed and one (1) recommendation is not 

addressed yet. 

For a more complete description of the recommendations and how they were addressed, 

see Annex II. 

Recommendation 

 

2. Issue - Adressing Prior Year Audit Recommendations – Priority Significant  

Finding Only a proportion of prior year recommendations have been 

addressed, the rest are in process of being addressed. While the 

recommendation regarding advances still remained unaddressed. 

Risk Failure to fully implement several recommendations may cause the 

recurrence of the same shortcomings as those of the previous year. 

Recommendation 2 The Prime Minister through Secretary General should ensure that a 

revised action plan clearly sets out a timetable for addressing the 

recommendations made with accountable staff members identified 

- with initial focus on those of greatest significance. 
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4 Financial Management and Control 

4.1 Introduction  

Our audit approach is focused on understanding and evaluating the actions taken by  

management to secure effective financial management and control.  For individual 

financial systems we seek to identify the level at which actual controls operate. This may, 

for example, be monitoring activity undertaken by senior management or lower level 

operational controls. We consider whether controls are well designed, have been 

implemented as planned and operate effectively.   

Management accepted our advice and conducted a self assessment process, which will be 

further developed with the support of the Ministry of Finance. The initial self assessment 

process is a positive development.  

A special audit report was produced with objective on Financial Management and 

Control within Food and Veterinary Agency (FVA). We assessed whether FVA acted in 

line with the applicable provisions of relevant laws, the policy of public internal financial 

control PIFC), FMC rules and procedures. 

Overall conclusion is that FVA management established appropriate financial control and 

management environment. Control systems were designed in most of the areas providing 

a base for effective and efficient use of public money. However, presence of current 

shortcomings raises the need that certain aspects are further advanced, in particular the 

budget planning and asset management. Management is committed to create an efficient 

structure of control, oversight and responsibilities, aimed through the policy document of 

PIFC and FMC procedures. 

In line with this, we encourage the Prime Minister to ensure that the CEO of the FVA 

addresses the recommendations given in this report.  

4.2 Budget Planning and Execution 

Overall Conclusion  

Despite the progress compared to last year, the level of the budget use should be 

increased. The Management and the budget policies should continue to be advanced, 

particularly in the category of Capital Investment. The unspent budget indicates that the 

organisation failed to implement planned projects. This indicates the need for ongoing 

analysis and assessment of factors affecting low level of expenditures. 
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Description  

We have considered the source of budgetary funds for OPM, spending of funds by 

economic categories and revenues collected. This is highlighted in the following tables: 

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

Description 
Initial 

Budget 

Final  

  Budget1 

2012 

 Outturn 

2011 

Outturn 

2010 
Outturn 

Sources of Funds   9,785,107 11,048,101 9,125,233 7,642,190 9,483,469 

Government Grant -
Budget  

9,402,934 10,227,212 8,603,436 6,779,013 7,819,286 

Carried forward from 
previous year2 –  

0 108,033 1,656 0 0 

Own Source Revenues3 382,173 382,173 261,888 244,099 290,306 

Domestic Donations 0 238,243 218,695 231,420 353,131 

External Donations  0 92,440 39,557 387,658 1,020,746 

The final budget, compared with the initial budget, is higher for €1,262,994. The increase 

is a result of External and Domestic Donations and Revenues carried forward from the 

previous year, totalling to €438,716. The other part of increase was made with budget 

review and Government decisions. 

Compared to previous year, when the budget was spent 76%, during 2012, the OPM used 

83% of the final budget or €9,125,233. However, the level of budget execution is still not 

in satisfactory level. Low level of budget execution was mainly a result of delays in 

implementation of capital projects. 

Public Investment Program includes several ongoing projects from previous year and 

three new ones for the current year. The project of Construction Recycling Factory co-

financed with European Commission was not finalised in 2012, whilst the physical 

progress of the Twinning Project IPA (Instrument for Pre-Accession) was not at the 

expected level. Delays in implementation are also evident in several projects which 

started before 2012. This reflected in failure to execute annual budget. 

  

                                                      
1 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry 
of Finance. 
2 Own Source Revenues unspent in previous year carried forward into the current year. 
3 A Portion of the receipts planned and collected for the Kosova Budget in the current year which was used 
by the entity for financing its own budget.  
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Table 2. Spending of funds by economic categories - outturn against the budget (in €) 

Description 
Initial 

Budget 

Final  

  Budget 

2012 

 Outturn 

2011 

Outturn 

2010 
Outturn 

Spending of funds 
broken down by 
economic categories 

9,785,107 11,048,101 9,125,233 7,642,190 9,483,470 

Wages and Salaries 3,289,915 3,439,982 3,006,973 2,591,845 2,338,439 

Goods and Services  2,632,394 3,504,918 2,955,591 2,543,889 3,252,328 

Utilities 232,798 217,798 135,011 115,215 119,837 

Subsidies and Transfers 1,230,000 1,346,147 1,211,450 951,811 1,118,311 

Capital Investments  2,400,000 2,539,256 1,816,207 1,439,429 2,654,553 

Explanations for changes in budget categories are given below: 

The increase of the budget for Wages and Salaries with €150,067, and Goods and Services 

with €872,524 is a reflection of establishing the Office of the Language Commissioner, the 

establishment of several working committees, and for staff involved in brain fund 

scheme. Increase of budget for Goods and Services also included revenues carried 

forward from previous year, amounting to €108,032 and €92,440 from external donors. 

The Budget for Utilities was reduced for €15,000. This amount was allocated to Capital 

Investment. 

OPM also received grants from domestic donors in the value of €238,243, which were 

allocated for Subsidies and Capital Investment. Subsidies were given to finance the fund 

for the support of multi-ethnic minority media and other special groups. While the funds 

allocated for Capital Investments are intended to support the project - Construction of 

houses for the society‟s endangered categories. Regarding Capital Investments, after 

budget review, FVA project was cancelled while another project was approved. Also new 

capital project was approved for KSAA. 

Grants from external and domestic donors are used for the intended purposes. 

Table 3. Revenues collected for the Kosova Budget – outturn against the budget (in €) 

Description 
Initial 

Budget 
Final 

Budget  

2012 

 Receipts 

2011 

Receipts 

2010 
Receipts 

Own source 
revenues  382,173 382,173 

4,258,169 3,973,745 4,260,832 

External donations  - - 87,953 338,768 546,461 

Total 382,173 382,173 4,346,122 4,312,513 4,807,293 
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From 2012 budget, from the own source revenues fund, for FVA and KSAA needs 

€382,173 were allowed to be spent. The rest of the collected revenues belong to the 

Kosovo Budget (KB). 

Recommendation  

 

3. Issue - Budget Execution  – Priority Significant  

Finding Budget execution was not at the expected level, in particular the 

budget related to Capital Investments and Utilities. 

On the other hand, the budget for Goods and Services was under-

spent, whilst the level of outstanding liabilities was significant. 

This year‟s Capital Projects and those ongoing from the previous 

year were not implemented in accordance with budget plans. 

Delays in project implementation are reflected in the budget under-

spending. 

In addition, only 62% of the planned value is executed in regard to 

Utilities. 

Risk Inadequate budget planning and low execution level resulted in 

reduction of effectiveness of the organization‟s plans. 

Recommendation 3 The Secretary General throughout the year should assess the 

reasons for low budget execution and practical options for 

improving the execution level should be determined. This may 

include: 

• The work with other budget organisations to try to influence 

on similar factors such as (procurement processes) to promote 

intense processes reducing delays and remarks on the process;  

• Proactive monitoring of the expenditures level within sub-

categories, linkage with the MoF to release funds which are 

not expected to be used; 

• Review of budget planning processes in order to ensure their 

sustainability. 
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4.3 Reporting Requirement 

Overall Conclusion  

OPM met the legal requirements for financial and operational reporting. All required 

reports are submitted to the MoF and other institutions, within the required time frame. 

Description  

Besides preparing and reporting AFS, OPM also met other legal obligations for external 

reporting for 2012, such as: 

 Budget request; 

 Quarterly reports including nine month financial statements in time; 

 Final procurement plan and the annual Report on signed public contracts; 

 Reports on internal controls including the self assessment report; 

 Monthly reports on debts; 

 Quarterly reports and the annual report in CHU/IA from IAU, on the work and 

activities  of the internal audit; and 

 Action Plan on implementing recommendations; 

Recommendations 

We have no recommendations in this area. 

4.4 Revenues (including own source revenues) 

Overall Conclusion on Revenues 

We consider that the revenues are collected and managed in accordance with the 

applicable legal framework. However, there are still shortcomings in this area which need 

to be addressed. 

Description  

The total value of annual revenues received in the Single Treasury Account was 

€4,346,122. From these, €87,953 are revenues from external donors. 
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Table 4. Types of revenues according to programmes (in euro) 

Type of revenues 
Programmes /Agencies 

Total 
OPM ASK KSA FVA 

Other administrative fees   6,820 52,311   59,131 

Medical certificate fees    21,410 21,410 

Revenues from confiscations    50,500 50,500 

Revenues from drugs and 
medicaments 

   12,323 12,323 

Sales of Official gazette  72,493    72,494 

Renting of Public facilities   21,920  21,920 

Revenues from Concession  351,742    351,742 

Border sanitary inspections     5,330 5,330 

Border fitosanitary inspections     2,932,633 2,932,633 

Border veterinary inspections     730,687 730,687 

Grants revenues  87,953   87,953 

Total 424,235 87,953 28,740 3,805,194 4 ,346,123 

Under Budget law 2012, from revenue funds, the FVA is allowed to spend €345,597 and 

KSAA €36,576, or a total of €382,173. These funds were dedicated to be spent on Wages 

and Salaries and Goods and Services. Current annual expenditures from the revenue 

funds are €263,544. The remaining part of the revenues of €3,875,966 was collected for the 

overall budget. 

Revenues are recorded  in adequate economic codes. Reconciliation of revenues with the 

Treasury/MoF was performed regularly, monthly and quarterly periods. 

Within FVA, Regional offices and border-crossing checkpoints reported operating 

activities on day-to-day basis, whereas financial reports along with invoices/receipts of 

revenues were submitted to the Agency on monthly basis. 

Financial reporting on monthly basis makes recording, verification and reconciliation of 

revenues with daily bank reports difficult. Such reporting should be more frequent, until 

the application of online financial software for revenue recording. This would allow 

direct communication of information on daily revenues collected by the border-crossing 

offices and regional offices.  

Concerning this, FVA in cooperation with external donors was in process of securing  

online financial software which would be used for this purpose. Implementation of this 

project would eliminate shortcomings identified.  
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OPM during the year collected revenues from rent. During the audit, we noticed 

shortcomings in updating information in terms of receivables. Following our advices, this 

issue was improved by OPM. From the audit of the documentation, we found the 

shortcomings explained below. 

Recommendation 

 

4. Issue - Deficiencies within Revenues management – Priority Significant  

Finding In KSAA, the invoicing, collection and recording of revenues under 

€10 was performed by the same officer. According to Financial 

Rule no. 03/2010, the revenue officer cannot be at the same time 

the collector of public money.   

The KSAA rents space for other public institutions. Evidences on 

tenants‟ liabilities were incomplete. In addition, there were delays 

in paying rent by tenants. 

Risk Lack of evidence for rent revenues, causes uncertainty when it 

comes to the accuracy of liabilities and payments made by the 

tenants. Developing the entire revenue process by the same officer 

is in contradiction to the rules of financial management and 

control.  

Recommendation 4 The Secretary General through KSAA Chief Executive should 

provide complete and accurate financial records for clients. 

Collection of revenues in KSAA is performed by the relevant 

officer such as the organization‟s cashier. Measures on timely 

collection of rent revenues should be increased. 

4.5 Expenditures 

Overall Conclusion on Expenditures 

Further development of controls in some areas related to expenditures is necessary. 

Despite improvements in management of procurement activities, there are still 

shortcomings in this area. Failure to apply the selection criteria related to the bidders‟ 

economic-financial and technical and professional capacities was a common practice or 

occurrence. These criteria are neither required in the contract notice nor in the tender 

dossier. LPP does not oblige this, however, gives the opportunity to the Contracting 
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Authority (CA) to require from operators to meet such criteria. The request to meet these 

criteria, assures the CA that bidders possess the minimum qualifications for 

implementation of public contracts. 

OPM should consider applying such selection criteria, especially within open 

procurement procedures. This would ensure that only bidders who possess professional 

skills, technical and financial capacities meet the terms of relevant contract shall be 

considered qualified to be awarded with such a contract. 

Shortcomings were also noticed in the contracts management. Expenditures were not 

classified in relevant categories and codes, whilst, there were delays in paying liabilities. 

Controls on Subsidies were not efficient enough, and there were problems in closing the 

advances for official travels. 

4.5.1 Procurement 

Description  

The organisation of the public procurement process within OPM is decentralised. 

Agencies operating within OPM, as KSAA, FVA and KSAA prepare their own annual 

plans, and develop separate planned procurement activities. The total value of contracts 

signed through public procurement procedures was €1,189,228.  

In order to verify whether or not the procurement activities are carried out in accordance 

with LPP and other secondary legislation, we tested 22 procurement activities valued at 

€466,200. In addition, we have audited the payments in total value of €1,325,620. 

In the FVA, funding of projects to protect public health, veterinary checks, diagnostic 

research, vaccination of animals, etc., were classified in capital investment. The nature of 

such expenditures belongs to the category of Goods and Services. 

This is a result of not allocating budget in the respective economic category during the 

annual approval by the MoF. FVA raised this issue within the relevant bodies and 

requested that the planned budget for these projects is allocated into the categories of 

Goods and Services. Further addressing this issue depends from MoF. 

Shortcomings identified in this area are disclosed in the following. 
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Recommendations 
 

5. Issue - shortcomings in procedures during procurement activities  – Priority 

Significant  

Finding In two procurement activities performed by the OPM, and the 

Agency for Gender Equality (AGE), in both contract notices and the 

tender dossier, the selection criteria (eligibility)4 are classified as 

desirable and not mandatory. In one case, the winner did not 

provide a certificate from the competent judicial authority.  

The AGE had initiated the procurement activity “Presentation of 

women in written media 2010-2011”, without the Statement of Needs 

and Determination of Availability of Funds. For this  procurement 

activity we were not provided audit documentation on time 

(Tender Dossier of the wining EO). This documentation was 

provided to us during the finalisation phase of the report.  

Two unplanned procurement activities were carried out without 

notifying the Central Procurement Agency (CPA). This finding 

relates to the contract “Presentation of women in written media 2010-

2011”, and the contract “Supply with tires for OPM vehicles”, in the 

value of €18,449. 

Risk Although the winning bids were of lower prices, failure meet LPP 

legal requirements and failure to apply appropriate criteria may 

result in selecting bidders who lack professional capacities, 

economic and technical capabilities to fully complete the contracts.                                                         

Failure to timely provide documentation may create room for 

various interpretations concerning the reasons/motives behind the 

non-provision.  

Recommendation 5 The Prime Minister through Secretary General should ensure that 

procurement activities are carried out according to the LPP 

requirements and other secondary legislation. Tender Evaluation 

Committee should consider all criteria are met by the selected 

operators; 

The (eligibility) Bid Selection Criteria should be of a mandatory 

character for the selected bidder; and  

                                                      
4 By the LPP‟s secondary legislation is required that before signing the contract, the winner must demonstrate 
fulfilment of eligibility requirements (evidence by a competent court, evidence on paying taxes, paying 
liabilities to any public service operator) 
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The CPA should be notified prior to initiating the procurement 

activities for purchases which are not included in the final 

procurement plan. 

To analyse the motives behind of why the documentation was not 

delivered on time, and to ensure that in the following audits the 

complete documentation is ready on time, for audit purposes.     

6. Issue - Contract management and the receipt process is followed by shortcomings – 

Priority Significant 

Finding Within OPM, in five cases contract management plan (CMP)5 was 

not signed between contracting parties. Procurement Department 

assigned the Procurement officer as contract manager. Failure to 

apply management plans by contract managers were noticed 

within FVA in four cases and within KSAA in two cases. 

Also, receiving reports (KFMIS) were not signed by the receiving 

officer for Goods/Services, but by the requesting unit‟s officer. This 

was noticed in OPM in three cases and within KSAA in four cases. 

Risk Failure to implement CMP does not ensure oversight of the 

contract execution. This makes difficult to provide necessary and 

sufficient information on progress of contracts implementation. 

Recommendation 6 The Secretary General should ensure that contract supervision 

process is applied, by providing relevant plans and contract 

managers. The Plan should allow necessary and sufficient action to 

monitor the progress of contracts implementation. 

KFMIS receiving reports should be completed and signed by the 

certifying officer. 

                                                      
5 According to Article 81 of the LPP, the contracting authority is required to draft a contract management 
plan, including issues of organizational, economic, technical and legal aspects. The plan must be agreed and 
signed between the parties involved prior to the initiation of its implementation. A staff member from the 
requesting unit who has appropriate skills and experience are assigned Contract Manager. 
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7. Issue - Classification of expenditures within inadequate codes and economic 

categories – Priority Significant 

Finding Payments in value of €118,890 for the project “Continuing the 

construction of 32 houses for endangered categories of Kosovar society”, 

were made from the category of Capital Investment. The nature of 

such expenditure belongs to Subsidies; 

Except economic categories, shortcomings are noticed when 

expenditures were classified in economic codes. Use of wrong code 

is noticed within seven (7) cases, in OPM and in all its subordinate 

agencies. 

Risk Classifying expenditures in inappropriate economic codes and 

categories resulted in incomplete and inaccurate information on the 

amount and type of assets or investments made during the year. 

Recommendation 7 The Secretary General should provide adequate controls to prevent 

recording of expenditures in wrong categories and codes. 

8. Issue - Shortcomings in committing funds – Priority Significant 

Finding Procedures for Committing Funds for purchase of laboratory 

equipment in FVA were not properly carried out. Paying LC MS 

equipment was made by two commitments with different 

economic codes. 

Three (3) commitments in the value of €2,651 were made after 

Goods and Services were received, respectively, after the invoice is 

received. This is noticed in OPM, AGE and KSAA. 

Risk Entry into liabilities without committing funds increases the risk 

that the organization cannot finance purchase projects. 

Recommendation 8 The Secretary General should ensure that funds are committed 

beforehand, so that planned projects can be carried out in line with 

objectives. 
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9. Issue - Delays in payment of invoices/liabilities – Priority Significant 

Finding We have identified ten (10) cases where invoices/liabilities to 

suppliers were paid after the legal deadline of 30 days expired. 

Delays in payment were found in the OPM and its agencies. 

Risk Delays in paying invoices may create uncertainties regarding 

financial liabilities to suppliers. Failure to pay liabilities within the 

legally set deadline creates prerequisites that annual budget is 

executed untimely and in inappropriate level. 

Recommendation 9 The Secretary General should identify the causes for payment 

delays and take actions to ensure that they are completed within 

the expected deadlines. 

10. Issue - Purchase Order after the invoice and Goods and Services were received – 

Priority Other 

Finding We found that in ten (10) cases, purchase orders were prepared 

after Goods/Services and invoices are received. 

Risk Receiving Goods and Services before the purchase order may result 

that their type, quantity and quality is not based on the 

requirements and real needs. 

Recommendation 10 The Secretary General should ensure that any order for the supply 

with Goods and Services is preceded with the purchase order.   

4.5.2 Other expenditures 

Description  

Testing of samples in this area identified cases where advances were neither justified nor 

closed in time. Even though, at the beginning of the year advances amounting to €20,730 

were closed, a considerable part remained open. 

Description    

Other Expenditures are related to all those purchases which, due to their nature, are not 

subject to public procurement procedures. These include land line phone costs, per diems 

for official travels, representation expenses, utilities, etc. We examined payments in the 

amount of €47,036 from this expenditure category. 
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AI MPS 2004/07 on official travels and the Treasury Financial Rule no. 02, require that 

official travel advances are closed and unspent amounts are returned to the bank account 

within two weeks after returning from the trip. In this regard, we found: 

Recommendations  

 

11. Issue - Advances for official trips not closed - Priority Significant  

Finding Advances for official trips abroad were not closed and justified 

within the legal time limit. The value of the advances not closed, at 

the end of the year, was €52,990. According to AFS, open advances 

date from 2009 in the value of €3,000, from 2010 in the value of 

€2,100, and those of 2012 in the value of €47,890. 

Risk Delays in closing advances increase the risk for funds not being 

returned. It also concerning whether these funds are used 

efficiently and for the purpose intended. 

Recommendation 11 The Secretary General should ensure that controls related to 

advance payments are reviewed and the control level should be 

increased in order to ensure sustainable justifications and return 

the funds in a timely manner.   

4.5.3 Remunerations ( Wages and Salaries)  

Description  

At the end of 2012, the OPM including its subordinate agencies had 551 employees, out of 

622 positions planned and approved by the Law on Budget. Annual expenditures of 

Wages and Salaries, including taxes and pension contributions, were €3,006,974, or 87% 

of the planned budget for this category. 

From 35 selected samples we have tested recruitment activities, calculation of salaries, 

contracts, maternity leave and unpaid leave, annual performance appraisal, and 

maintenance of personnel files. From testing samples, we did not find any shortcomings 

worth mentioning. 

Recommendations 

We have no recommendations in this area. 
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4.5.4 Subsidies and Transfers  

Description  

Funds spent as Subsidies were in the amount of €1,211,450 or 90% of the budget 

appropriated for this category. Most of the Subsidies are given to non-public entities. 

Subsidy beneficiaries were also public entities and individual beneficiaries. 

We tested twenty (20) subsidies given in value of €362,065. We found that supervision 

and funding of projects is followed by the shortcomings disclosed below: 

Recommendation 

 

12. Issue - Lack of controls and deficient financial reports from Subsidy beneficiaries - 

Priority Significant  

Finding In the agreement between the AGE and subsidy beneficiaries, the 

latter was required to submit financial reports supported by 

original invoices. In two cases in the AGE, Subsidy beneficiaries 

failed to properly present expenditures incurred. Some of them 

were not supported with invoices and evidence, e.g. some invoices 

for stationeries, etc. This is related to the project “Maternity leave, 

the new labor law, and employment of women in the labour market” 

valued at €9,000 and the project “Improvements on the gender issue in 

rural families” valued at €8,500. 

These shortcomings were noticed in the OPM. In two cases, the 

beneficiaries (NGOs) have not reported on the dynamic and the 

progress of project implementation. 

Risk Failure to fulfill the agreements set for granting Subsidies increase 

the risk that subsidies given do not achieve the intended objective. 

Recommendation 12 The Secretary General should ensure that existing controls related 

to Subsidies are reviewed and additional actions are considered 

ensuring that objectives agreed upon are achieved. This may 

include: urging for continuous reporting on the dynamic and 

progress achieved in their implementation.  
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4.6 Assets  

Overall Conclusion on Assets 

Despite positive changes, the management did not pay sufficient attention to assets 

recording and management. Application of the “e-assets” management system is 

followed with difficulties in its use. The existing records cannot yet be considered 

complete and accurate regarding the value and quantity of available assets. 

4.6.1 Capital and non capital assets   

Description  

For assets recording purposes, the OPM uses the Treasury/KFMIS accounting records 

and e-assets management system. 

Net value of capital assets within The OPM and its Agencies in the accounting records 

was €3,286,561. Non-capital assets were estimated at €725,899, and the stocks of 

stationeries were €270,220. The Agencies record and manage their assets separately. 

Valuation and physical counting/assets inventory in the OPM and in executive agencies 

was made in the end year. 

However, we found several shortcomings in assets recording and management within e-

assets system, which are presented below: 
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Recommendation 

 

13. Issue - Shortcomings in assets recording and management - Priority Significant  

Finding Records of non-capital assets and inventories of the KSA and 

KSAA were incomplete and inaccurate. In the “e-assets” system are 

highlighted cases where assets had negative values. The KSA‟s 

assets officer had no access to the capital assets module. As a result, 

these assets were not classified in the appropriate category. The 

FVA did not use the “e-assets” software because of technical 

problems. In the OPM, the value of capital assets in the “e-assets” 

differs from that of the Treasury accounting records. Not being able 

to access the electronic system “e-assets”, we could not obtain 

accurate information on AGE assets.  

Shortcomings were also noticed in lists of physical 

counting/inventory of assets. AGE failed to identify all assets 

during the inventory. As a result, the records were incomplete. The 

assets list for OPM, KSA and KSAA employees were incorrect. 

There were also cases where equipment had no identification 

marks/barcodes.  

Risk Lack of accurate and complete information on assets prevents their 

effective management. This can result in their loss or misuse. 

Recommendation 13 The Secretary General should ensure that asset records are updated 

with accurate and complete information and classified within the 

appropriate categories. When required, applying annual 

depreciation rates should be considered. 

Asset Inventory Committee should work to prevent the 

shortcomings and ensure that assets are labelled through barcodes. 

Agencies should provide required training to asset officers use of 

the electronic assets management system “e-assets”. 



 

OFFICE OF THE AUDITOR GENERAL  

 

27 

4.6.2 Management of official vehicles 

Description  

The transport unit managed the official vehicles, maintained records of fuel expenses, 

repairs and mileage for each official vehicle. However, in one file we found shortcomings 

related to information on vehicle management and use. 

Recommendation 

 

14. Issue - Insufficient controls on official vehicles management - Priority Other  

Finding In one vehicle‟s file, we found that official travel requests were not 

completed properly. The information provided in the request for 

driving services was insufficient. 

Risk Lack of required information and use of the vehicle without the 

approval made by responsible office creates the possibility that 

vehicles are used for non-official purposes. 

Recommendation 14 The Secretary General reviews controls and supervision processes 

regarding the use of vehicles, in order to ensure that they were 

used efficiently and effectively. 

4.6.3 Handling of petty cash   

Description  

Petty Cash is small amount of funds used to cover expenditures as well as small and 

unforeseen purchases, the value of which does not exceed €100. The audit of 

expenditures financed from the petty cash funds, revealed the following: 



 

OFFICE OF THE AUDITOR GENERAL 

 

28 

Recommendation 

 

15. Issue - Petty cash spending without requests approved -  Priority Significant  

Finding Inter-municipal Archives made payments from petty cash fund 

without the prior approval by the Department of Central 

administration. In some cases regular invoices were missing. 

Purchases with petty cash without prior approval of request from 

the relevant sector were also noticed within OPM as well. 

Risk The use of petty cash without the r approval of the respective level 

creates the possibility that funds are not used for the organisation‟s 

needs. 

Recommendation 15 The Secretary General should ensure that Petty Cash is used only 

for unforeseen needs, preceded by a formal approval process on 

reasonability of the expenditure.  

4.7 Handling of debts 

Overall Conclusion regarding Handling of Debts 

This year, the value of liabilities is 50% smaller compared with last year. Despite this 

progress, the issue of unpaid debts still remains challenge for the OPM. Their actual value 

may still be considered high. In this regard, additional controls are necessary to improve 

the process of payments to suppliers. 

Description  

Outstanding liabilities for OPM and its agencies are presented in AFS in the value of 

€104,8006. A share of these liabilities, in the amount of €5,303 which were not paid in time, 

is related to January, 2013. 

These liabilities are expected to be paid in 2013. The lion share of unpaid invoices relates 

to the last months of the year. 

These debts are comprised of: representation expenditures, publications, fuel, utilities etc. 

Shortcomings identified in this area are presented below:  

                                                      
6 From these, €73,612 are related to OPM, €12,915 to FVA, €9,213 to KSAA, €5,016 to AGE, €2,589 to KSA and 
€1,454 to Kosovo Security Council Secretariat (KSCS).  
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Recommendation 

 

16. Issue - Unpaid debts - Priority Significant  

Finding Liabilities were created without securing required funds in 

advance. As a result, liabilities to suppliers were outstanding. In 

addition, the liabilities were not disclosed in AFS in accordance 

with the legal reporting requirements. This is because, current year 

liabilities are also included into the previous year liabilities. The 

expenditure type is not presented and the reason for not paying the 

debts is not provided as well.   

Risk Entering into liabilities without committing funds may result in not 

being able to pay them. It can also bring litigation followed by 

penalties, and as a result, more funds may be spent than the value 

of the purchases made. Incomplete explanations on unpaid 

invoices confuse AFS readers on information presented. 

Recommendation 16 The Secretary General should clearly identify the causes affecting 

the outstanding liabilities and should take appropriate measures to 

prevent them. 

Presentation of debts in the AFS should be in compliance with the 

Financial Rule on the annual financial reporting. The annual 

liabilities should include only the current period of unpaid 

invoices.  

5 Internal Audit System 

Overall conclusion on Internal audit system 

Internal Audit Unit (IAU) has fully met its function and objectives. The annual plan was 

implemented as foreseen. The audit scope was related to 2012 activities. The Audit 

Committee and the IAU assessed and provided information to Senior Management on 

the adequacy and effectiveness of the existing controls. However, considering the size of 

this organization with its agencies, it is necessary to find ways to increase the human 

capacities for audit. 
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Description  

The IAU is also part of the PMO‟s organizational structure. This unit is managed and 

composed only from the Director. IAU prepared the strategic and the annual plan. With 

the annual plan, four (4) general7 audits were planned, including the OPM, FVA, KSAA 

and AGE. IAU managed to meet all planned audits. Deficiencies in certain areas were 

presented in the audit reports, whereby conclusions and recommendations are given. 

The issues raised in the IAU‟s reports are reviewed by the Audit Committee. IAU has 

prepared and submitted quarterly reports to the OPM‟s senior management level and the 

MoF CHU/IA. 

Recommendation 
 

17. Issue - Failure the complete the IAU with the sufficient personnel - Priority 

Significant  

Finding The OPM did not complete the IAU with the sufficient number of 

personnel. The IAU‟s organizational structure is not organised in 

accordance with the criteria set out in Article 3 of the AI 23/2009, 

on establishment and functioning of the IAUs in public sector. 

Risk Due to insufficient number of internal auditors, the internal audit 

function over the OPM and its subordinate agencies may not have 

sufficient coverage.  

Recommendation 17 The Secretary General should consider that IAU is completed with 

additional staff. Another option could be the establishment of the 

IAU within agencies (FVA and KSA) which are characterised with 

their scope, organisation and higher budget.  

  

                                                      
7 The audit scope includes: budget/expenditures management, revenues, purchases through public 
procurement, personnel management, assets management and the use of official vehicles. 
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6 Overall conclusion 

Our overall conclusion reflects our review of the controls associated with the AFS, 

Financial Management and Control and the Internal Audit System. This can be 

summarised as: 

The OPM‟s Management has a well designed system of financial management and 

control, but they were not effective in all cases. Despite its complex structure, the OPM 

and its subordinate agencies established their reporting lines, authorities and proper 

responsibilities. 

OPM AFS are in line with the applicable legal framework. The quality of financial 

information is good. There are other legal requirements met related to financial and 

operative reporting.  

Despite the OPM‟s progress in implementation of an Action Plan in addressing 2011 

recommendations - a number of them still remains to be addressed. 

The OPM has built a good governance structure, but the presence of several 

shortcomings, raises the need for focus by the management to continuous improvement 

of this governance. This is because the annual budget is not used at the expected level, 

even though this year‟s budget policies seem to be more efficient. Controls on revenues 

management need to be strengthened. 

Procurement activities and contract management was accompanied by several 

shortcomings. Cases of expenditures misclassification are evident in this year as well. On 

the other hand, there were irregularities in management of Subsidies. Controls failed to 

function properly in managing and closing the advances. In addition, the assets recording 

and their management were accompanied by difficulties. 

Internal control weaknesses are identified by the Internal Audit and considered by the 

Audit Committee as issues needed to act upon. However, this important sector of the 

organisation needs to be strengthened with adequate capacities. 

OPM Management demonstrated a commitment to further improve the system 

deficiencies and advance a sound financial management. This is required by the PIFC 

framework and FMC procedures. 
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Annex I: Explanation of the different types of opinion 

applied by the OAG 

(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.  
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Annex II: Prior year recommendations  

Audit 

Component 

Recommendation  given Recommendation 

fully addressed  

Partly addressed Not 

addressed 

3 Addressing 

of 

recommendati

ons 

Takes firm actions to identify the reasons for not addressing 

recommendations properly and to pay more attention in 

addressing the current ones. 

Action plan for 

addressing 

recommendations 

is prepared 

Measures are taken  

4. budget 

planning and 

execution 

The planning of the budget is based on an sustainable 

assessment and in accordance with the needs and requests; and 

Regular reviews are conducted (e.g. monthly) on current 

expenditures against the plan in order to identify the reasons 

for emphasised differences and proper addressing of the 

problems. 

 The level of budget use this 

is higher than the previous 

year 

 

5. annual 

financial 

statements 

Expenditures are recorded in the correct codes of the certain 

type; and 

Accounts Receivable are presented in the AFS. 

Receivables are 

disclosed in the 

AFS 

FVA has submitted the 

request to MoF for 

allocating the budget to the 

Goods and Services category 

 

6.1 Revenues  Undertakes firm actions in resolving the issue of uncollected 

debts repeated every year(INA). 

Addressed    

6.2.2 

Procurement  

Undertakes actions ensuring that prior to initiating purchase 

procedures is submitted a request by the requesting unit based 

on relevant needs and purposes of the organisation; 

Secures that received invoices are paid within the time foreseen 

(30 days), if otherwise the delays are justified in written; 

Additional controls are applied in evaluation of tenders 

Requesting units 

have submitted 

their requests for 

pushases through 

procurement. 

Payment are in 

Shortcomings are found in 

the bids selection payment 

of invoices on time 
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ensuring that selection of bids is done in accordance with the 

criteria set;  

compliance with 

services received 

6.2.3 Other 

purchases/All

owances 

Increases measures to guarantee that official travel advances are 

closed within 15 days from the return from the trip. 

  Not 

addressed  

6.2.4 Subsidies 

and Transfers 

Undertakes measures to develop clear procedures that 

determine the manner and the measurable criteria when giving 

the subsidies; and 

Initiates better controls based on the agreements relating to the 

use and reporting on subsidies given. 

AGE has drafted 

an AI on 

handling 

Subsidies 

Weaknesses in the control 

and reporting on projects 

execution are still present. 

 

6.3 Assets  Secures that the Director of FVA carries 

through the assets inventory; and 

Takes measures for bar-coding all assets immediately. 

FVA made and 

assets inventory. 

Assets are 

identified with 

barcodes. 

  

6.4 Debts  Creates prerequisites for better estimation and monitoring of 

funds designated for expenditures 

 The level of debts is half less 

compared to previous year. 

 

7.1. Internal 

control system  

Strengthens the internal controls in the areas with emphasised 

shortcomings, identify the factors that led to their occurrence 

and undertake firm actions in eliminating them 

 Improvements are evident 

in several areas where 

weaknesses were found.  

 

7.2. Internal 

audit  

Ensures that the IAU in coordination with the AC prepares the 

audit charter in order to increase the functionality of the unit; 

Prepares an action plan for addressing recommendations given 

by the IAU and 

undertakes the necessary steps for implementing them  

CA and IAU have 

drafted their 

statute. CA held 

regular meetings. 

The Action Plan 

is prepared.  

  

 


