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Executive Summary 

The Office of the Auditor General (OAG) has carried out an audit of the Annual Financial 
Statements of the Radio Television of Kosova (RTK) for the year ended 31 December 2010. 

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

In our opinion the financial statements in all material aspects present a true and fair view.  We 
would like to draw your attention to the fact that the Statement of disclosure is not clear and that 
several items do not correspond to the other financial statements.  

(ISSAI 400: Unqualified Opinion with an Emphasis of Matter)   

Our audit has identified weaknesses in some areas of financial management described in this 
report.  

In order to improve the functioning of financial management system and internal controls, we 
recommend the RTK Board to secure a review of the existing internal control systems. 
Reasons for lack of implementation should be analysed and proper administrative measures 
taken. A sufficient internal control environment should be established.  

In doing this we recommend you to focus on:  

• Proper commercial management and monitoring; 

• Transparency in procurement management pursuant to applicable legal framework; 

• Developed time registration and salary calculation in line with the Internal 
Regulation; 

• Strengthened external reporting;  

• Establishment of the Audit Committee and securing of a functioning  Internal Audit; 
and 

• Addressing audit recommendations in a more organised way. 

The Management of RTK has acknowledged our findings and conclusions presented in the 
audit report on AFS for the year 2010 and are committed to make every effort to address all 
recommendations given.  
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I. Introduction  

This audit relates to the annual financial statements of RTK for the year ended on 31 
December 2010.  

It is the responsibility of RTK to prepare financial statements and financial report in 
accordance with the International Accounting Standards (IAS) and Financial Reporting under 
the Accrual Basis of Accounting.  

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

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

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

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

• All matters arising from or relating to the audit. 

We have carried out an interim audit of the RTK. During that audit process stage, we focused 
mainly on the quality of financial management and reporting and how the RTK have 
addressed earlier audit recommendations. Based on this we have given advices to the RTK 
Management through an audit memo submitted in December 2010. 

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

• Reviewed the RTK  Annual Financial Statements against the approved budget for 
2010;  

• Determined whether the RTK Annual Financial Statements were prepared in 
accordance with ISFR “International Standards for Financial Reporting;  

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

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

• Undertaken extensive substantive testing of financial transactions;  

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

• Assessed the quality of work of the RTK Internal Audit.  
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In this report we summarise this year’s audit and give a formal opinion on the Annual 
Financial Statement 2010. 

In regard to our audit opinion for RTK annual financial statements, the international auditing 
standards set out specific criteria that govern the type opinion that can be rendered.   

II. Audit Opinion 

 
In our opinion the financial statements in all material aspects present a true and fair view.  
We would like to draw your attention to the fact that the Statement of disclosure is not clear 
and that several items do not correspond to the other financial statements.  

(ISSAI 400: Unqualified Opinion with an Emphasis of Matter)   

III. Status of Prior Years Recommendations  

Last year RTK was audited by the private audit firm Audit & Conto. They gave an 
Unqualified Opinion on RTK annual financial statements for 2009. This firm failed to 
prepare the Management Letter. Consequently, there were no recommendations on 
improvement of financial management within RTK.  

In the same year OAG carried out an audit in RTK with the objective “The follow up of OAG 
recommendations on the audit of RTK financial statements for 2008”. 

According to this report we noticed that RTK did not address recommendations at a 
satisfactory level. The RTK Board failed to undertake all measures related to delegation of 
duties to responsible persons for addressing all recommendations. From our 
recommendations, two were addressed; five were in process of being addressed, while one 
was not addressed at all.  

Recommendation which has been addressed: 

• Timely preparation and submission of Annual Financial Statements to the Assembly 
attached to the RTK Annual Report; and 

• Take further measures to strive finding a solution to block the current   financial 
system. 
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Recommendations which have been partially addressed or are in the process of addressing are 
the following: 

• RTK along with KEK to make an analysis of liabilities from prepayments that KEK 
invoiced the citizens for RTK in the period from 2003 to 2009. The accumulated debt 
during this period is €38,291,060; 

• Finding a solution concerning the sustainable financing of RTK, reduction of number 
of barters, and strengthening of procedures regarding advertisements; 

• The recommendation related to the experiences from “Oxygen Show” case, and 
strengthening of procedures for monitoring the following up of education; 

• Assets to be inventoried, identified with bar-codes and registered in the assets 
registers; and 

• Adopt a statute and finalize the process of recruitment of officials mentioned in the 
report. Make the needed reconciliation between the finance department and human 
resource department. The registration and calculation of all overtime hours and night 
working hours in the department of human resources. Also, a final procurement plan 
to be submitted to the PPA for approval. 

The Recommendation that failed to be addressed is:  

• The functioning of Internal Audit, creating a standard line of reporting and the 
establishment of the Audit Committee. 

Conclusion  

We express our concern regarding the failure to fully address our recommendations. The 
failure to fully address our given recommendations has caused similar problems as previous 
years.  

Recommendation 1 

We recommend the RTK Board to ensure that: 

• The Director takes steps addressing recommendations in a more organised way and take 
measures following this up.   
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IV. Financial Outcome against the Approved Budget 

The analysis of the outcome in the Financial Statements versus the Approved Plan shows: 

Table 1: Overview of budgets and spending 

Description   Final 
Budget 2010

Outcome 
2010 

Outcome 
2009

Revenues from Prepaid  - - 7,080,276
Revenues from Kosova  Budget 10,464,000 10,464,000 -
Marketing revenues 1,500,000 1,733,817 2,540,445
Other revenues 100,000 107,345 164,321
I. Total of revenues 12,064,000 12,305,162 9,785,042
Salary expenditures 4,242,000 4,394,943 4,264,454
Depreciation Expenditures 1,694,000 1,396,092 1,409,765
Overall expenditures (Programme) 4,528,000 5,432,833 5,387,802
Bad Debts provisions     1,826,005
II. Total of expenditures 10,464,000 11,223,869 12,888,025
Operating Surplus/ Deficit  1,600,000 1,081,293 -3,102,984
Revenues from liability provisioning  - -  851,966
Net profit  1,081,293 -2,251,018

 

The table shows that the main revenues are from Kosova Budget (KB). The RTK is 
subsidized from KB till a solution on permanent financing is found.  

RTK had no proper planning over its expenditures. RTK budgeted only the expenditures 
covered from KB and did not plan the other part of expenditures to be covered from own 
source revenues.  

Revenues collected in 2010 were €12,305,162 which was an increase in relation to the budget 
with €241,162. This difference results from the increase of marketing revenues. 

If we compare the marketing revenues of 2010 with 2009 we notice a decrease of €806,628. 
This resulted from marketing restrictions set by IMC and earlier recommendation given by 
OAG when it comes to barter1 exchange. 

The table also shows a difference at the expenditures from provisioning of bad debts between 
2010 and 2009 in amount of €1,826,005. The reason for this is that RTK in 2010 collected 
major part of revenues from KB. Despite this RTK failed to provision the receivables for 
2010. 

                                                 
 
1 Barter- exchange of goods or services without use of money 
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Table 2: The Balance Sheet Statements  

Description  31 December 
2010 

31 December 
2009

Property,  premises and equipments 2,475,826 2,769,981
Intangible assets – TV Shows  2,577,509 1,871,442
The stocks for consumable materials 38,092 261,728
Receivables and other accounts  1,153,417 1,451,688
Outstanding liabilities  207,184 98,310
Cash and cash equivalent 538,093 124,773
Total of assets  6,990,121 6,577,922
     
Social Equity  8,224,255 8,224,255
Accumulated Deficit  -3,258,089 -1,007,071
Under spending/ Deficit of the year 1,081,293 -2,251,018
Total of Equity 6,047,459 4,966,166
     
Long term liabilities  166,757 266,265
Payables and other accounts  673,178 1,266,528
Payable taxes  102,727 78,963
Total of liabilities  942,662 1,611,756
     
Total of equity and liabilities  6,990,121 6,577,922

The balance sheet statement shows that RTK in 2010 compared to 2009 had a positive 
outcome. This was a result of financing from KB and not provisioning the receivables. 

Conclusion  

Taken as a whole, RTK’s AFS indicate a rather good budget execution. Weaknesses were 
noticed especially when it comes to budget of expenditures from own source revenues.  

Recommendation 2 

We recommend the RTK Board to ensure: 

• A better planning on revenues and expenditures, especially regarding own source 
revenues.   
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V. Financial Statements   

V.1 Compliance regarding external reporting   

Based on the RTK reporting legal reporting, we have identified the following: 

• Financial Statements have been signed by the Management and Financial Director; 

• Financial Statements have been signed and submitted within the time limits on 
31/03/2011; and 

• RTK prepared and submitted regular quarterly reports to MEF during 2010 based on 
the Subsidizing Agreement. 

V.2 Information Quality  

The following inaccuracies have not been corrected by management and we are therefore 
reporting them to you in accordance with ISSAI 1260:  

• The statement of disclosures is not clear. It does not correspond with the records 
within the balance sheet statement regarding several items.  

Conclusion  

The statement of disclosures should disclose items with material impact on other financial 
statements.  

Recommendation 3 

We recommend the RTK Board to ensure that: 

• Statement of disclosures is clearer and discloses items whit material impact.  

VI. Budget Execution    

VI.1 Revenues   

In 2010, RTK was subsidized from the Assembly in amount of €10,464,000. RTK used these 
resources to perform its general activities.  

Besides the above revenues, RTK collected own source revenues in amount of €1,841,162 
(€1,260,379 revenues from the sponsorship, marketing €473,438, while, €107,345 other 
revenues such as: revenues from the placement of antennas, rentals, transmissions etc). 
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We have tested own source revenues of all categories, with special emphasis on the revenues 
from sponsorship and marketing. Further on, we have tested 17 samples in details, based on a 
trial balance provided by RTK. Our tests revealed the following findings:  

Insufficient control on the registration and monitoring marketing revenues 

In TV shows such as: “Who wants to be a millionaire” and “Oxygen O2” show, the controls 
have been insufficient related to the registration of marketing revenues. The reports received 
by CMB (agent) over these programs related to the length of calculated commercials do not 
correspond to real length of commercials.     

In several TV shows the length of the commercial exceeds the contract and in some cases is 
under the contracted length. If we calculate in total we may notice that there is no contract 
exceed.  

On TV show “Who wants to be a millionaire”, we have tested four programs (one in 
February and three in December 2010). The difference between them was 129 seconds; RTK 
was invoiced more for €2,469. 

TV program “Pa Rrotulla” dated on 6 February 2010 was invoiced more by CMB for 24 
seconds or in amount of €111.  

Terms of the contract disregarded  

We have tested the TV shows “Oxygen O2” and “Pa Rrotulla” and we found that the 
commercial spaces have been exceeded.  

The transmission of the TV show “Oxygen O2” Was based on an agreement allowing 5 
minutes of commercial space. We have tested 8 shows (four in February and four in 
December 2010). 200 seconds or €1,044 of commercial space have been exceeded while 512 
seconds, or €2,600 in December.    

TV program “Pa Rrotlla” based on the agreement, is allowed 8 minutes of commercial space. 
We have tested 4 TV shows in February 2010 and found exceeding of 160 seconds or €740.  

In total there was no exceeding of commercial space, since using of such commercial space is 
under the contracted agreement in some months.  

Conclusion  

The weaknesses presented lead us to the conclusion that RTK has not paid sufficient attention 
to managing and reporting of revenues. There was no proper monitoring of commercials.  
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Recommendation 4  

We recommend the RTK Board to ensure:  

• Functional controls in monitoring and reporting revenues, especially marketing revenues.   

VI.2 Expenditures   

2.1 Purchases through procurement  

In 2010, RTK planned procurements in amount of €2,749,028. Out of that amount, 
€3,323,648 is executed which have exceeded with 21%. This mainly derived from failure to 
foresee in time the “Purchase of audio-visual works”.     

Within these expenditures we have tested a total of 10 samples (3 samples from the category 
of capital investment and seven from the category of goods and services). Our tests disclosed 
the following findings:  

Failure to identify irregularities by the evaluation committee 

The proper bid evaluation was not made regarding the procurement “Supply with tapes”. 
Although a receipt for paying the electricity was one of the criteria for evaluation of eligible 
EO, this was avoided by the Evaluation Committee. Two EO which have bided the lowest 
price used the same receipt for paid electricity although they had different business addresses. 
There are suspicions that this two operators are family related since they had the same 
surname.    

 Furthermore, the winning EO with the lowest price bid had withdrawn, in order to leave the 
opportunity to the second EO to win the contract. As a result, RTK has paid more expensive 
price for €9,878. 

Announcement of winner in the absence of three eligible operators  

The Evaluation committee and procurement officer qualified four EO as eligible in case 
“Computers and computer accessories”. We found that two of them did not meet 
administrative criteria in order to qualify as eligible. They have delivered the same receipt for 
paid electricity. Further on, the evidences provided on tax payment (TAK certification) and 
certification issued to EO by Commercial Court do not correspond to the period required.   

Bid do not comply with the contract on “Artistic films”  

The discrepancies are noted between the bid and the contract. According to the bid, the 
supply package should contain 136 films, while the contract signed specifies 140 films. The 
difference was for four movies. The value for one film was €550, while for four was €2,200. 
We also noticed that RTK did not have formal report on receiving the films.  
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Conclusion 

Procurement procedures were not fully in compliance with the applicable legal framework. 
This was noticed in all phases of the procurement process.  

These irregularities put in question the provision of goods and services contracted. Therefore 
as a consequence the accomplishments of the RTK objectives are exposed at risk.  

Recommendation 5 

We recommend the RTK Board to ensure that: 

• The Director makes a thorough analysis of the current procurement procedures and 
internal controls. Based on this a new procurement guideline should be drafted and 
submitted to the Board for approval; and 

• Goods and Services are received by the Receiving Committees, and related reports signed 
by the same committees.  

2.2 Other purchases   

The category of other purchases includes all purchases for goods and services not proceeded 
through procurement procedures. In this category we have tested five samples. Our tests 
revealed the following findings:  

The discrepancy of the time contracted with real time of the telecast 

On the testing of seven broadcasted TV programs “Super Gogo”, based on the contract one of 
these telecasts should last 30 minutes, i.e. time for broadcasting seven telecasts shall be 210 
minutes. But, real time of broadcasting these TV programs was 184 minutes with the time 
difference of 26 minutes. As a result, the contractor was overpaid for €3,180.  
 
Violation of contract terms  

Regarding the TV program “Jeta në Kosovë” we identified that RTK failed to pay liabilities 
in time for 10 TV programs in the value of €40,000. Payment deadline under the contract is 
15 days after production of TV program. 

Failure to pay liabilities in time may result in loss of RTK credibility towards its clients.    

Conclusion 

Expenditures were not managed in accordance with the contracts. During the payment 
process realizations of TV programs were not analyzed well in relation to contracted 
agreements.    
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Recommendation 6 

We recommend the RTK Board to ensure that:  

• The Director takes measure securing that payments are made in accordance with contracts  
establishing and maintaining trust in RTK as a business partner. 

2.3 Remunerations  (wages and salaries) 

Wage expenditures in 2010 were €4,394,943. The average number of employees during this 
period of time was 670. We tested 13 personnel files. Our testing revealed the following 
findings:  

RTK failed to fill in all positions  

In testing the personnel, we noticed that the position of Procurement Manager was not 
fulfilled for nearly three years. This position was run by the Acting Procurement Manager. 
This is in contradiction with applicable laws and best practices. 

Shortcomings in maintaining evidence on the coming and going from work 

According to the Regulation on working hours and the evidence on the presence of 
employees on duty it is mandatory to maintain evidences on coming and going from work. 
This is also the base for calculating the salary, which is calculated, based on hours performed.  

Our testing shows that despite many absences, all wages are given without reductions. It is 
the same case with the night working hours whereas, in several cases are not real. 

Payment without valid contract  

For a contract to be valid it is needed to be signed by both parties: employee and employer. 
Our testing identified several cases where employees are paid without valid contract (not 
signed). Reason for not signing of contracts is mainly because of dissatisfaction of 
employees.  

Conclusion 

RTK failed to fill in all vacant positions and had insufficient control on wage expenditures. 
The records for staff arrival/leaving from work were missing.  

Further on, there were some unsatisfied employees who did not sign their contracts and this 
could also have an impact on their work performance. 
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Recommendation 7 

We recommend the RTK Board to ensure that:  

• All vacant positions are filled in order to establish proper segregation of duties and 
responsibilities; and 

• All contracts are signed by employees and RTK Management.   

VI.3 Subsidies and transfers 

Following the termination of agreement with KEK, RTK has not yet resolved the issue of 
funding. Therefore, it is working closely with the responsible authorities in finding a solution 
for sustainable funding. 

As per covering its expenditures, RTK in 2010 was subsidized by the Assembly in amount of 
€10,464,000. 

VI.4 Assets and Debts    

4.1 Capital and non capital assets    

RTK asset register represents gross value of €9,158,472, while its net values is €2,475,826. 

In 2010, RTK purchased assets in amount of €282,295. Our audit was mainly focused on 
purchased assets, their registration and reporting. Our testing revealed following findings:   

RTK have not adopted the regulation on the management of fixed assets 

Officer for Asset Management has prepared a draft regulation on asset management, but it is 
not adopted by the Board of Directors. Lack of regulation did not make the management of 
assets better. 

Incomplete assets records  
 

Each asset must have a barcode in order to be controlled and registered easier. RTK has 
installed advanced software for inventory and equipping assets with bar-codes, but not all 
assets were registered. Within RTK’s asset module, the number of assets listed was 2,319 (by 
quantity), out of which only 991, or 43%, were registered. 

The biggest part of non registered equipment is the one located in the premises of radio. The 
registration process is about to be completed at the Television premises.  
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Assets are not assigned to officials in possession of them 

We noted that all RTK assets were registered to director general. This situation was created in 
the absence of Asset Officer in the past. In the lack of responsibility by employees the assets 
may be misused.  

The Assets officer have now started with the new inventory process and placing new 
barcodes assigning each employee with assets in possession.   

Conclusion 

RTK did not pay enough attention to proper management of its assets. There was no 
regulation adopted for their management and all assets were not registered in the new 
software. This may have impact on the presentation of their fair value in AFS.  

Recommendation 8 

We recommend the RTK Board to ensure that:  

• Internal regulation on asset management is adopted; and 

• Assets registration in new software is finalised, (each employee to be charged with the 
assets under their availability).     

4.2 Debts   

Statement of outstanding liabilities to suppliers at the end of 2010 was €673,178. This 
amount arises from the liabilities to local and foreign suppliers. During the audit of this 
category we have identified the following findings:  

RTK is penalized for failure to carry out liabilities in time   

Based on the contract between RTK and EUTELSAT, RTK is required to pay the 
EUTELSAT on a monthly basis in the amount of €15,200 for the provision of services over 
the satellite segment. Payment must be made to the maximum 30 days from the receipt of 
invoice. In case of failure to perform timely payments, RTK shall be penalized up to 10% of 
the amount invoiced.  

During testing of expenditures for EUTELSAT, it is noted that RTK failed to pay in time 6 
invoices received. As a result of this it is penalized in amount of €743.  

Furthermore, RTK was also delayed in paying “Program Services to the Company Reuters”. 
The invoice was issued in October 2010 in the amount €6,600 (with a payment period of 30 
days) and failed to be paid in this year. This amount remained as a  liability of this year. 
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Failure to timely pay the liabilities may result other penalties on behalf of RTK. Entry into 
liabilities without valid contract and failure to execute TV programs    

In December 2010, RTK received an invoice in the amount of €4,000 for the realization of 
four TV programs “Pa rrotlla”. This value was presented as a liability in its accounting 
ledger. 

Our testing revealed that the contract for this TV program ended in November 2010. 
Furthermore, we also verified the program scheme and noted that these programs were not 
yet broadcasted.  

Following our finding, RTK made required corrections when it comes to this liability.  

Conclusion 

RTK had no functional control during the execution of payments. As a result, there were 
many liabilities at the end of 2010. In one case penalties were paid. Additional control is 
needed during the execution of payments in accordance with contracts.  

Recommendation 9 

We recommend the RTK Board to ensure that:  

• Execution of payments is made by implementing all contracted terms in order to avoid 
penalties.   

VII.  Management Control  

VII.1 Internal Control Systems 

A good internal control system helps each budget organization to achieve the set objectives 
on a better use of public money, ensuring reliable financial reporting. 

RTK failed to provide proper segregation of duties. The position of Procurement Manager 
was led by Acting Manager for three years. Although many announcements were published, 
RTK failed to select a candidate, despite the fact that the Acting Officer in this position had 
applied.  

Deficiencies were noted in the management and monitoring of revenues. Length of 
commercials did not correspond with contracted ones.  

Lack of control function is also observed in expenditure management and asset registration. 
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Conclusion  

The presented findings indicate that RTK lacks both properly designed internal control 
systems and implementation in many cases is weak. These shortcomings had an impact on 
financial result. Failure to fulfil staff positions had an impact in expenditure management as 
well. While in management of revenues there were no controls over commercial monitoring.  

Recommendation 10 

We recommend the RTK Board to ensure that: 

• The Director drafts an Action plan for revitalizing the internal control within RTK which 
shall be adopted by the Board within the three months period.  

VII.2 Internal Audit  

The internal auditor prepared an annual audit plan for 2010. According to this plan, audits 
were planned to be conducted in the following areas: Procurement, Administration and 
Human Resources, Finance and Accounting, Revenues and Expenditures, Marketing and IT.  

RTK did not establish the Audit Committee 

RTK has not established an Audit Committee yet. Within the Internal Audit Unit there is only 
one auditor. He had prepared an annual audit plan 2010, which was not signed by the RTK 
Board.  

Failure to implement the audit plan by Internal Auditor 

The Internal Auditor did not implement the plan. During the year, IA carried one audit in 
procurement. This shows negligence on his and the Management part.  

Conclusion  

Although Internal Audit is a key element of internal control, RTK did not pay attention 
towards it. It had not established an Audit Committee and did not follow up the lack of 
performance of the Internal Auditor. 

Recommendation 11 

We recommend the RTK Board to ensure that: 

• The Audit Committee is established and that Audit Department is completed with the  
qualified staff; and  

• The annual internal audit plan is prepared based on risk assessment and materiality level 
involving high-risk areas.  
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VIII.  Overall Conclusion on RTK Management  

Based on the findings of this report, we estimate that RTK failed to establish a functional 
internal control environment. All vacant positions are not yet completed with needed staff; 
therefore there was a lack of accountability in certain cases.  

The Statement of disclosure was not clear and several items did not correspond to other 
financial statements. 

There was no proper monitoring of commercials in relation to the contracts.  

Procurement procedures were not carried out fully in accordance with applicable framework. 
Also, the staff recruitment was not fully transparent. 

The value of assets in the financial statements was not fully reliable since the asset evaluation 
was not made.  

The execution of payments was not always made in line with the contracts.  

RTK did not establish an Audit Committee. Internal Audit was not operational. He did not 
carry out his audit plan.  

Overall Recommendation 

We recommend the RTK Board to ensure that: 

• The existing internal control system is reviewed. The reason for lack of implementation is 
analysed and proper administrative measures taken. A sufficient internal control 
environment should be established.   
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Annex I. RTK comments and OAG responses   
 
The Management of RTK has been given the possibility to give comments on a draft of this 
report. The Management of RTK has acknowledged our findings and conclusions presented 
in the audit report on the financial statements for the year 2010 and have not given any 
comments.  

Further on, they committed themselves to make every effort to address the recommendations 
given.  
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Annex 2. Different types of Audit Opinions applied by OAG 

(extract from ISSAI 400)  

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

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

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

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

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

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

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

12. An auditor may not be able to express an unqualified opinion when any of the 
following circumstances exist and, in the auditor's judgement, their effect is or may be 
material to the financial statements:  

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

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

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

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

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

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

 

.  


