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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 to contribute to sound financial management in the 

public administration. 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 Water and Wastewater 

Regulatory Office in consultation with the Assistant Auditor 

General, Valbon Bytyqi who supervised the audit. 

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

by Valbona Tolaj – Team leader, Hysen Boqolli and Abdurrahmon 

Berbatovci  under the management of the Head of Audit 

Department Bujar Sejdiu.  

 

 

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

http://zka-rks.org  
 

http://zka-rks.org/
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Executive Summary  

Introduction  

This report summarises the key s arising from our audit of the 2016 Annual Financial Report of the 

Water and Wastewater Regulatory Office, which determines the Opinion given by the Auditor 

General. The examination of the 2016 financial statements was undertaken in accordance with the 

International Standards on Supreme Audit Institutions. Our approach included such tests and 

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

Our audit focus (detailed in Annex 1) has been on: 

 

The level of work undertaken by the National Audit Office to complete the 2016 audit is a direct 

reflection of the quality of internal controls implemented by the Management of the Water and 

Wastewater Regulatory Office.   

Opinion of the Auditor General 

Unmodified Opinion with emphasis of matter  

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

We draw your attention to the fact that accounts receivable are overstated for €154,018.  

For more, please refer to Section 1.2 of this report.  

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

We would like to thank Director General and his staff for the cooperation during the audit 

process.  

The Annual Financial 
Statements

Governance
Financial Management and 

Control
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Key Conclusions and Recommendations  

 

 

 

 

 

 

 

  

Emphasis of Matter reflects 
weaknesses in controls in 

confirming the value of receivable 
accounts disclosed in AFS. 

The Director General should analyse the 
reasons of Emphasis of Matter and 

identify the necessary actions in order to 
enable a fair presentation of accounts  

receivable in AFS of 2017 (see sub-
chapter 1.2). 

The self-assessment checklist the 
respond towards the prior year 
recommendations as well as the 

governance arrangements pertaining 
to risk management and 

menagement reporting are not being 
addressed appropriately towards 

organization improvement. 

The Director General should apply a 
strict process in order to ensure that 
self-assessment and governance are 

addressed actively where key 
issues/progresses are reported on 

monthly basis to the managment  ( see 
issues 2-5). 

Even though internal controls are 
mainly efficient, there are weknesses 
in revenue, and staff management , 

goods and services and in asset 
management. 

The Director General should apply a 
detailed assessment of the areas 

highlighted in this report in order to 
identify the reasons on emerging 

weaknesses as well as the necessary 
actions for addressing them ( see issues 

6-9). 
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1 Annual Financial Statements and other External 

Reporting Obligations   

Introduction  

Our review 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 

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

information has been provided to ensure that a comprehensive audit can be undertaken.   

1.1 Audit Opinion  

Unmodified Opinion 

We have audited the AFS of the Water and Waste Water Regulatory Office  for the year ended on 

31st of December 2016 which comprise of the Statement of Cash Receipts and Payments, Budget 

Execution Statement and the Explanatory Notes of the Financial Statements.  

In our opinion, the Annual Financial Statements for the year ended on 31st of December 2016 

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

Accounting Standards (cash based Accounting), Law no.03/L-048 on Public Finance Management 

and Accountability (as amended and supplemented) and Regulation No.01/2017 on Annual 

Financial Reporting of Budget Organisations by the Ministry of Finance.  

Basis for the opinion 

We conducted the audit 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.   
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Emphasis of matter  

We draw your attention to the fact that the value of receivable accounts is overstated for        

€154,018 because the amount of revenues collected in this account is mistakenly presented. This 

reflects poor controls over the values reported in the AFS. Our opinion has not been modified for 

this issue. 

Responsibility of Management and Those Charged with Governance and AFS  

The Director General of WWRO 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 

number 03/L-048 on Public Finance Management and Accountability (as amended and 

supplemented).  

The Director General  is responsible to ensure the oversight of WWRO 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 always detect a material misstatement when it exists. 

Misstatements can 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 Management, as well as evaluating the 

presentation of the financial statements. 
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1.2 Compliance with AFS  and other reporting requirements  

WWRO 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 with Law no.03/L-

221, Law no. 04/L-116 and Law no. 04/L-194; 

 Compliance with Financial Rule no.01/2013; 

 Compliance with Financial Rule no.02/2013; 

 Action Plan on implementation of recommendations; and  

 Requirements of Financial Management and Control (FMC) procedures. 

A number of financial adjustments were required to the draft AFS and we have also made other 

suggestions to improve narrative disclosures and to ensure the completeness of the disclosures. 

WWRO made some corrections in the final AFSs, but additional errors were identified, namely the 

annexes of the disclosures were not attached. 

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

Officer on the occasion of submitting drafts to the MoF, it may be considered as correct.  

In the context of other external reporting requirements, we have no issues to raise. 

1.3 Recommendations for the first part of the report 

For the aforementioned issue at the audit opinion, the following recommendation is given:    

Recommendation 1 The Director General should ensure that an analysis is undertaken to 

determine the causes of emphasis of matter. Actions should be taken to 

address the underlying causes in a systematic and pragmatic manner to 

remove errors in presentation of reported values in AFS 2017. The other 

aspects of compliance during the preparation of AFS should be applied as 

well. The declaration given by Chief Administrative and Financial Officer 

should not be submitted unless all controls and necessary reviews have 

been applied to AFS draft.  
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2 Governance 

Introduction 

Effective governance arrangements are fundamental to WWRO for successfully managing the 

challenges it faces and ensuring that service delivery is optimised for the benefit of taxpayers and 

other service users.  

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. 

Similarly the self-assessment checklist  provides a framework for developing enhanced 

Governance arrangements. It is important that the answers provided  are supported by 

appropriate evidence.  

The remainder of our review of governance arrangements reflects a consideration of: 

 those areas of Governance Arrangements where significant improvements are required 

and where we believe that our recommendations can generate positive improvements; and  

 areas of Financial Management and Control identified through our audit work including 

specific work directed at compliance issues in key income and expenditure systems (these 

areas are considered in Section 3 of this report) 

Overall Governance Conclusion  

There is a number of governance weaknesses within WWRO particularly related to risk 

management, management reporting and effective monitoring of some of Regional Water 

Companies ( RWC). The self-assessment checklist completed by WWRO only partially reflects this 

situation. Other arrangements which would support the development of governance such as an 

effective response to audit recommendations are still not at the intended level.  

The fulfilment of obligations and implementation of work plan for 2016 was very challenging  for 

WWRO, due to delays in selection of senior management- Director and Deputy Director from the 

Assembly of Republic of Kosovo. This has led to delays is several activities, such as:  Amendment 

and adoption of tariff orders and Administrative Instruction on the Annual License Tax.  
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2.1 Progress in the Implementation of Prior Year 

Recommendations 

Our Audit Report on the 2015 AFS of WWRO resulted in nine (9) key recommendations. WWRO 

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

At the end of our 2016 audit, four ( 4) recommendations  have been implemented; three ( 3) are in 

the process of implementation ; and two(2) have not been addressed yet. For a more thorough 

description of the recommendations and how they are addressed, see Annex III.  

 

Issue  2 - Addressing Prior Year Audit Recommendations – High Priority  

Finding  Although management has implemented a formal process of managing and 

monitoring the implementation of the Auditor General's recommendations, 

the action plan has not been fully implemented. Some of the 

recommendations have remained unimplemented. 

Risk Incomplete implementation of the recommendations affects the non-

improvement of internal controls in the main financial and managerial 

systems, and as a result we have the repetition of the same shortcomings 

from year to year. 

Recommendation 2 The Director General should ensure that the action plan is reviewed, by 

analysing the causes of unimplemented recommendations, and set  a new 

timeframe , as well as the accountable staff for their implementation. The 

areas of greater importance should be the prime focus. The implementation 

of this plan should be monitored continuously. 
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2.2 Self-Assessment Checklist of FMC components  

The Ministry of Finance has produced a detailed self-assessment checklist for Budget 

Organisations to support effective governance arrangements. We have tested the quality of FMC 

self-assessment submissions made to the Ministry by assessing each component of the checklist. 

We have summarised our findings for WWRO below and the summary of our work across all 

audits will be consolidated in our Annual Audit Report. This is not intended to give a 

commentary on the quality of the whole self-assessment questionnaire submission but will 

provide a ‘snapshot’ across a number of key questions to support MoF in its attempts to increase 

the effectiveness of the process and develop the FMC system as a whole.  

 

Issue  3 – Self Assessment Checklist – High Priority 

Finding  As part of our audit we have considered key questions related to the five 

components of the self-assessment checklist. For the questions considered 

we found that: 

1. The Self-Assessment questionnaire completed by WWRO acknowledged 

that required risk management systems were not yet in place. Although,  

some positive steps have been taken, there is still no proper risk 

management process, as required by the FMC procedure; and 

2. WWRO produced the work plan for 2016 but it did not upgrade the 

strategic plan for the new mandate. The drafting of the strategy was  

considered in place  on the self-assessment checklist based on the 

Strategic Plan 2015-2017, but it is  not in line with the new 

responsibilities set out in the new Law1. 

This situation has occurred due to the obscurities within WWRO 

pertaining to the importance of this questionnaire,  and who is the 

responsible officer using these mechanisms towards  supporting the  

operational upgrades/improvements. 

Risk Poor governance arrangements affect the weakening of strategic and 

operational processes and reduce the quality of services provided to citizens 

through inefficient and ineffective activities. 

Recommendation 3 The Director General should ensure that the completion of the self-

assessment questionnaire is reviewed and that the areas with weaknesses 

are proactively addressed. A mechanism should be applied in order to 

confirm the accuracy of the questionnaire with supporting documentation. 

                                                      
1 Law No: 05/L-042 on regulation of water services  
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2.3 Specific Governance Reviews 

Our work on specific areas of governance arrangements has been informed by our audit planning 

which considered the context within which WWRO operates and the challenges that it faces.  

2.3.1 Monitoring arrangements 

WWRO is legally obliged to monitor seven (7) licensed RWCs ( Regional Water Companies)  to 

ensure that they are implementing the applicable Law and Regulations in order to ensure the 

protection of consumers.  

The new law, besides confirming once again the role and responsibilities of the regulator, it has 

further defined some responsibilities in the field of monitoring, reporting, inspection, and 

reviewing and approving internal acts of service providers such as;  business plans, asset 

management, long-term investments, drought management and water supply in emergency 

situations. WWRO also reviews and approves internal regulations and procedures of service 

providers  in solving customer complaints, customer service, metering  and billing and service 

intermissions. 

    

Issue  4 – Inefficient monitoring of Regional Water Companies – High Priority  

Finding  In accordance with the new Law, the Director General with an order has 

deducted the administrative fee for network connection from €50 to €5 and 

a fine of €100 for illegal connection was removed. Even after these acts, 

WWRU inspectors found that: 

• RWC "Prishtina" applied the administrative fee for connection of €50  to 

865 consumers, RWC "Bifurkacioni" of 197 consumers, and RWC 

"Mitrovica" to 30 consumers. ARrU had requested RWCs to re-purchase 

these consumers but the fulfilment of this request had not yet been 

confirmed; and 

• RWC "Prishtina" charged 99 consumers with a fine of €100 for 

connection. After the recommendation from WWRO, there was a 

correction made to 79 consumer by applying a discount from the total 

debt, while this correction was not done yet to 20 customers. 

We identified that the Director General sent early warnings to RWCs but the 

excepted results were not delivered yet.  

Risk The incorrect application of taxes and fees for water services by RWCs 

results in financial damage to citizens and violation of consumer rights. 
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Recommendation 4 The Director General should determine why the monitoring of RWCs was 

not effective and take appropriate actions to ensure a fair and continuous 

application of RWC tariffs to consumers. The Director General should 

implemented the procedures defined after the warning according to the 

deadline.   

2.3.2 Management Reporting and Accountability  

A range of internal controls are applied by Management to ensure that financial systems and 

operational activities operate as intended. It is important that these include appropriate reporting 

to management to enable an effective and timely response to identified operational problems.  

 

Issue  5 – Weaknesses in Management Controls – High Priority  

Finding  Our review of the management controls applied to WWRO key financial 

system highlighted poor quality financial reporting of expenditures and 

revenues. This is because the format of management reports does not 

provide explanations for variances against budget and analysis with regards 

to the differences between planned and executed performance.   

Risk Poor quality of financial and activity reporting to senior management has 

reduced the management’s ability to proactively manage the operations and 

undermines effective budgetary control. Similarly, it may result in poor 

quality service delivery. 

Recommendation 5 The Director General should ensure that  a review is implemented to 

determine the format of financial and operational reporting to senior 

management which is required to support effective business management - 

and ensure that  an appropriate solution is in place by 1 October 2017. 

2.4 Internal Audit System 

WWRO does not meet the criteria for establishing an Internal Audit Unit based on Administrative 

Instruction No. 23/2009 on the Establishment and Functioning of the Internal Audit Unit in the 

Public Sector. 

Recommendations 

We have no recommendations in this area. 
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3 Financial Management and Control 

Introduction 

Our work on Financial Management and Control outside of the areas of Governance referred to 

chapter two  reflects the detailed work undertaken on Revenue and Expenditure Systems. As part 

of this we consider Budget management, Procurement and Human Resources, and Assets and 

Liabilities. 

Financial Management and Control Conclusion 

WWRO has good controls in relation to its statutory obligations. Financial management and 

control have proven a good process of review and assurance in the implementation of legislation 

and other control processes. 

Despite the achieved progress , in the context of financial systems, controls over part of the 

payments, staff recruitment, and e-asset  software application have not been sufficiently effective. 

3.1 Budget Planning and Execution 

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

This is highlighted in the following tables: 

Table 1. Own Source revenues ( in €) 

Description   
Initial 

Budget 
Final 

Budget 
2016 

Receipts  
2015 

Receipts 
2014 

Receipts 

Own Source Revenues  180,018 180,018 187,412 336,989 364,370 

Total 180,018 180,018 187,412 336,989 364,370 

In 2016, the revenue collection had exceeded the planning with  €7,394. All collected revenues  

have been transferred to the Kosovo Budget (KB). 

The total collection of  revenues  compared to previous years shows a decline in collection by 45%. 

This was as a result of inability for licensing RWCs due to the lack of senior management. 
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Table 2. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget2 
2016 

Outturn 
2015 

Outturn 
2014 

Outturn 

Sources of Funds   358,733 305,145 304,579 292,008 324,106 

Government Grant -
Budget  

358,733 305,145 304,579 292,008 324,106 

The final budget compared to the initial budget was reduced by €53,588. This reduction was made 

with Government decisions. 

In 2016 WWRO used 99% of the final budget or €304,578, an improvement of 3% compared to 

2015. The budget execution is satisfactory and below we have explained the current position. 

Table 3. Spending of funds by economic categories - (in €)  

Description 
Initial 

Budget 
Final 

Budget 
2016 

Outturn 
2015 

Outturn 
2014 

Outturn 

Spending of funds by 
economic categories 

358,733 305,145 304,579 292,008  324,106  

Wages and Salaries 217,736 186,970 186,970 177,792 188,455 

Goods and Services  134,495 114,070 113,610 109,329 130,391 

Utilities 6,503 4,105 3,999 4,887 5,260 

Explanations for changes in budget categories are given below: 

 The budget for wages and salaries was reduced by a Government decision with  €30,766 as 

a result of the surplus due to delays in appointment of senior management; 

 The budget for goods and services was reduced with €20,426 by Government decision due 

to change of the Law on Public Procurement (PPL) where the competences to conduct 

procurement procedures have been transferred  to the CPA; and 

 Budget for municipal services has been shortened to € 2,398 by Government decision. 

Recommendations 

We have no recommendations in this area. 

  

                                                      
2 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
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3.1.1 Revenues 

In  2016 WWRO has generated revenues of €187,412 or with a decrease of about 45% compared to 

the previous year. The source of WWRO revenues is the RWC's Annual License fee (ALF). 

 

Issue   6 – Weaknesses in the licensing process of RWC – High Priority 

Finding  Our audit has identified ineffective controls in the RWC licensing process 

and revenue management that resulted in the following weaknesses: 

• For the last two (2) months of 2015 and five (5) months of 2016, RWCs 

operated without licenses due to the lack of WWRO senior management. 

These delays resulted with €210,021  loss for KB; and 

• WWRO did not perform monthly reconciliations with the Ministry of 

Finance / Treasury for collecting revenues as required by the Financial Rule 

03/2010 on Revenues. 

Risk Delays in licensing RWCs in addition to the financial loss for KB may result 

in poor quality water services for Kosovo citizens. Failure to perform 

monthly reconciliations may result in incorrect values of collected revenues. 

Recommendation 6 The Director General should, in cooperation with Kosovo Assembly, 

identify effective mechanisms that prevent the operation of RWCs without 

licenses and establish controls for their full implementation. Monthly 

reporting/reconciliation with the Treasury should be performed on a 

regular basis to ensure compliance with the Regulation and that the revenue 

values are accurate and complete. 
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3.1.2 Wages and Salaries 

Wages and salaries are paid through a centralized system. The controls operating at the level of 

the Institution relate to: authorization of the payroll, verification of possible changes, budget 

review, reconciliation with the Treasury etc. During 2016 WWRO had a total of 19 employees. 

 

Issue  7 – Challenges in staff recruitment – High Priority 

Finding  Although key controls confirming the accuracy and completeness of the 

payments have functioned, some staff management controls were  not fully 

effective, such as: 

• With the  new Law it is foreseen that  the Inspection Unit provides 

support in inspecting the compliance of service standards with water 

service providers. WWRO failed to recruit the two key positions of this 

Unit (Head of the  Inspection Unit and the  Officer for Legal Issues and 

Licensing) due to the lack of budget; and 

• The position of the Certifying Officer at WWRO is not specified in the 

Regulation on the Systematization of Jobs respectively in the 

Organogram. This position was planned to be carried out by the 

financial analyst of fees which represents incompatibility with the 

requirements deriving from the LPFMA. 

Risk Non-functioning of all units foreseen with organogram reduces the 

effectiveness of the operations and may result in failure to achieve the 

organization's objectives and poor services for the citizens / consumers. 

Non-definition of  the position of the Certifying Officer directly affects the 

implementation of internal controls. 

Recommendation 7 The Director General should review the reasons for non-execution of 

recruitment,  and ensure that actions are taken to address the raised issues 

and avoid such obstacles in the future. It should also review the position of 

the Certifying Officer within the institution to ensure its independence and 

functioning as required by FMC. 

  



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

 

18 

3.1.3 Goods and Services and Utilities  

The final Budget for goods and services and utilities in 2016 was €118,174. Of these, €117,608 or 

99% of the budget was spent.  

3.2 Assets  

3.2.1 Capital and Non Capital Assets   

The value of capital assets (over €1,000) disclosed in the AFS of 2016 was €3,045. The value of non-

capital assets (under €1,000) was €19,939 while the value of the stocks was €8,721. 

 

Issue  9 – The usage of e-asset - Medium Priority 

Finding  WWRO did not manage to functionalise  the  "e- asset " system to register 

non-capital assets under €1,000 due to difficulties in using this system. In his 

absence, these assets were registered in an excel document which does not 

contain complete and accurate data. Failure to use the e-asset  system may 

cause for WWRO  to fail towards  delivering  complete and accurate reports 

according to the required standard format. Because of this, we could not 

determine the accuracy of the information presented in the amount of 

€19,939. 

Risk Non registration of  assets in the e-asset  system is in violation with  

Regulation No. 02/2013 on asset management. Keeping of assets with  

incomplete and traceable documents may result in the damage/ or  

uncontrolled loss of assets   and in their incorrect value in the PFV. 

Recommendation 8 The Director General should, in cooperation with the Ministry of Public 

Administration, analyse the reasons for the non-utilizing  of the e-asset 

system and consider the need for staff training , in order to ensure that 

registration and asset management are conducted in accordance with the 

requirements of the Regulation. 
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3.2.2 Receivables   

The balance of WWRO receivables at the end of 2016 was €33,394. The issue of overestimating 

these accounts reported in FIF 2016 is dealt with in subchapter 1.2 of this report. 

Recommendations 

We have no recommendations in this area. 

3.3 Outstanding Liabilities  

The statement of liabilities not paid to suppliers at the end of 2016 was €6,837. These liabilities are 

carried forward to be paid in 2017. WWRO has handled its liabilities in accordance with legal 

requirements. Liabilities were mainly related to receipts received after the termination of payment 

deadlines. 

Recommendations  

We have no recommendations in this area.   
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Annex I: Audit Approach and Methodology 

The responsibilities placed on the Auditor and Those Charged with Governance are detailed in the 

Opinion set out in Section 1.2 of this report. 

While a key output of our work is the audit opinion this report reflects the totality of our work 

with specific focus also on Governance s including Financial Management and Control. The latter 

is informed by our extensive, risk based, compliance audit programme. 

The Executive Summary is intended to highlight the key finding of the audit and the key action 

that the Director General should ensure are taken to address identified management/control 

weaknesses. 

The detailed report provides an extensive summary of our audit finding with emphasis on 

determining the cause  audit findings and providing appropriate recommendations to address 

these. For completeness we have included s identified at the interim audit where they remain 

relevant.  Our findings are defined as: 

High Priority - s which if not addressed may result in a material weakness in internal control and 

where action will offer the potential for improvements to the efficiency and effectiveness of 

internal controls; and 

Medium Priority - s which may not result in a material weakness but where action will also offer 

the potential for significant improvements to the efficiency and effectiveness of internal controls.  

Findings considered low priority were reported separately to finance staff .  

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

substantive testing and associated governance arrangements only to the extent considered 

necessary for the effective performance of the audit. Audit findings should not be regarded as 

representing a comprehensive statement of all the weaknesses which exist, or all improvements 

which could be made to the systems and procedures operated.  
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Annex II: 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  three types of modified opinions: a qualified opinion, an adverse opinion and a disclaimer of 

opinion. 

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. 
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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. 

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.  
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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 III: Prior Year Recommendations  

Audit 
Component 

Recommendation  given Implemented  Under implementation  Not 
implemented 

1.3 Compliance 
with AFS and 
other reporting 
requirements 

The Director General should ensure that an analysis is 
undertaken to determine the causes behind the 
classification of expenditure and appropriate 
disclosures in AFS. The Declaration made by the CEO 
and CFO should not be submitted unless all necessary 
checks have been applied 

  No measures 
taken. 

2.4 Self-
Assessment 
Checklist 

The Director General should ensure that a review of 
processes for filling the self-assessment checklist is 
implemented and that areas of weaknesses, i.e. risk 
assessment and reporting are addressed. 

 The self-assessment checklist is 
completed but does not reflect the 
actual state of all components ( 
risk assessment and qualitative 
management reporting).  

 

2.5.1 Risk 
Assessment 

The Director General should ensure that immediate 
responsibility for risk management is delegated to a 
named official and ensure monthly reporting on the 
implementation of requirements in this area and the 
risks that are being managed. 

 The formal list was drafted, but 
not the risk register as required by 
FMC procedures.  

 

2.5.2 
Management 
Reporting 

The Director General should ensure that a review is 
implemented to determine the format of financial 
reporting to senior management which is required to 
support effective business management - and ensure 
that an appropriate solution is in place. 

  No measures 
taken.  
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3.3 Budget 
Planning and 
Execution 

The Director General should ensure that expenditures 
are planned and implemented under the appropriate 
categories in order to provide a clear view of the 
nature of incurred expenditures presented in AFS. 

Yes    

3.4 Procurement The Director General should ensure that mobile 
services are delivered through appropriate 
procurement procedures which provide a transparent 
and competitive purchasing. 

Yes    

3.4 Procurement The Director General should ensure that mobile 
services are delivered through appropriate 
procurement procedures which provide a transparent 
and competitive purchasing. 

Yes    

3.5 Expenditure 
not related to 
Procurement 

The Director General should consider calculating the 
expenses for the way allowances are applied under 
the rules for official trips. 

Yes    

3.7.1 Capital 
and Non Capital 
Assets 

The Director General should continue with efforts to 
ensure that all vehicles belonging to the Agency are 
registered as official vehicles and continue putting 
efforts to secure official plates by following the 
requirements of the 

relevant requirements of AI. 

Yes   
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Annex IV: Letter of confirmation 

 

 

LETTER OF CONFIRMATION  

For having agreed on the Auditor General’s findings of 2016 and implementation of 

recommendations:   

 

To: National Audit Office                                                                        Venue and date: 20.06.2017 

 

 

Honoured, 

We hereby confirm that: 

 We have received the draft audit report of the National Audit Office on the 2016 Annual 

Financial Statements of Water Services Regulatory Authority, hereinafter referred to as the 

Report; 

 Agree on the findings and recommendations and I have no comment on the content of the 

Report; and  

 Within 30 days from receiving the final report, I will submit the action plan on 

implementation of recommendations including the deadlines and responsible staff for their 

implementation.  

 

 

General Director: 

Mr. Raif Preteni 
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