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The National Audit Office of the Republic of Kosovo is the highest 

institution of financial control, which for its work is accountable to 

the Assembly of Kosovo.  

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.  

This audit is carried out in line with the International Standards of 

Supreme Audit Institutions, and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Hospital and University 

Clinical Service of Kosovo 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 Mirlinda 

Beqiri, Team Leader, and Neslihane Mati and Alban Beka, team 

members under the management of the Head of Audit 

Department Faruk Rrahmani.  

 

 

NATIONAL AUDIT OFFICE- Address: Str. Ahmet Krasniqi no 210, Arbëria, Prishtina 10000, Kosovo 
Tel: +383(0) 38 60 60 04/1011 

http://zka-rks.org  
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Executive Summary  

This report summarises the key issues arising from our audit of Hospital and University Clinical 

Service of Kosovo for 2019, which includes the Opinion of the Auditor General on Annual 

Financial Statements. Examination of 2019 financial statements was undertaken in accordance 

with the International Standards of Supreme Audit Institutions (ISSAIs).  

Our audit focus has been on: 

 

Conclusions  

Annual Financial Statements were prepared according to the Financial Reporting Framework 

requirements although there was misclassification of expenditures and shortcomings in disclosure 

of information regarding contingent liabilities. 

HUCSK has established a system of financial management and control but additional actions are 

still needed to improve revenue and expenditure management. As a weakness in revenue 

management was the acceptance of cash receipts beyond the limit allowed by financial rules. 

Expenditure and asset management processes were also accompanied by numerous shortcomings. 

The most significant shortcomings were in the management of procurement processes, inadequate 

segregation of tasks and significant increase in payments by court decisions. Asset management 

was not at the required level as assets were not recorded as required and the e-asset system, in 

some of the units, was not operational. 

Progress was made in regard to implementation of recommendations, as most them were 

implemented, but those related to staff and asset management still remain a challenge to address 

in the future.  

Opinion of the Auditor General1 

Unmodified Opinion with Emphasis of Matter 

For more details, see Chapter 1 of this report.   

                                                      
1 Annex I explains different types of Opinions in line with ISSAIs.  

Annual Financial 
Statements

Financial 
Management and 

Control

Implementation of 
recommendations 
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Management’s Response on 2019 audit  

Management HUCSK has agreed with audit findings and conclusions and has committed to 

address a given recommendation. 

National Audit Office appreciates the cooperation of the management and personnel of the 

HUCSK during the audit process. 
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Audit Scope and Methodology 

The Audit involves examination and evaluation of Financial Statements and other financial 

records in regard to as the following: 

 Whether the financial statements give a true and fair view of the accounts and financial 

matters for the audit period; 

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

regulations;  

 Whether the internal controls and internal audit functions are appropriate and efficient; 

and 

 Whether appropriate actions for implementation of audit recommendations have been 

undertaken. 

The audit was based on risk assessment. We have analysed the Hospital and University Clinical 

Service of Kosovo’s (HUCSK) operations, the extent the management controls could be relied to in 

order to determine the level of in-depth testing required to obtain evidence supporting the 

Auditor General’s opinion. 

Our procedures have included a review of internal controls, accounting systems and interrelated 

substantive tests, as well as related governance arrangements to the extent considered necessary 

for the effective conduct of audit. Audit findings should not be regarded as representing a 

comprehensive overview of all the weaknesses that may exist, or of all improvements that could 

be made to the systems and procedures operated.  

The following chapters provide in detail our audit findings and recommendations in each audited 

area.  
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1  Audit Opinion on Annual Financial Statements  

We have audited the AFS of HUCSK for the year ended on 31 December 2019 in accordance with 

the Law on NAO and the International Standards of Supreme Audit Institutions (ISSAIs). Audit 

examinations were carried out in order to allow expressing opinions on AFS which comprise the 

Statement of Cash Receipts and Payments, and Budget Execution Statement, provided further in 

detail.  

Unmodified Opinion with Emphasis of Matter 

In our opinion, the Annual Financial Statements for the year ended on 31 December 2019 give a 

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

Accounting Standards of cash based accounting.  

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 section ‘Auditor’s 

responsibilities for the audit of the Annual Financial Statements’ of our report. In compliance with 

ISSAI 10 and 30, and other relevant requirements for audit of budget organisations’ AFSs, the 

NAO is independent from the HUCSK. We believe that the audit evidence we have obtained is 

sufficient and appropriate to provide a basis for our audit opinion 

Emphasis of Matter  

We want to draw your attention on the fact that through budget planning and court rulings the 

HUCSK has made payments and registered expenditures in amount of €730,805 under inadequate 

economic categories. Of them the payments in the amount of €566,771 were budgeted and paid 

from the category of Capital Investments, although these expenditures by type belong to the 

category of Goods and Services; and payment in amount of €164,034 was made through court 

rulings by treasury from inadequate economic categories. For more details, see subchapter 2.1 

Budget Planning and Execution. Our opinion is not modified on this issue.  

Responsibility of Management for AFS  

The Director General of HUCSK is responsible for the preparation and fair presentation of 

financial statements in accordance with International Public Sector Accounting Standards – 

Financial Reporting under the 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 

No. 03/L-048 on Public Financial Management and Accountability (as amended and 

supplemented) and Regulation No. 01/2017 on Annual Financial Statements of Budget 

Organisations.  
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The Director General is responsible to ensure the oversight of HUCSK’s 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 conducted in 

accordance with ISSAIs. These standards require that we 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. 

The 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.  

The 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. 

We communicate with the management of the audited entity regarding the audit scope, planned 

time and significant findings including any significant shortcoming in internal control that we 

have identified during the audit.  

The audit report is published on the NAO’s website, except for information classified (as sensitive) 

or other legal or administrative prohibitions in accordance with applicable legislation.  

2  Financial Management and Control 

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

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

have handled budget management, procurement, human resources, assets and liabilities as well as 

the internal audit function.  

Financial Management and Control Conclusion 

HUCSK spent 99% of the final budget for 2019, which is a good performance in general. In the 

context of financial systems, controls over revenues are generally adequate, except for deviations 
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in terms of receiving cash payments over €10 in the cash register in contradiction to financial rules, 

whilst established controls over expenditures require further improvement and additional actions. 

Procurement management is the area with the most significant issues as a result of overlooked 

procurement rules such as, inadequate use of procedures, discriminatory specifications prepared 

and inadequate segregation of duties in the contracts evaluation and implementation management 

process. Moreover, the large number of payments through court decisions has also increased the 

costs for HUCSK due to the payment of court – enforcement expenditures. 

Staff and assets management was not at the required level either. Shortcomings were found in the 

remunerations for night shifts and attendance at work, whilst assets were not recorded as required 

and the e-asset system, in some of the units, was not operational.  

2.1 Budget Planning and Execution 

We have considered the sources of budget funds, spending of funds by economic categories. This 

is highlighted in the tables below: 

Table 1. Sources of budgetary Funds (in €) 

Description  
Initial 

Budget 
Final 

Budget2 
2019 

Outturn 

 % of 
2019 

Outturn  

2018 
Outturn 

2017 
Outturn 

Sources of Funds  121,171,263 125,296,298 124,163,113 99% 84,993,518 70,553,112 

Government Grant -
Budget  

113,386,601 117,609,793 116,726,645 99% 84,474,624 70,482,329 

Carried forward 
from previous year  

0 0  -  0 0 56,741 

PAK revenues  7,784,662 7,599,500 7,354,528 97% 0 0 

Domestic Donations 0 1,713 1,600 93% 0 0 

External Donations  0 85,292 80,340 94% 518,894 14,042 

The final budget was higher than the initial budget by €4,125,035. This increase was a result of 

Government decision on budget and donations review. 

This budget change was also as a result of the health sector reform, where some responsibilities 

were transferred from Ministry of Health to HUCSK such as, the management of the essential list 

which falls under the category of goods and services. In 2019, HUCSK spent €124,163,113 of the 

final budget or 99%, an approximate percentage compared to 2018.  

 

                                                      
2 Final budget – the budget approved by the Assembly subsequently adjusted by the Ministry of Finance.  



ZYRA KOMBËTARE E AUDITIMIT - NACIONALNA KANCELARIJA REVIZIJE - NATIONAL AUDIT OFFICE 

 

10 

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

Description 
Initial 

Budget 
Final 

Budget 
2019 

Outturn 

% of 
2019 

Outturn  

2018 
Outturn 

2017 
Outturn 

Spending of funds by 
economic categories 

121,171,263 125,296,298 124,163,113 99% 84,993,518 70,553,112 

Wages and Salaries 57,945,238 62,738,944 62,736,817 100% 58,242,229 51,586,625 

Goods and Services  40,551,409 41,747,760 40,972,359 98% 13,659,910 11,380,410 

Utilities 3,603,416 3,773,327 3,756,559 99% 3,617,547 3,729,638 

Capital Investments  19,071,200 17,036,267 16,697,378 98% 9,473,832 3,856,439 

Explanations for changes in budget categories are given below: 

 The final budget for Wages and Salaries increased by €4,793,706 compared to the initial 

budget. This was a result of the increase in the number of employees (198 recruitments) 

and changes made to the collective sectoral contract, which entered into force in June 2018. 

Due to lack of budget, additional funds of €4,772,286 were allocated based on Government 

Decision no.03/115 and €21,420 from external donations to cover these expenditures; 

 The final budget for Goods and Services increased by €1,196,351 compared to the initial 

budget. This was a result of the inherited debts and transfer of some of the responsibilities 

from the Ministry of Health to HUCSK such as the management of the essential list which 

falls under this category; and  

 The final budget for capital investments decreased by €2,034,933 compared to the initial 

budget as a result of HUCSK’s failure to spend the funds and because the Government 

reallocated them to other organisations on behalf of budget savings.  
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Issue B1 – Misclassification of expenditures 

Finding  As we presented above under the Emphasis of Matter, in 2019 the HUCSK 

has, through budget planning and court rulings, made payments and 

registered expenditures in amount of €730,805 under inadequate economic 

categories, as below: 

 Payments in the amount of €508,193 for servicing of medical 

equipment and servicing of elevators were budgeted3 and paid from 

the category of Capital Investments, although these expenditures by 

type belong to the category of Goods and Services; 

 Payments of €58,578 for purchase of IT equipment with value under 

€1,000 were budgeted and spent from the capital investment 

category, which according to the rules, they should have been paid 

from Goods and Services category;  

 Payments in the amount of €135,275 were budgeted for Capital 

Investments, but with the decisions of enforcement agents, Treasury 

has made payments for physical security of facilities and food 

supply, which belong to the category of Goods and Services as 

expenditures; and 

 Payment of €28,759 from the category of goods and services was 

made by a court ruling on behalf of salaries due to unlawful 

termination of employment relationship. 

 

According to the Management, these payments were as a result of the 

limited budget for Goods and Services, which are necessary, and were 

classified in the budget for Capital Investments. 

Impact Incorrect reporting or classification of records into financial statements leads 

to misunderstanding of organization’s financial activities by 

overstating/understating economic categories.  

Recommendation B1 Steering Board and Director General should ensure that, in addition to 

adequate budgeting in 2020 of funds for servicing medical equipment and 

elevators, best efforts are made to eliminate misclassifications so that all 

expenditures are paid from appropriate categories according to the chart of 

accounts. 

 

                                                      
3 It must be pointed out that by 2020 budget approval, the funds for these projects were allocated under Goods and 

Services 
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2.1.1  Revenues  

Revenues generated in 2019 totalled €3,302,176. HUCSK collects revenues from co-payments, 

public parking fee, medical check-up report fee, etc. HUCSK does not have an agreement in place 

for using the collected revenues and all receipts thereof are deposited in the Budget of Kosovo.  

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget  
Final 

Budget 
2019 

Receipts  
% of 2019 

Receipts  
2018 

Receipts 
2017 

Receipts 

Revenues  2,785,000 2,785,000 3,302,176 119% 2,743,090 2,349,785 

Issue A1 – Payments over €10 received in cash  

Finding  Financial Rule 03/2010, Article 11.1 stipulates that all service payments 

assessed at over €10 shall be carried out through licenced commercial 

banks/financial non-banking institutions. We found that: 

 In HUCSK, around 554 payments were received through the cash 

register although the payment value was over €10. The amount of 

payments received through the cash register mainly varied from €25 to 

€40; and 

 In Prizren Hospital about 325 payments were received through the cash 

register although the payment value was over €10. The amount of 

payments received through the cash register was up to €50 and was 

mainly related to certificates for weapon permits. 

Collection of such revenues in cash occurred because there are no banks or 

financial institutions inside or in the surroundings of health facilities where 

payments can be made. 

Impact Failure to comply with legal requirements regarding cash collection and 

poor management of revenue collection process may lead to the risks of 

misuse of cash. 

 Steering Board and the Director General should ensure, through financial 

managers, that all hospitals and other units receive payments over €10 

through bank account. In the event this is not feasible, it should be 

addressed to the Ministry of Finance to change the current regulation.  

                                                      
4 In the revenues dated 18.04.2019 in the amount of €6,467 we found 34 payments and in revenues dated 05.03.2019 in 

the amount of €8,236 we found 21 payments collected in the cash register with values over €10. 
5 In the revenues dated 09.09.2019 in the amount of €1,970 we found 32 payments by €50 collected at the cash register. 
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2.1.2 Wages and Salaries 

The final budget for Wages and Salaries was €62,738,944, which was spent at 100%. The number of 

employees at the end of the year was 7,337, whilst according to the final budget it was 7,438. 

During the year, 1986 officers were recruited (both medical and other staff), but there were also 

cases when some job advertisements were cancelled in the absence of successful candidates; as a 

result the budgeted number was not filled. We tested 100 samples of €151,953 as part of 

substantive testing, and 12 samples as part of compliance testing. In regard to our testing, we 

found the following:  

                                                      
6 Of these, 53 were doctors, 102 nurses and 43 other staff. Also during the year, there were 91 staff that retired and left.  
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Issue C1 – Shortcomings in keeping evidence of duty shifts, work attendance and payment of 

meals  

Finding  Law no.03/L-212 on Labour, Article 23.7 stipulates that an employer is 

obliged to keep a full record of overtime performed, whilst Article 11.3 

stipulates that an employee working part-time is entitled to all the rights 

deriving from the employment relationship in proportion to the number of 

hours worked. We found that: 

 In six (6) samples of night shifts in UCCK7, required information in 

logbooks was missing and compensations thereon were made based on 

records kept in individual notebooks;  

 In 178 samples of work attendance system records on signing-in and -out 

were incomplete; and 

 In regard to payroll 2019, we found that, despite prior year 

recommendations made, officers who declared their job at HUCSK as 

secondary one (with a salary of 50% or 20 hours of work per week) were 

still being paid a full meal. Meals9 paid in full exceeded €7,962.  

Impact Shortcoming in registration of night shifts and payment of full meals for 

part-time staff increase the risk of making payments without meeting the 

established criteria. In addition, failure to have accurate records on signing-

in and -out of staff during working hours indicates that internal controls are 

not operating thus leading to lack of institutional accountability.  

Recommendation C1 Steering Board and the Director General should ensure that the 

management of all HUCSK units is exercising control over monthly reports 

processed for the payment of night shifts based on night shifts logbooks. 

They should ensure that laws regulating the deduction issues for officers 

and the full functioning of work attendance electronic systems are applied. 

 

 

                                                      
7 3 cases in Ferizaj Hospital, and 1 case in the Hospital of Gjakovë, Mitrovicë and Prizren  
8 9 cases in Mitrovica Hospital, 6 in Ferizaj, 1 in Prizren and 1 in UCCK (three of them had their cards damaged). 
9 The value of the monthly meal is €45.76/ per month and 62 officials had received 348 full meals and the rest were half 

meals. (There were cases when some officials received full meals for up to 12 months and others who received 1, 3 or 5 
months full meals and others half meals etc.) 
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2.1.3   Goods and Services and Utilities  

The final budget for Goods and Services in 2019 was €45,521,087 (including the budget for 

utilities), out of which €44,728,918 were spent. Those mainly relate to purchase of drugs from 

essential list for the secondary and tertiary level, and other expenditures. We tested 100 samples of 

€11,870,664 as part of substantive testing, and 20 samples as part of compliance testing. Identified 

shortcomings are the following; 

 

Issue A2 – Negotiation procedure used without publication  

Finding  The tender for “Cleaning of UCCK interior areas” was held in November 

with a negotiated procedure without publication and resulted in a quarterly 

contract in the amount of €362,705. This tender, with a procurement plan, 

was scheduled to start in April 2019, but the initiation of the process was 

delayed until November, when the preliminary contract expired.  

Article 35.2.1 (iii) of LPP stipulates that this procedure is applied for reasons 

of extreme urgency brought about by objectively verifiable events that were 

not reasonably foreseeable by the concerned contracting authority. The 

application of this procedure is a deviation from the principles of 

transparency and competition, and this event could have been foreseen in 

the procurement plan and no event had occurred to justify its application. 

The reason behind using this procedure was the delay in drafting technical 

specifications for internal cleaning, as this was being done in co-operation 

with the Italian Embassy. 

Impact Application of this procedure is a deviation from the principles of 

transparency and competition, and leads to elimination of competition, thus 

resulting in limitation of the possibility to receive more bids at a lower price. 

 Steering Board and Director General should ensure that procurement 

procedures for contracts about to expire are initiated as planned and that all 

possible obstacles and delays are taken into consideration so that the 

contract is concluded before the current contract is due.  

2.1.4 Capital Investments 

The final budget for Capital Investments was €17,036,267, out of which €16,697,378, or 98% were 

spent. Those relate to purchase of special medical equipment, construction of health facilities, 

medical inventory, etc. We tested 69 samples of €5,609,620 as part of substantive testing, and 12 

samples as part of compliance testing. In regard to our testing, we have identified the following:  
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Issue A3 – Bill-of-Quantities for non-framework contracts amended without CAO’s approval  

Finding  Rules and Operational Guidelines for Public Procurement, Article 61.23 

stipulates that a contract amendment shall not be issued to the economic 

operator prior to obtaining approval from the CAO. The amendment of 

quantities is allowed in framework contracts.  

We found that in the non-framework contract of €43,307 “Repair of the 

existing external lighting network and its expansion” dated 03.10.2018, the 

quantities in some of the executed items were amended by 

increasing/decreasing the contracted quantity, but without changing the 

total contract price. All the 27 contracted items were amended, e.g. one item 

was increased10 from 110m’ to 1073m’, whilst five (5) items were not 

executed at all. Approvals for such amendments were obtained from the 

contract manager only and not also from CAO.  

Impact Amending the contracted bill-of-quantities without approval from the 

procurement office and the CAO indicates weaknesses in the contract and 

controls exercised by senior management. This increases the risk of having 

failed to select the best bid.  

 The Board of Directors and the Director General should ensure that contract 

managers report any deviations from the general terms and conditions of 

the contract by supporting those with specific analyses and that they obtain 

prior approval from the procurement office and the CAO thereon.  

                                                      
10 Contracted Item 3 “Cutting and demolition of the upper layer of roads, pavements and other pathways within UCCK, 

soil of III and IV class and excavation of longitudinal channel of 0.40m*0.80.  
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Issue A4 - Weaknesses identified during physical examination 

Finding  According to framework contract’s terms for “Supply of medical equipment 

-5”, the economic operator is obliged to install and operationalise the 

equipment upon a warranty period of two (2) years. The equipment was 

received and paid for in the total amount of the contract11 in November 

2019. During the physical examination of the equipment we found that 

some of the equipment, amounting €174,000, were not installed and 

operationalised, but were sitting in the UCCK’s warehouse. It was a 

framework contract and was flexible in terms of orders.  

According to the project manager, equipment was not installed due to 

renovations in the clinics. 

Impact Ordering and accepting equipment for clinics under renovation has led to 

expiry of the warranty period for at least 312 months, as the equipment was 

not installed 

 Steering Board and the Director General should, through the contract 

manager, ensure that the equipment is ordered only after the necessary 

renovations are done so that medical equipment do not sit in the warehouse 

and lose the warranty period before being installed.  

                                                      
11 Total value of contract was in the amount of €799,700 
12 Physical examination was carried out in the beginning of March 2020 
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Issue A5 – Shortcomings in procurement procedures  

Finding  Public procurement procedures should be developed in accordance with 

LPP requirements and Procurement Guidelines. ROGPP, Article 28.10, 

stipulates that care should be taken by CA to ensure that the minimum 

qualification criteria (selection criteria) are not used as criteria in the 

contract award process. We found that: 

 In the procurement procedure “Reconstruction and expansion of the 

existing facility of the operating block of the Orthopaedic Clinic” the 

award criterion was the most economically favourable tender. We noted 

that some of the selection criteria were also used as award criteria and 

were scored, such as: Project Manager, contract for the construction of 

health facilities and contract for the construction of hospitals; and 

 The quotation procedure “Supply with gynaecological beds and bohrer 

for Orthopaedics” in Prizren Hospital was conducted even though the 

contract was in the amount of €14,000. According to the procurement 

rules, the threshold for such a contract is allowed up to €10,000. This 

procedure had to be cancelled and an open procedure conducted and 

classify it as a contract of medium value.  

The lack of competence of the responsible persons led to necessary criteria 

not to be used. Whilst in regard to point two, such procedures were 

developed due to hospital’s need for equipment.  

Impact Overlooking of procurement procedures by not clearly and timely defining 

the procurement criteria or procedure means that the value for money may 

not be achieved and the deadlines applied may be shorter than required for 

medium value contracts.  

 Steering Board and the Director General should ask the procurement 

manager that the procedures be initiated in a timely manner and that the 

established criteria are well analysed and they comply with the 

procurement rules before action is taken to initiate procurement procedures. 
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2.1.5 Common Issues on Goods and Services and Capital Investments  

The following common issues relate to Goods and Services and Capital Investments: 

 

Issue A6 – Drafting of technical specifications by adapting to certain trademark  

Finding  Article 28 para. 2 of LPP no. 04/L-042 stipulates that “A contracting 

authority shall establish technical specifications in a manner that is both 

consistent with the purpose of the procurement and directed at providing 

the greatest possible access to all potentially interested economic operators 

and tenderers. A contracting authority is specifically prohibited from 

establishing a technical specification that favours or disfavours one or more 

economic operators.”  

In the tender dossier for “Supply of various food items” (in Peja Hospital) 

we noticed in the chapter of mandatory technical specifications on the 

request of items that the name of the items was specified according to a 

certain trademark.  

The lack of professional competence of the persons responsible for the 

proper specification has resulted in these shortcomings of the procurement 

processes.  

Impact Designing specifications by using names of specific trademarks may favoure 

the winning operators and discriminate others, thus leading to the risk that 

value for money may not be achieved.  

 Steering Board and the Director General should ensure that the design of 

the technical specifications is done in such a way so as not to favour or 

discriminate against potential bidders 
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Issue A7 - Delays in the delivery of equipment and non-application of penalties 

Finding The term of delivery of equipment is defined in special contract terms. In 

the contract13 “Supply with gynaecological beds and bohrer for 

Orthopaedics - Prizren Hospital” in the amount of €14,000, we noticed that 

in the two supplies executed there was a delay of 18 and 25 days beyond the 

deadline set by the contract. Penalties were determined by contract at 0.25% 

per day of the value of supplies, but were not applied. The contract manager 

did not provide any evidence of the extension of the deadline. 

Impact Delays in the delivery of equipment cause inadequate delivery of services to 

patients. In addition, non-application of penalties financially affects the 

failure to achieve the set objectives. 

 Steering Board and Director General should ensure that contract managers 

monitor the fulfilment of contracts by ensuring that the delivery of 

equipment is done according to the terms of the contract, otherwise 

penalties should be applied under the contract. 

Issue A8 - Inadequate segregation of duties in the procurement processes 

Finding  ROGPP, Article 62.3.4, stipulates that “an official from a department who 

prepared the Specification cannot participate as an evaluation committee 

member”. In Prizren Hospital, we identified four cases of inadequate 

segregation of tasks:  

 In the tenders “Supply with administrative inventory” and “Supply of 

the hospital with reagents and consumables for the needs of the 

biochemical-haematological laboratory” we noticed that the official who 

prepared the technical specifications was also appointed in the 

commission for evaluation of tenders; 

 In the tender "Supply with gynaecological beds and Orthopaedics bone 

drills", we noticed that the official who prepared the specifications was 

also appointed chairperson of the commission for evaluation of tenders. 

Moreover, the same official was also appointed contract manager; and 

 In the tender “Construction of the Radiology Annex, second phase” the 

member who was in the commission for evaluation of tenders was 

appointed contract manager. 

                                                      
13 Supply had to be made 30 days after the contract was signed. The contract was signed on 10.04.2019, while the supply 

was made on 31.05.2019 and 07.06.2019. 
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This has occurred as a result of a lack of knowledge about the requirements 

for the segregation of tasks and the reason for the lack of staff 

Impact Ineffective controls have enabled the same officials to be involved in two 

phases of the process, which is contrary to the principles of segregation of 

tasks as a conflict of interest and may affect the evaluation process by 

selecting the winning operator in a non-objective manner. 

 Steering Board and Director General should ensure fair segregation of 

duties amongst officers involved in the procurement process. Officers 

involved in drafting of specifications should not be assigned for tender 

evaluation and the latter cannot engage in contract management.  

Issue A9 - Payments executed by Treasury for court rulings /execution decisions 

Finding  Financial Rule 01/2013 MF, Article 37, all invoices received by a budget 

organisation should be paid within 30 days if not otherwise foreseen under 

the contract. Whereas jubilee and accompanying salaries were regulated 

under Article 17.5 of Collective Sectoral Contract dated 12.06.2018. 

We noticed an increasing trend of payments from the Treasury based on 

court-enforcement decisions. In 2019, as a result of these decisions, 

payments in the amount of €1,219,61114 were made, while in 2018, they were 

in the amount of €304,875. 

We analysed information on payment data in the amount of €977,95315. Of 

these, the principal debt was €873,301, while the procedural expenses of the 

court (execution) were €104,652. This form of payment is increasing the 

expenses to the organization of spending beyond the principal debt. 

According to officers, failure to pay liabilities in time was due to the lack of 

budget thus resulting in funds being taken from inadequate economic 

categories. 

Impact Delays in the execution of payments have affected the cost increase and in 

some cases have jeopardised the implementation of planned projects, 

affecting the misclassification of costs. 

 Steering Board and Director General should ensure that the liabilities arising 

from the collective agreement are planned/budgeted and paid in a timely 

manner and all accepted invoices are paid within the time limits in order to 

avoid additional costs.  

                                                      
14 Payments from Goods and Services category were €641,257 and from Capital Investments were €578,354. 
15 Complete information is missing for UCCK and Mitrovica Hospital who have failed to provide information on all 

principal debt payments and other expenses.  
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2.2 Capital and non-capital assets 

The amount of capital assets presented in 2019 AFS was €239,224,984, that of non-capital assets 

was €5,967,609, and of yearend stock was €9,479,134. We tested 75 samples of €8,131,371 as part of 

substantive testing, and compliance testing.  

We examined whether the bookkeeping process was in compliance with the requirements set forth 

by MoF Rule no.02/2013 on Non-financial Assets Management of Budget Organisations, 

stocktaking process, and assets physical existence. In regard to our testing, we have identified the 

following:  
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Issue A10 – Weaknesses in assets accounting register  

Finding  From the tests and analyses of the asset register we have verified that the 

assets of the HUCSK were not managed according to regulation no. 02/2013 

on asset management (hereinafter the Regulation), as assets were overstated 

by €258,473 while understated by €131,126. Detailed information can be 

found below 

 Assets16 received in the amount of €119,899 were not recorded in the 

asset register, which is contrary to Article 10 of the Regulation which 

states that all assets, after receipt, should be registered regardless of 

whether they are paid or partially paid. Also an asset17 was erroneously 

registered in the amount of €190,000 while the value of the equipment in 

the invoice was €139,000; 

 Assets18 in the amount of €1,036,736 although being ongoing 

investments were incorrectly registered as assets in use - contrary to 

Article 11 of the asset regulation. This has caused a fictitious 

depreciation of €11,227, despite the fact that it is known that the assets 

that are in the phase of ongoing investments are not depreciated”; 

 According to Article 15.3 of the Regulation, "The cost of maintenance of 

capital assets is not considered an improvement and, as such, is not 

recorded as capital expenditure". Payments19 in the amount of €167,473 

were recorded as assets even though they were dealing with the 

servicing and maintenance of medical equipment and, as such, should 

not have been recorded as assets; 

 During the physical examination of the assets in the warehouse of 

Ferizaj Hospital, two (2) equipment in the total value of €8,430 were 

purchased in 2012, namely 2014, which have not been put into 

operation. These equipment were registered in the asset register over 

€1,000 and the net value was 0 although they were not functionalised;  

                                                      
16 # medical equipment – dialyses Mitrovice in the amount of €89,680 and #701001103 medical equipment in the amount 

of €30,218.56 

17 Id no. in the asset register; 58167  
18 Id nos. in the asset register; 50241; 51880; 56173; 51723 and 53864 
19 Id nos. in the asset register; 48166; 50141; 52343; 58178; 50248; 48990; 50043; 6960; 51763; 50184; 50217; 57828 and 47292 
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 Four (4)20 vehicles purchased in 200621 in the amount of €40,000 were 

erroneously registered as ongoing investments and were not 

depreciated at all while the net value was overstated for the total value 

as the net value had to be zero. 

This situation was due to the lack of knowledge of asset officials regarding 

the requirements of the asset regulation. In addition, HUCSK did not use 

the opportunity provided for by Article 4.1 of the regulation for the issuance 

of any internal rules/procedures to clarify to asset officials how to identify, 

preserve and alienate assets. 

Impact Lack of accurate and complete records of assets makes it impossible to 

effectively manage and control assets. As a result of the shortcomings of the 

asset register, we have over/underestimation of assets resulting in their 

unfair presentation in the financial statements. 

 Steering Board and Director General should ensure that all units work 

effectively with asset officers to have a complete asset register. The 

identified and unidentified errors in the asset register should be corrected 

and the value of the assets should be realistic. In addition, adequate training 

should be provided for asset officers in order for the competence to be at the 

right level to avoid all the ambiguities faced by asset officers and to consider 

the possibility of drafting any internal regulations for the identification and 

management of assets. 

                                                      
20 Id nos. in the asset register; 2006000000004220; 2006000000004220; 2006000000004230 UCCK and 2010000000001721 

Prizren Hospital 
21 According to article 22.4 of regulation 02/2013, general depreciation norms for transport vehicles is 7 years 
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Issue C2 - Shortcomings in the e-asset system and inventory 

Finding  Regulation 02/2013 of non-capital assets and stocks must be registered in 

the e-asset system, Article 6.3 Article 24.1 require that the value of assets in 

the AFS is presented only after reconciliation of condition with inventory 

and assessment with the condition of assets. We have identified the 

following: 

 In HUCSK in most programmes (Hospitals and other units), assets 

under €1,000 were not identified in the e-asset system22. Data were kept 

in individual registers of each programme and, based on these registers, 

the AFS were produced. 

The reporting of assets in AFS is required to be done from the records of 

the e-asset system as, from the other evidence, there is a risk regarding 

their completeness and accuracy as the records can be changed at any 

time and without leaving a trace. During 2019, the necessary training for 

access was held, but the access has only been provided to a few units. 

According to those in charge during 2020, they are expected to start 

using the system; and 

 Although the inventory of the assets was carried out, however, the 

inventory reports were not harmonised/compared with the general 

asset register to verify the accuracy of the information about the assets. 

This has happened due to the inadequate functioning of internal 

controls regarding the area of assets.  

Impact Inadequate engagement for the full functioning of the e-asset system and 

non-harmonisation of the assets register with inventory reflects in the 

absence of accurate and complete information regarding the assets under 

management. This increases the risk that the assets will be misused, lost, or 

alienated and at the same time leads to unfair presentation of their balance 

in the AFS.  

Recommendation C2 Steering Board and Director General should ensure that all necessary 

actions have been taken to operationalise the e-asset system for the 

identification of assets under €1,000. In addition, after the inventory, 

harmonisation should be made with the assets register to correct possible 

errors in the assets register.  

 

                                                      
22 With the exception of the Ferizaj General Hospital, HUCSK, Occupational Medicine and Telemedicine  
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2.3 Handling of cash and its equivalents  

Petty cash is a small amount of money held by BO, budget department or small unit – depending 

on budget appropriations – used to cover minor spending needs.  

 

Issue A11 – Inadequate management of petty cash  

Finding  FR No. 01/2013 /MF, Article 29.7, BO cannot receive multiple invoices from 

one supplier to decrease the amount of individual invoices in less than 100 

Euro in order to execute a payment.  

In regard to the closing of "Petty Cash" on 24.06.2019 in the amount of 

€10,000 at UCCK, we encountered cases when multiple invoices were 

received from a supplier to reduce the amount in less than €100. We 

identified two cases where the UCCK received two or more invoices from 

the same supplier within a day. In addition, it is noticed that there is 

frequent expenditures with petty cash for the purchase of medicines and 

medical materials.  

Expenses occurred due to unplanned requests and because distribution of 

invoices was done in order not to exceed the amount of €100. 

Impact Departing from and improper implementation of financial requirements 

and procedures is not only contrary to legal rules and procedures, but also 

increases the risk of mismanagement of cash and supply with non-market 

prices.  

 Steering Board and Director General should analyse the reasons for such 

expenditures and, through the relevant units, should make the most 

accurate assessment of purchasing needs using procurement procedures 

while petty cash funds will be used only for purchases with small values 

which appear in unpredictable cases. 
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2.4 Receivables 

HUCSK disclosed accounts receivable of €53,305 in the AFS of 2019. They related to rents and 

parking.  

2.5 Liabilities  

2.5.1 Outstanding liabilities  

The statement of liabilities at the end of 2019 was €1,525,295. Compared to last year (2018 - 

€2,428,070) there was a decrease of 37%. These liabilities are carried forward to be paid in 2020.  

2.5.2 Contingent liabilities  

The statement of contingent liabilities at the end of 2019 was €3,489,101. We have found the 

following. 

 

Issue A12 – Overstatement of contingent liabilities  

Finding  The AFS of HUCSK are the result of the consolidation of the financial 

statements of 19 programmes, which prepare the individual statements  

We have identified that contingent liabilities in the consolidated AFS were 

overstated by €35,282. This happened because, in the individual statements 

of the Programme "Gjilan Hospital" as contingent liabilities, the value of 

€258,378 was disclosed. We noticed that six (6) cases with a value of 35,282 

€were included in this value, which in 2019 were paid and became final. 

These irregularities occurred as internal controls have not been consistently 

implemented during the year. 

Impact Non-presentation of economic events occurred during the year has led to 

overstatement of contingent liabilities, thus resulting in their incorrect 

presentation in the AFS.  

 Steering Board and Director General should ensure effective controls from 

the units (Gjilan Hospital) in identifying the events and their inclusion in 

the AFS before they are consolidated, especially regarding the disclosure of 

information. 
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2.6 Internal audit function 

The Internal Audit Unit (IAU) consists of the head and three auditors. The IAU drafted an annual 

work plan where seven audits were planned, which were carried out during the year. 

Internal audit reports resulted in a significant number of findings for which 45 recommendations 

were made. Of them, 22 have been implemented, 13 have been in process and 10 have not yet been 

implemented. The scope of the planned audits was mainly in 2019, and have covered audits, such 

as personnel, expenses, procurement, petty cash as well as vehicle management in various 

HUCSK programmes.  

The IAU reported to the CHU – IA on how it operated, including the implementation of reports, 

the number of recommendations made, and their implementation, etc.  

The Audit Committee during the year has held five meetings drawing conclusions and 

recommendations for improving the IAU system. 

3 Progress in Implementing Recommendations  

Our Audit Report on the 2018 AFS of HUCSK resulted in nine (9) recommendations. HUCSK 

prepared an Action Plan stating how all recommendations will be implemented. 

HUCSK submitted the Progress report on implementation of recommendations (30th of September 

2019 and 15th of March 2020) under requests deriving from the Rules of Procedure on 

implementation of audit and action plans.  

At the end of our 2019 audit, five recommendations have been implemented; three were under 

implementation; and one has not been addressed yet. For a more thorough description of the 

recommendations and the way they have been addressed, see Table 4 (Table of recommendations).  

 

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

version shall prevail. 
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Table 4. Summary of prior year recommendations and of 2019 

No Audit area Recommendations of 2018  Actions undertaken  Status 

1 AFS The Steering and the Director General 
should ensure that budget planning for 
maintenance and servicing of 
equipment is done adequately. In 
addition, controls should be effective 
to ensure that non-financial capital 
assets and receivables are disclosed 
correctly in the AFS 

In 2019, the situation 
has not changed in 
terms of the budget for 
the maintenance of 
equipment, while with 
the 2020 budget this 
was addressed. There 
was no improvement 
in assets either, while 
we identified no 
shortcomings in the 
disclosures and 
receivables. 

Unimpleme
nted 
regarding 
AFS 2019 

 

2 Wages 
and 
Salaries  

The Steering Board and the Director 
General should ensure that all HUCSK 
units apply monitoring controls over 
the approval process, keep records and 
compensate on call night shifts, to 
ensure that monthly reports that are 
processed for payment are based on 
on-call journals. We recommend the 
return of funds to the budget for 
HUCSK all payments carried out for 
night-shifts which were not 
documented with evidence. 
Furthermore, to ensure that all staff 
will be recorded into the attendance 
system 

This recommendation 
is partly addressed as 
the number of duty 
shifts without 
evidence has been 
significantly reduced 
(from 36 last year to 6 
cases in the current 
year). While the 
attendance system is 
still not functioning at 
the required level. 

Partly 
implemented  

3 Wages 
and 
Salaries 

The Steering Board and the Director 
General should ensure that upon 
calculation of meals, all responsible 
officials in HUCSK strictly apply all 
legal requirements, and that such 
payments will not be repeated 

The management from 
July 2019 has seriously 
addressed this issue 
and in some cases has 
taken action but some 
cases are specific, as a 
number of staff has 
been released by 
health commissions to 
work part-time. 

Partly 
implemented 

4 Goods 
and 

The Steering Board and the Director 
General should ensure that contracts 

Based on the reports of 
the HUCSK units 

Implemented  
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Services  are overseen carefully by the contract 
manager, and to ensure that no 
supplies are obtained outside the 
quantities specified in the contract. 

during 2019, there has 
been no case of supply 
exceeding the contract. 
The activities for the 
implementation of this 
recommendation have 
been fully 
implemented by the 
responsible 
institutions of this 
recommendation  

5 Goods 
and 
Services 

The Steering Board and the Director 
General should ensure that framework 
contracts will be overseen during 
implementation by respective 
managers, and to ensure that 
certification of payments will not be 
done above the ceiling set for 
framework contracts. 

During the tests 
conducted this year, 
we have not 
encountered such 
cases. 

Implemented  

6 Capital 
investmen
ts  

The Steering Board and the Director 
General should take immediate action 
to review this case and ensure that all 
payments for servicing of medical 
equipment for which are not provided 
services, to request from Operator to 
return the funds to the budget of 
HUCSK. In addition, should be 
strengthened accountability measures 
so that contract managers do not sign 
any receipt report before services are 
delivered 

From the interview 
with the procurement 
manager and CFO and 
from the testing of 
payments during 2019, 
we have not 
encountered such 
cases and according to 
the management, there 
were no such cases. 

 

Implemented 

7 Capital 
investmen
ts 

The Steering Board and the Director 
General should ensure that all advance 
payments are done in accordance with 
the budget law 

No advance payment 
was applied during 
2019. 

Implemented 

8 Assets 
Managem
ent  

The Steering Board and the Director 
General should ensure that all assets 
purchased or acquired by HUCSK are 
recorded in the e-assets module 

During 2019, the 
necessary training for 
access was held, but 
access has been given 
to only a few units - 
programmes. 
According to the 
responsible persons, 

Partly 
implemented 
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during this year, it is 
expected that they will 
start using the e-asset 
system. 

9 Outstandi
ng 
liabilities 

The Steering Board and the Director 
General should engage in improving 
the management of liabilities, by 
preventing entry into liabilities over 
the budget appropriations, and give 
priority to meeting existing liabilities 

The management has 
taken the necessary 
measures in order to 
reduce the liabilities, 
compared to the 
previous year there 
has been a decrease of 
37% and most of the 
liabilities disclosed in 
AFS of 2019 belong to 
December. 

Implemented  

No Audit area Recommendations of 2019 

 

1 Budget 
Planning 
and 
Execution 

Steering Board and Director General should ensure that, in addition to 
adequate budgeting in 2020 of funds for servicing medical equipment and 
elevators, best efforts are made to eliminate misclassifications so that all 
expenditures are paid from appropriate categories according to the chart of 
accounts 

2 Revenues  Steering Board and the Director General should ensure, through financial 
managers, that all hospitals and other units receive payments over €10 through 
bank account. In the event this is not feasible, it should be addressed to the 
Ministry of Finance to change the current regulation. 

3 Wages 
and 
Salaries  

Steering Board and the Director General should ensure that the management of 
all HUCSK units is exercising control over monthly reports processed for the 
payment of night shifts based on night shifts logbooks. They should ensure that 
laws regulating the deduction issues for officers and the full functioning of 
work attendance electronic systems are applied. 

4 Goods 
and 
Services  

Steering Board and Director General should ensure that procurement 
procedures for contracts about to expire are initiated as planned and that all 
possible obstacles and delays are taken into consideration so that the contract is 
concluded before the current contract is due.  

5 
Capital 
Investmen

The Board of Directors and the Director General should ensure that contract 
managers report any deviations from the general terms and conditions of the 
contract by supporting those with specific analyses and that they obtain prior 
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ts approval from the procurement office and the CAO thereon. 

6 Steering Board and the Director General should, through the contract manager, 
ensure that the equipment is ordered only after the necessary renovations are 
done so that medical equipment do not sit in the warehouse and lose the 
warranty period before being installed. 

7 Steering Board and the Director General should ask the procurement manager 
that the procedures be initiated in a timely manner and that the established 
criteria are well analysed and they comply with the procurement rules before 
action is taken to initiate procurement procedures.  

8 

Common 
Issues on 
Goods 
and 
Services 
and 
Capital 
Investmen
ts 

Steering Board and the Director General should ensure that the design of the 
technical specifications is done in such a way so as not to favour or discriminate 
against potential bidders. 

9 Steering Board and Director General should ensure that contract managers 
monitor the fulfilment of contracts by ensuring that the delivery of equipment 
is done according to the terms of the contract, otherwise penalties should be 
applied under the contract. 

10 Steering Board and Director General should ensure fair segregation of duties 
amongst officers involved in the procurement process. Officers involved in 
drafting of specifications should not be assigned for tender evaluation and the 
latter cannot engage in contract management 

11 Steering Board and Director General should ensure that the liabilities arising 
from the collective agreement are planned/budgeted and paid in a timely 
manner and all accepted invoices are paid within the time limits in order to 
avoid additional costs. 

12 

Capital 
and non-
capital 
assets 

Steering Board and Director General should ensure that all units work 
effectively with asset officers to have a complete asset register. The identified 
and unidentified errors in the asset register should be corrected and the value 
of the assets should be realistic. In addition, adequate training should be 
provided for asset officers in order for the competence to be at the right level to 
avoid all the ambiguities faced by asset officers and to consider the possibility 
of drafting any internal regulations for the identification and management of 
assets. 

13 Steering Board and Director General should ensure that all necessary actions 
have been taken to operationalise the e-asset system for the identification of 
assets under €1,000. In addition, after the inventory, harmonisation should be 
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made with the assets register to correct possible errors in the assets register. 

14 Handling 
of cash 

Steering Board and Director General should analyse the reasons for such 
expenditures and, through the relevant units, should make the most accurate 
assessment of purchasing needs using procurement procedures while petty 
cash funds will be used only for purchases with small values which appear in 
unpredictable cases. 

15 Contingen
t liabilities 

Steering Board and Director General should ensure effective controls from the 
units (Gjilan Hospital) in identifying the events and their inclusion in the AFS 
before they are consolidated, especially regarding the disclosure of information. 

 

 

  

 



ZYRA KOMBËTARE E AUDITIMIT - NACIONALNA KANCELARIJA REVIZIJE - NATIONAL AUDIT OFFICE 

 

34 

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: Letter of Confirmation  

 

 


