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The National Audit Office of the Republic of Kosovo is the 

highest institution of economic and financial control which, 

according to the Constitution and domestic laws, enjoys 

functional, financial and operational independence. The 

National Audit Office undertakes regularity and 

performance audits and is accountable to the Assembly of 

Kosovo.  

Our Mission is through quality audits strengthen 

accountability in public administration for an effective, 

efficient and economic use of national resources.  

We perform audits in line with internationally recognized 

public sector auditing standards and good European 

practices. 

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base 

for holding managers’ of individual budget organisations 

to account. We are thus building confidence in the 

spending of public funds and playing an active role in 

securing taxpayers’ and other stakeholders’ interests in 

enhancing public accountability. 

The Auditor General has decided on the audit opinion on 

the Annual Financial Statements of the Office of the 

President in consultation with the Assistant Auditor 

General, Emine Fazliu, who supervised the audit. 

The report issued is a result of the audit carried out by 

Burbuqe Idrizi (Team Leader) and Shpresa Zenelaj (team 

member), under the management of the Head of Audit 

Department Ramadan Gashi.  

 

NATIONAL AUDIT OFFICE-St.  Musine Kokollari ,  No. 87,  Prishtina 10000, Kosova  
Tel :  +381(0) 38 60 60  04/1011 

http://zka-rks.org  
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Executive Summary  

Introduction  

This report summarises the key issues arising from our audit of the 2017 Annual Financial 

Statements of the Office of the President, which determines the Opinion given by the Auditor 

General. The examination of the 2017 financial statements was undertaken in accordance with the 

International Standards on Supreme Audit Institutions (ISSAIs). Our approach included such tests 

and procedures as we deemed necessary to arrive at an opinion on the financial statements. The 

applied audit approach is set out in our External Audit Plan dated 02/10/2017.   

Our audit focus has been on: 

 

The level of work undertaken by the National Audit Office to complete the 2017 audit is 

determined depending of the quality of internal controls implemented by the Management of the 

Office of the President.   

The National Audit Office acknowledges the Office of the President’s Senior Management and 

Staff for cooperation during the audit process. 

Opinion of the Auditor General 

Unmodified Opinion  

The Annual Financial Statements for 2017 present a true and fair view in all material aspects.  

For more, please refer to Section 2.1 of this report.  

Annex I explains the different types of Opinions applied by the National Audit Office. 

The Annual Financial 
Statements

Financial Management 
and Control

Prior and earlier year 
Recommendations 
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Key Conclusions and Recommendations  

 

 

 

 

OP Management’s response – audit 2017  

The Management of OP has taken into consideration and agreed on the detailed audit findings 

and conclusions and committed to address the recommendations given. 

 

  

The AFS preparation process was 
managed in accordance with the 

applicable legislation.
We have no reccomendation in this area.

Financial management and internal 
controls have operated effectively, 
however there are weaknesses in 

the areas of wages and salaries and 
goods and services.

The Secretary General should ensure that 
our recommendations are taken into 

account by strengthening the controls and 
actions necessary to address them. (see 

issues 1-6).

In asset management, some 
weaknesses in the respective 

commities and petty cash spending 
have been identified.

The Secretary General should strengthen 
controls on asset management, ensuring 
that the respective committees operate in 
accordance with the regulation, as well as 

petty cash  is used for the intended 
purposes. (see issues 7 and 8).

Prior year recommendations are 
not being addressed according to 

the action plan.

The Secretary General should apply a 
rigorous process to ensure that the  

previous years recommendations are 
actively addressed. (see  issue 9).
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1 Audit Scope and Methodology 

Introduction  

The National Audit (NAO) 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 the Office of the President. We 

have analysed the organisation’s business to the extent to which management controls can be 

relied upon when determining the overall testing required providing the necessary level of 

evidence to support the AG’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.  

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

substantive tests and related governance arrangements 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 and other External 

Reporting Obligations   

Introduction  

Our audit of the Annual Financial Statements (AFS) considers both compliance with the reporting 

framework and the quality and accuracy of information recorded in the AFS. We also consider the 

Declaration made by the Chief Administrative Officer and Chief Financial Officer when the draft 

AFS are submitted to the Ministry of Finance. 

The declaration regarding presentation of the AFS incorporates a number of assertions relating to 

compliance with the reporting framework and the quality of information within the AFS.  These 

assertions are intended to provide the Government with the assurance that all relevant 

information has been provided to ensure that an audit process can be undertaken.   

2.1 Audit Opinion  

Unmodified Opinion 

We have audited the AFS of the Office of the President (OP) for the year ended on 31st of 

December 2017 which comprise of the Statement of Cash Receipts and Payments, Budget 

Execution Statement, Disclosure and other accompanying reports.  

In our opinion, the Annual Financial Statements for the year ended on 31st of December 2017 

present a true and fair view in all material respects in accordance with International Public Sector 

Accounting Standards (according to cash based accounting), Law no.03/L-048 on Public Financial 

Management and Accountability (as amended and supplemented) and Regulation MoF 

no.01/2017 on Annual Financial Reporting by Budget Organisations.  

Basis for the opinion 

The audit is carried out in accordance with International Standards of Supreme Audit Institutions 

(ISSAIs). Our responsibilities under those standards are further described in the Auditor’s 

responsibilities for the audit of the AFS section of our report. We believe that the obtained audit 

evidence is sufficient and appropriate to provide a basis for the opinion.    

Responsibility of Management and Persons Charged with Governance for AFS  

The Chief Financial Officer is responsible for the preparation and fair presentation of financial 

statements in accordance with International Public Sector Accounting Standards – Financial 

Reporting under the Modified Cash based Accounting and for such internal control as 

management determines is necessary to enable the preparation of financial statements that are free 

from material misstatement, whether due to fraud or error. This includes the application of Law 
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no. 03/L-048 on Public Financial Management and Accountability (as amended and 

supplemented).  

The Secretary General is responsible to ensure the oversight of the Office of the President financial 

reporting process. 

Auditor General’s Responsibility for the audit of the AFS 

Our responsibility is to express an opinion on the AFS based on our audit. We conducted our 

audit in accordance with ISSAIs. These standards require that we comply with ethical 

requirements and plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatements. 

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted 

in accordance with ISSAIs will detect every material misstatement that might exist. Misstatements 

may arise from fraud or error and are considered material if, individually or in the aggregate, they 

could influence the decisions taken on the basis of these AFS. 

An audit involves performing procedures to obtain evidence about the financial records and 

disclosures in the AFS. The procedures selected depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement in the AFS, whether due to fraud or error. In 

making those risk assessments, the auditor considers internal control relevant to the entity’s 

preparation of the financial statements in order to design audit procedures that are appropriate in 

the entity’s circumstances, but not for the purpose of expressing an opinion on the effectiveness of 

the entity’s internal control.  

An audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by the Management, as well as evaluating the 

presentation of the financial statements. 

2.2 Compliance with AFS  and other reporting requirements  

BO/Municipality is required to comply with a specified reporting framework and other reporting 

requirements. We considered: 

 Compliance with MoF Regulation no.01/2017 on the Annual Financial Reporting of Budget 

Organisations; 

 Requirements of LPFMA no. 03/ L-048, (as amended and supplemented); 

 Compliance with Financial Rule no.01/2013 and 02/2013; 

 Action Plan on implementation of recommendations; and  

 Requirements of Financial Management and Control (FMC) procedures. 

 Nine- month financial statements in time; 
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 2017 Procurement Plan; and 

 AFS are prepared and submitted on time by CAO and CFO. 

In the context of the reporting requirements we have not identified any irregularity.   

DECLARATION MADE BY THE MANAGEMENT OF THE OFFICE OF PRESIDENT 

Given the above - the Declaration made by the Chief Administrative Officer and Chief Financial 

Officer when the draft AFS are submitted to the Ministry of Finance, is correct given that the 

material errors are not identified during the audit. 

2.3 Recommendations related to Annual Financial Statements 

We have no recommendations related to the AFS.  

3 Financial Management and Control 

Introduction 

Our work related to Financial Management and Control (FMC) reflects the detailed audit activities 

undertaken on Revenue and Expenditure Systems within Budget Organisations. Specifically, the 

focus of the audit was Budget management, Procurement issues, Human Resources as well as 

Assets and Liabilities. 

Financial Management and Control Conclusion 

Financial management and effective control require review processes and supporting guidelines 

that ensure full implementation of laws, internal regulations and other control processes. 

However, the field of procurement continues to be a challenging field, resulting in poor planning 

and poor procurement performance. Further challenge for the institution remains covering of key 

positions with Acting beyond the foreseen legal deadline and contractual arrangements, as well as 

asset management. 
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3.1 Budget Planning and Execution 

We have considered the sources of budget funds, spending of funds and revenues collected by 

economic categories. This is highlighted in the following tables:. 

Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget1 
2017 

Outturn 
2016 

Outturn 
2015 

Outturn 

Sources of Funds   2,066,433 2,232,288 2,168,142 2,006,996 1,615,564 

Government Grant -Budget  2,066,433 2,186,520 2,123,077 1,999,796 1,615,564 

External Donations  - 45,768 45,065 7,200 - 

The final budget is higher than the initial budget by €165,855. This increase of €120,086 resulted 

from a budget review, and €45,769 from external donations. 

The OP used 97% of the final budget in 2017 or €2,168,142, with a similar amount of expenditures 

in 2016.  

Table 2. Spending of funds by economic categories - (in €)  

Description 
Initial 

Budget 
Final 

Budget 
2017 

Outturn 
2016 

Outturn 
2015 

Outturn 

Spending of funds by 
economic categories 

2,066,433 2,232,288 2,168,142 2,006,996 1,615,564 

Wages and Salaries 772,312 892,399 890,002 832,676 722,484 

Goods and Services  1,190,421 1,248,189 1,203,130 1,097,303 821,694 

Utilities 18,700 6,700 5,020 8,032 10,197 

Subsidies and Transfers 70,000 70,000 69,990 68,985 42,418 

Capital Investments  15,000 15,000 - - 18,771 

Explanations for changes in budget categories are given below: 

 The final budget for Wages and Salaries was increased by €123,177 with budget review, 

whereas it was reduced by €3,091 only with a notice from MoF. The budget used for Wages 

and Salaries was 99.7%; 

 The increase of the final budget for Goods and Services was by €57,769, of which €45,769 

were revenues from external donors, as well as €12,000 with budget review. The budget 

used for Goods and Services was 96.4%; 

                                                      
1 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
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 The budget for Utilities was reduced by €12,000 after the request of the OP on Budget 

Review. This amount was allocated for Goods and Services; and 

 The capital investment budget was €15,000 for execution of the project “Purchasing of 

Official Vehicles for the needs of the Consultative Council for Communities “. These funds 

were not used because the procedure for purchasing the vehicle was foreseen to be 

conducted by the OP, but the CPA did not allow running the procurement procedure for 

the supply of vehicles, since it is the exclusive right of the central procurement which is led 

by the CPA. According to the CPA notification the procurement activity for the purchase of 

vehicles was in the bidding phase.  

3.2 Wages and Salaries 

Wages and Salaries are paid through a centralised system (payroll)  managed by MPA and MoF 

Key controls confirming the accuracy and completeness of payments are the payroll lists signed by 

the heads of the organizational units. We tested the payroll lists compatibility with the payroll 

system (current employees, recruitments, dismissals, maternity leaves, and retirees). We also 

reviewed whether employees were paid according to the contract. 

With the decision dated 12.07.2013, the salaries and remuneration of the staff of the President’s 

Cabinet (approved by MPA on 15.08.2013) are determined. The President’s staffs are not civil 

servants as defined by the LCS and the Regulation No.02/2016 on the organizational structure of 

the Presidency. At the interim audit stage, we noticed that the support staff (in three cases) on the 

payroll were registered as civil staff with the multiplier 9 (base €523) and an additional allowance 

of €272. Due to considering supporting staff as civil staff (in payroll), these employees have 

benefited from the KCS’s supplement of €30 of civil servants. On our recommendation, the OP had 

taken appropriate steps to improve the position of the supporting staff in accordance with the 

decision issued by the President and approval by the MPA. 

 

Issue  1 – Compensation of Maternity Leave  

Finding  Article 12 of Regulation No. 06/2011 stipulates that, for the first six months 

of maternity leave, the employee is paid by the institution with 

compensation of 70% of the basic salary. In one case of using maternity 

leave during 2017, we have noticed that the employee was compensated 

with the KSC allowance of €30 per month in the first period of maternity 

leave. 

Risk Failure to stop providing KCS allowance to the concerned employee during 

the Maternity Leave may result with the damage to the OP Budget. 

Recommendation 1 The Secretary General should ensure that, in cases of maternity leave, the 

allowances are made fully in compliance with the legal requirements, and to 

secure in cooperation with MAP, enhanced controls to prevent the errors 

identified, so that such cases are not repeated. 
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3.3 Personnel Management 

Personnel management includes all actions related to recruitment, contracts, training, promotion, 

leaves, etc. We have tested a number of samples to ensure that the actions taken in this area are in 

accordance with applicable regulations. From our testing we identified the following issues: 

 

Issue  2 – Covering Positions with Acting 

Finding  Article 30 of LCS No. 03/L-149 stipulates that, in the case of a vacant 

position in the civil service, the Acting cannot be appointed for more than 

three (3) months. 

During 2017 audit, we have noticed that the three positions that were 

covered by the Acting Officer had exceeded the allowed time limit for 

holding the Acting position. The position of the Director of the Department for 

Public Information and Communication is covered by the Acting since 

16.06.2016, the position of the Secretary of the Office of the President since 

04.04.2017 (despite the efforts, the competition for selection of the Secretary 

for the OP was cancelled four times), as well as the position of Head of the 

Division for Budget and Finance is covered by Acting since 11.042017. 

Risk The practice of covering positions with Acting for long periods of time and 

non-compliance with applicable laws may produce the risk that these 

positions are managed by persons who do not meet the necessary criteria in 

absence of an open competition. This may affect negatively in overall 

performance of the organization. 

Recommendation 2 The Secretary General should ensure development of the recruitment 

procedures so that these positions are covered by regular contracts. The 

duration of the function as Acting should not exceed the defined legal 

period. 

3.4 Goods and Services and Utilities  

The budget for the category of Goods and Services was €1,248,189, while expenditures amounted 

to €1,203,130. Most of the expenses in these categories include expenditures for official travelling, 

office supplies, contractual services, and official lunch. 

According to the Operational Guideline for Public Procurement (01.11.2016), Section 62.3 

Principles of Segregating Duties, strongly stipulates that an official who has been a member of the 

evaluation committee cannot be appointed as a Project Manager. We have tested the procurement 

procedure with no. 102-17-507-121 dated 18.04.2017 on “Supply with Flags and Other Services”, 

and we have noticed that the same officer was appointed as a member of the evaluation 

commission and contract manager by not following the principle for segregation of Duties. On our 
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recommendation, in the proceedings conducted in the second period of the year, such practice was 

not observed. 

 

Issue  3 – Special Service Agreements 

Finding  According to Article 12, point 4 of the Law on Civil Service, Fixed-term 

appointments of less than six (6) months shall be governed by contracts 

called “Special Service Agreements” and shall be regulated by the Law on 

Obligations and a simplified recruitment procedure shall be applied. 

OP in 2017 had signed special services agreements with six employees. 

These agreements were for positions foreseen by the internal regulation and 

not for the experts in relevant fields, and no simplified recruitment 

procedure has been applied. Two employees for positions Support for the 

Budget Division and Finance and Administrator of Information Technology 

were paid for over six (6) months. Total of these payments was €16,272. 

Recommendation 3 Covering regular positions and in excess of set deadline, through 

inadequate procedures presents a violation of legally set provisions, limits 

competition and increases the risk of non-compliance of services provided 

to the real needs of the OP. Further on, the planned budget for this category 

will not be used to its purpose. 
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Issue  4 – Weaknesses in planning and execution of procurement procedures 

Finding  During the review of the report on signed agreements and the procurement 

plan, we noticed that the institution had poor planning of procurement 

procedures and as a result the implementation of the procedures was not in 

accordance with the procurement plan. This is due to inadequate 

communication between procurement Dep. and requesting units. Although 

the procurement manager had made a request through an e-mail for 

planning the needs to the requesting departments/units, such a thing was 

not realized. Further on, the planning was done by the procurement 

department based only on previous years. As a result, we have identified 

these weaknesses in procurement: 

 OP had planned to develop 28 medium and small value 

procurement procedures, while 42 procedures were carried out. We 

also identified that 22 minimum value procedures (totalling €18,767 

l) were not included in the procurement planning report. According 

to officials, this phenomenon is due to the nature and specific 

requirements of the institution, but we have noticed that most of 

these procedures were of the nature of office supplies that can be 

planned. 

 Further on, there were significant discrepancies between the 

estimated contract value in the procurement plan and the 

availability of funds statements in the procurement procedures 

performed. 

We have also noticed that for the planned procedures for the 

supplies/services several projects have been developed: 

 The project “Supply with Air Conditioners and Toners” in the 

procurement plan was foreseen to be carried out by an open 

procedure (estimated value of €11,000), while two procedures with 

price quotation were carried out. This has occurred as a result of 

planning a procurement procedure that is not of the same tendering 

nature; 

 The project “Translation and Audio Services” was planned as a 

single procedure (estimated value €6,000), while two procedures, 

audio services (€7,850) and translation services (€8,920) were 

implemented; 

 The “Interior Supply” project was planned as a single procedure (the 

estimated value of €10,000), while two procedures, a price quotation 

and a minimum value were carried out; 
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 The project “Supply with computers and IT equipment” in the 

procurement plan was foreseen to be conducted an open procedure 

(estimated value €15,300), while four procedures were executed, a 

price quotation and three procedures of minimal value; and 

 The project “Supply with flags and other services” in the amount of 

€47,740 (public framework contract) in the procurement plan were 

planned to carry out three procurement procedures. This is due to 

the fact that in the tendering process it is noticed that these 

procedures are of the same nature of supply service and therefore 

have been tendered as a joint project. 

Risk The cases identified above indicate weaknesses in the procurement planning 

process. The presence of such occurrences during the planning and selection 

of procurement procedures shows a poor assessment of needs by 

procurement requesting entities, which undermines transparency, 

eliminates competition and puts into question the quality of 

services/products received for the money provided for achievement of 

objectives. 

Recommendation 4 The Secretary General should ensure good functioning of internal 

communications between the requesting units and the procurement 

department. It should also ensure that the requesting units correctly 

evaluate the procurement needs/requirements, and to further include them 

in the procurement plan. 
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Issue  5 - Expenditures for maintenance of vehicles 

Finding  OP in 2017 had contracts with two EO for maintenance of official vehicles. 

In both cases, the terms of the contracts foresaw for parts that were not 

considered as one unit but as part of a chain damage revealed by electronic 

screening, payments for those parts are executed only after the evaluation 

by an established committee,  and based on market prices. OP on 22.06.2017 

executed a payment in value of €2,292 for the maintenance of a vehicle, 

where 80% of this invoice (€1,843) was paid for parts that were not foreseen 

in the contract (transmitter set, chain set etc.), and for the same there was no 

committee in place for evaluation of electronic screening, and there was no 

evidence that a market price analysis was conducted. 

The same case was for the payment of the “Bond & Lens” part which was 

replaced only based on an electronic screening. Extensive supplies out of 

contracts for this type of service are due to inadequate specifications on 

vehicle maintenance contracts. 

Risk Inadequate technical specifications on vehicle maintenance contracts lead to 

irregular payments outside the contractual terms that may result in higher 

payments than market prices by avoiding competition and obtaining poor 

value for given money. 

Recommendation 5 The Secretary General should ensure effective controls in order to avoid 

these weaknesses and in the future make efforts in drafting more detailed 

technical specifications so that payments are made in accordance with 

contractual requirements, allowing proper management of the expenses for 

maintenance of the official vehicles. 
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Issue  6 – Non-compliance with the procedures for processing of payments 

Finding  Article 22 of the Financial Rule No.01/2013 stipulates that the purchase 

request, the commitment of the funds, the purchase order, the goods or 

service must be initially received, and after receipt of the invoice the 

payment is executed. We have noted that in two payment cases (payment 

for office supply and mobile phone credits), supply requests and purchase 

orders were dated after the receipt of invoices. 

Articles 2 and 4 of the AI dated 03.08.2015; regulate cases of exceeding the 

limits for mobile phone expenses. For unjustified expenditures, the funds 

must be reimbursed, if the exceeds are justified, they must be approved by 

the responsible manager. In the payment of mobile telephony expenditures 

in the amount of €2,101 (10.05.2017), the mobile phone expenses limit was 

exceeded by €741. For this exceeded value there were no approvals from the 

responsible persons. 

Risk Failure to adhere to the procedures for processing payments, respectively 

supply without prior request from the requesting unit and exceeding 

expenditures outside of the established instructions, increase the risk that 

the budget will be spent in an irrational manner. If there are no prohibitions 

or sanctions for such excesses then the controls become ineffective. 

Recommendation 6 The Secretary General should strengthen the level of control over 

management and processing of expenditures. In case of justified excess of 

the telephone expenditures, the approvals shall be granted, while for the 

excess of expenditures that are not approved, the salary withhold is applied  

in accordance with the applicable AI. 

3.5 Subsidies and Transfers  

The budget of Subsidies and Transfers was €70,000, while expenditures were €69,990 or 100% of 

the budget. OP has mainly subsidized public entities to support them in sport and cultural 

activities, associations emerging from war and other organisations. 

OP has set a functional control in the area of Subsidies and Transfers. Executed expenditures were 

monitored in compliance with the OP instruction no. 01/2017 requirements for subsidies. 

Recommendations 

We have no recommendations in this area. 
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3.6 Capital Investments  

The budget of Capital Investments was €15,000, and there were no expenditures from this 

category, because the CPA will conduct procedures for purchase of the vehicles at central level. 

Recommendations 

We have no recommendations in this area. 

3.7 Capital and Non-Capital Assets   

Asset management is an important part of financial management and control. Good asset 

management requires the organization to have their own control and management procedures, as 

well as accurate and complete records of assets through continuous data updating. 

The OP’s capital asset over €1,000 was in value €22,209, while non-capital assets under €1,000 was 

in value of €60,982. 

We have reviewed whether the process of registration, keeping records complies with the 

requirements of the MoF Regulation No. 02/2013 on the management of non-capital assets of 

budget organizations. Our audit on asset management identified the weaknesses presented below. 
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Issue  7 – Asset Management 

Finding  CAO established committees for evaluation of asset and inventory. The 

evaluation committee had evaluated all the assets of the OP, and according 

to this report, the re-evaluation was made based on the current market 

value but there was no concrete evidence on evaluation basis. Further on, 

these results were used only for internal purposes and were not included in 

the assets reports disclosed in the AFSs of 2017. As a result, 79% of capital 

assets recorded in the KFMIS accounting register and 57% of non-capital 

assets registered in the internal registry are with zero value. 

Additionally, in the asset registers we found that 20% of capital assets and 

30% of non-capital assets had the status of ‘out of order’ and ‘warehouse 

asset’. None of the established committees had given a concrete 

recommendation for the disposal, repair or functioning of those assets, as 

required by regulation 02/2013. 

OP had not yet managed to put in use the E-Asset system. However, OP 

applies internal non-capital asset management software and we have 

noticed that this software generates accurate and comprehensive reports 

that include proper depreciation calculations. 

Risk Non-operational e-Asset system and conclusion of work by the relevant 

committees not in compliance with the regulatory requirements for asset 

management increase the risk that the information presented in the asset 

register does not meet the financial reporting requirements. 

Recommendation 7 The Secretary General should put in use the e-Asset system and the 

Committees that are assigned for Inventory and evaluation of Assets should 

carry out a correct and comprehensive evaluation of all assets available, 

confirming their status of use/functionality.  The final results should be 

reviewed by the OP management and out necessary registrations are carried 

out. 
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3.8 Handling of Cash and Cash Equivalents  

Cash was not managed in accordance with Rule 01/2013 on the spending of public money. From 

our tests we identified the following issues: 

 

Issue  8 – Weaknesses in Handling Petty Cash 

Finding  OP does not have proper controls in place in relation to the petty cash 

expenditures, since this money was paid for expenditures which required 

procurement procedures (5 cases of IT equipment). Another frequent 

practice was also with payments for registration, technical inspection and 

maintenance of vehicles. 

Risk Spending of petty cash for the purchases that can be made through regular 

process of expenditures, provides the possibility of favouring a certain EO. 

This may result with ineffective use of budget and not to its purpose. 

Recommendation 8 Secretary General should pay attention to the use of petty cash, so that these 

funds are spent only when allowed. 

3.9  Outstanding Liabilities  

The statement of liabilities not paid to suppliers at the end of 2017 was €51,061. These liabilities are 

carried forward to be paid in 2018. The reason for non-payment was the lack of funds and due to 

the invoices received in 2018. However, outstanding liabilities were reduced by 46% compared to 

2016. The OP has a good control system in place for management of payments and reporting of 

obligations was made on a regular monthly basis to the Treasury. 

Recommendations  

We have no recommendations in this area. 
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4 Progress in implementing recommendations 

Our Audit Report on the 2016 AFS of xxx resulted in six recommendations. OP prepared an Action 

Plan stating how all recommendations will be implemented.  

At the end of our 2017 audit, five have been implemented and one recommendation has not been 

addressed yet.  

Also, from the year 2015, out of six given recommendation four were implemented in 2017, one 

was in process of implementation and one recommendation have not been addressed yet. For a 

more thorough description of the recommendations and how they are addressed, see Annex II. 

 

Issue  9 – Implementing  Prior Year Recommendations  

Finding  OP has made progress in implementing the recommendations. However, 

failure to fully implement all recommendations has led to some deficiencies 

being repeated from the previous year. This was mainly emphasized by: 

 Weaknesses in payment processing; 

 Non-operation of the e-Asset system; and 

 Lack of reporting on effective risk management.  

Risk Failure to fully implement the recommendations increases the risk of 

continued presence of the same weaknesses, which may lead to poor 

financial management and controls. 

Recommendation 9 The Secretary General should ensure that a revised action plan has been 

implemented to address the remaining recommendations of 2015 and those 

of 2016. This plan should set reasonable time limits for implementation of 

the recommendations made by the AG, with the responsible staff identified. 

Progress towards the plan should be systematically monitored by 

management to ensure full implementation of the recommendations. 
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5 Good Governance 

Introduction 

Good Governance implies basic principles of accountability, effectiveness of controls, risk 

management, independence of internal audit, and coordination of NAO with internal audit and 

good governance with public assets. 

A key tool supporting effective governance is the implementation of audit recommendations as 

this demonstrates that Management are seeking to develop existing processes and controls. The 

level of compliance with FMC requirements by Budget Organizations is monitored by the self-

assessment checklists completed by all BOs, which are submitted at the end of the year to the 

Ministry of Finance. 

Specific areas of our governance-related reviews have been the accountability and risk 

management process, while the other components are handled within the chapters or subchapters 

above.  

Overall Governance Conclusion  

In general OP has good controls in place in relation to its statutory obligations.  Governance in OP 

in the field of managerial reporting and accountability reflects a positive situation. The OP has 

prepared a risk register, identifying some risks that could affect the organization in achieving its 

objectives, and the self-assessment questionnaire reflects the current situation. 

The OP has implemented most of the recommendations but still requires additional engagement 

in the full implementation of the recommendations, and the small number of staff is a challenge to 

the OP in segregation of duties and responsibilities. 

5.1 Internal Audit System 

Internal audit is an important segment to assure the senior management that internal control 

mechanisms are properly designed and implemented. Where it is noticed that internal controls are 

not functioning properly, internal audit provides advice and recommendations on how to 

improve them. 

The Internal Audit Unit (IAU) is comprised of an auditor (IAU Director) who had approved the 

annual and strategic plan. IAU for 2017 had planned to carry out four regular audits, and one at 

the request of the Secretary. 
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Issue  10 – IAU Failure to fulfil audit plan  

Finding  In 2017, IAU carried out two audits: the audit according to the SG request 

‘Maintenance and repair costs for Toyota Land Cruiser and Audi’ and the audit of 

‘Budget Expenditures’, while the three pending audits relate to key areas such 

as procurement procedures, personnel and asset management. 

IAU had a delay in the execution of the audit plan because during 2017, 

according to IA’s assertions, priority was given to the licensing program 

organized by the CHU. 

The Audit Committee during 2017 had met four times to review IA reports. 

Risk An unfinished IAU plan reduces the assurance provided to management in 

relation to internal control operations. This could result in unidentified 

weaknesses and the continuation of ineffective practices that hinder the lack 

of proper assurance for the management.  

Recommendation 10 The Secretary General should ensure that IAU focuses on carrying out 

audits in sensitive areas such as procurement procedures, personnel 

management and asset management and in the coming years to meet the 

planned activities. Further on, the implementation of the plan of this unit 

should be monitored and active action undertaken, in order to address the 

deviations (plan step backs) in a timely manner. 
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5.2 Management Reporting, Accountability and Risk Management 

In order to have a proper planning, supervise the activities on a regular basis and allow effective 

decision-making, the Management needs to have regular reports. Accountability as a process is 

the acceptance of responsibilities, holding persons into account for their actions and disclosing 

results in a transparent way. Whereas, risk management is a process related to identification, 

analysis, evaluation and actions/measures taken by the Management to control and respond to 

risks threatening the Organization. 

The internal reporting process in the OP is performed according to the organizational structure. In 

this regard, the management keeps regular meetings with all the heads of the departments which 

are followed by minutes and reports. 

 

Issue  11 – Risk Management  

Finding  The Office of the President has prepared a list of risk management required 

by the FMC rules and financial regulation 01/2010. However, this register is 

not systematically managed in terms of updating and monitoring how 

action has been taken to mitigate these risks, in line with the objectives set 

out in this document. 

Risk Lack of effective risk management will reduce the quality of service as 

internal and external issues affecting the achievement of the organization’s 

objectives are not timely addressed. 

Recommendation 11 The Secretary General should ensure that direct responsibility for risk 

management is delegated to the relevant departments and ensure constant 

monitoring and quarterly reporting on the implementation of requirements 

in this area. 

This report is a translation from the Albanian original version. In case of discrepancies, 

Albanian version shall prevail. 
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Annex I: Explanation of the different types of opinion 

applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

147. The auditor should express an unmodified opinion if it is concluded that the financial 

statements are prepared, in all material respects, in accordance with the applicable financial 

framework. 

If the auditor concludes that, based on the audit evidence obtained, the financial statements as a 

whole are not free from material misstatement, or is unable to obtain sufficient appropriate audit 

evidence to conclude that the financial statements as a whole are free from material misstatement, 

the auditor should modify the opinion in the auditor’s report in accordance with the section on 

“Determining the type of modification to the auditor’s opinion”. 

148. If financial statements prepared in accordance with the requirements of a fair presentation 

framework do not achieve fair presentation, the auditor should discuss the matter with the 

management and, depending on the requirements of the applicable financial reporting framework 

and how the matter is resolved, determine whether it is necessary to modify the audit opinion. 

Modifications to the opinion in the auditor’s report 

151. The auditor should modify the opinion in the auditor’s report if it is concluded that, based on 

the audit evidence obtained, the financial statements as a whole are not free from material 

misstatement, or if the auditor was unable to obtain sufficient appropriate audit evidence to 

conclude that the financial statements as a whole are free from material misstatement. Auditors 

may issue three types of modified opinions: a qualified opinion, an adverse opinion and a 

disclaimer of opinion. 
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Determining the type of modification to the auditor’s opinion 

152. The decision regarding which type of modified opinion is appropriate depends upon: 

 The nature of the matter giving rise to the modification – that is, whether the financial 

statements are materially misstated or, in the event that it was impossible to obtain 

sufficient appropriate audit evidence, may be materially misstated; and 

 The auditor’s judgment about the pervasiveness of the effects or possible effects of the 

matter on the financial statements. 

153. The auditor should express a qualified opinion if: (1) having obtained sufficient appropriate 

audit evidence, the auditor concludes that misstatements, individually or in the aggregate, are 

material, but not pervasive, to the financial statements; or (2) the auditor was unable to obtain 

sufficient appropriate audit evidence on which to base an opinion, but concludes that the effects 

on the financial statements of any undetected misstatements could be material but not pervasive. 

154. The auditor should express an adverse opinion if, having obtained sufficient appropriate 

audit evidence, the auditor concludes that misstatements, individually or in the aggregate, are 

both material and pervasive to the financial statements. 

155. The auditor should disclaim an opinion if, having been unable to obtain sufficient 

appropriate audit evidence on which to base the opinion, the auditor concludes that the effects on 

the financial statements of any undetected misstatements could be both material and pervasive. If, 

after accepting the engagement, the auditor becomes aware that management has imposed a 

limitation on the audit scope that the auditor considers likely to result in the need to express a 

qualified opinion or to disclaim an opinion on the financial statements, the auditor should request 

that management remove the limitation. 

156. If expressing a modified audit opinion, the auditor should also modify the heading to 

correspond with the type of opinion expressed. ISSAI 170519 provides additional guidance on the 

specific language to use when expressing a modified opinion and describing the auditor’s 

responsibility. It also includes illustrative examples of reports. 

Emphasis of Matter paragraphs and Other Matters paragraphs in the auditor’s report 

157. If the auditor considers it necessary to draw users’ attention to a matter presented or 

disclosed in the financial statements that is of such importance that it is fundamental to their 

understanding of the financial statements, but there is sufficient appropriate evidence that the 

matter is not materially misstated in the financial statements, the auditor should include an 

Emphasis of Matter paragraph in the auditor’s report. Emphasis of Matter paragraphs should only 

refer to information presented or disclosed in the financial statements. 
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158. An Emphasis of Matter paragraph should: 

 be included immediately after the opinion; 

 use the Heading “Emphasis of Matter” or another appropriate heading; 

 include a clear reference to the matter being emphasised and indicate where the relevant 

disclosures that fully describe the matter can be found in the financial statements; and 

 indicate that the auditor’s opinion is not modified in respect of the matter emphasised.  

159. If the auditor considers it necessary to communicate a matter, other than those that are 

presented or disclosed in the financial statements, which, in the auditor’s judgement, is relevant to 

users’ understanding of the audit, the auditor’s responsibilities or the auditor’s report, and 

provided this is not prohibited by law or regulation, this should be done in a paragraph with the 

heading “Other Matter,” or another appropriate heading. This paragraph should appear 

immediately after the opinion and any Emphasis of Matter paragraph. 
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Annex II: Progress in implementing Prior and Earlier Year Recommendations  

Audit 
Component 

Recommendation  carried forward from 2015 Implemented 
during 2017  

Under implementation during 2017 Not implemented 

Goods and 
Services 

The Secretary General should strengthen the 
control level in order to manage telephone 
and representation expenditures to 
rationalize them. Specific cases may have 
excesses and only those cases shall be 
approved but these excesses should not 
become a phenomenon. For unapproved 
excesses the salary withdrawals should 
apply. 

 In the process of implementation 
since the part of the 
recommendation regarding the 
representation was implemented. 
While the part of the 
recommendation regarding the 
overrun of mobile phone expenses 
was not implemented because 
during 2017 we have encountered 
mobile phone overruns as well. 

 

Asset 
Management 

The Secretary General should discuss with 
MPA and review the potential to find a 
solution about the e-asset system. The 
instalment of e-asset system or a solution that 
may be found within both institutions will be 
acceptable. 

  E-Asset system was not 
operational also in 2017. 

Audit 
Component 

Recommendation  given in 2016 Implemented  Under implementation  Not implemented 

3.1.2 Goods and 
Services 

The Secretary General should ensure that, 
when establishing different committees, the 
principles for segregation of duties are 
considered in order to avoid possible 
conflicts of interest. 

Yes   
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3.1.2 Goods and 
Services 

The Secretary General should increase 
controls within the procurement activity so 
that the evaluation of the bids by the 
Evaluation Committees is made in 
accordance with the requirements set out in 
the tender dossier and ensures that the 
procurement activities are supervised by the 
procurement 

manager. 

Yes   

3.1.2 Goods and 
Services 

The Secretary General should take additional 
actions to ensure that payment processing is 
fully in compliance with the steps set out in 
the financial rule for spending of public 
money. 

  Recommendation not 
addressed for the fact that 
during 2017 we have 
encountered cases where 
payment processing was 
not done in full compliance 
with the steps set out in the 
financial rule for spending 
public money. 

3.2.1 Capital and 
non-Capital 
Assets 

The Secretary General should ensure that 
effective controls on vehicle management 
have been applied to ensure that regular 
vehicle maintenance expenditure are made as 
required by the relevant administrative 
instruction and there is a full reporting to the 
management. 

Yes   
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3.3 Outstanding 
Liabilities 

The Secretary General should ensure that 
obligations towards suppliers are paid within 
the statutory timeframe in order to avoid the 
execution of direct payments from the 
Treasury or increase of outstanding liabilities 
at the end of the year. 

Yes   

3.3 Outstanding 
Liabilities 

The Secretary General should ensure that the 
reporting of outstanding liabilities is made in 
accordance with Regulation 02/2013 on 
reporting of outstanding liabilities. The exact 
values of the liabilities should be carried 
forward from one month to the next, in line 
with the legal requirements. 

Yes   
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Annex III: Letter of confirmation 

 

 


