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ADDRESS BY THE AUDITOR GENERAL

Honourable President, distinguished Members of
the Assembly of the Republic of Kosova

This is the fourth Annual Performance Report
I, as the Auditor General, submit to you. This
report focuses on how I have used the
resources you have entrusted to me. In
addition it strives to summarise the results my
office has achieved during 2011. The report
also allows a comparison with earlier budget
years.

The Annual Performance Report isan important
feedback to the Assembly giving a base for
holding me to account for the execution of my
mandate in 2011.

At the same time the report should serve as an
input for the budget dialogue for the budget year
2013.

During the budget year 2011 we finalised the
audit season 2010/11 in August and started the
audit season 2011/12 in September.

Looking in retrospect we can, in my view, state
that the prerequisites given by the Assembly in
forms of significantly higher financial resources
and a higher staff ceiling compared with three
years ago are well used. The audit quality and
coverage as well as the impact of our work are
steadily getting better.
This is a consequence of a better focus on

results and a constructive approach amongst
my auditors and support staff, steadily raising
their professional level. But, important has also
been our cooperation with the new Committee
for Oversight of Public Finances who, despite a
shorter season than normally, analysed a huge
number of reports as well as our development
cooperation with the executive within the Public
Financial Management field. A new form of
dialogue with the audited organisations does
also contribute to this encouraging progress.
Last, but not least, the contributions from our
international cooperation partners must be
recognised.

The changed approaches create new
opportunities for my office and our main
stakeholders, the Legislature and the Executive.
Recently approved changes in the legal
framework for financial management reflects a
commitment to develop the effectiveness and
the efficiency in producing service to the
citizens. To ensure this in practice, in a
transparent manner and in a responsive way is a
challenge for all participants.

Independence is a prerequisite for a well
functioning public external audit. A new legal
framework for the Auditor General is now in the
pipeline. Ensuring that this framework is in
accordance with internationally recognised
standards and properly implemented is one of
my main priorities under the coming years.This
is reflected in the agreements reached with the
current and new partners who will assist us in
this in the foreseeable future.

Our strategy is to become a public external audit
institution which in a sustainable way fully
implements internationally recognised public
sector auditing standards and good European
practice. Constructive cooperation and strong
budget dialogue with our main stakeholders is a
must in fulfilling these ambitions.

I do hope that this report contribute to this.

Prishtinë, 30 April 2012

Auditor General
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OAG IN BRIEF

“Contribute to sound financial management in the public administration. We

shall perform quality audits in line with internationally recognized public sector auditing standards
and good European practices. We shall build confidence in spending of public funds. We shall play
an active role in securing of taxpayers' and other stakeholders' interests in enhancing public
accountability”.

have in place the Supreme Audit Institution (SAI), the National Audit Office of

Kosova, entirely owned by Kosovars and being regarded by its international peers and national
stakeholders as a Well Performing SAI.

: With a special emphasis during the Strategic Planning Period (5 years) we

enhance the skills of professionals engaged in a positive learning-oriented approach; improve close
relationships with our stakeholders, local and international partners; participate in the international
community of SAIs; and provide reliable assurance to the citizens of Kosova and their elected
representatives regarding the economic, effective, and efficient use of public resources.

dedicated not only to providing quality information on the use of public funds, but also
assisting our audited bodies to improve their financial management systems – adding value to their
businesses.

dedicated to assist in building good governance in the Kosova Public Administration and
being responsive to expectations.

is to

is to

We are

We are

Our mission

Our vision

How we do it
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1. PERFORMANCE SUMMARY

MAIN POINTS:

Audits in time, with quality and relevance

Assisting in the development of good governance and PFM

Holding into account

The audit season 2010/11

The audit season 2011/12

ended by the end of August 2011. In total, we carried out 89 and reported
87 different audits. In more detail we submitted:

Kosova Budget (KB) Audit Report;
76 regularity audits under the KB;
Four (4) regularity audits on Publicly Owned Enterprises;
Four (4) Financial Management audits;
One (1) Performance audit; and
One (1) donor fund audit

started in September 2011 and we plan to report 105 audits:

We have established good relations with the Assembly's Committee for Oversight of
Public Finances (COPF) which is using the OAG as an input for holding the
managers to account and developing forms of inter-institutional cooperation; and

We have prepared the Annual Performance Reports on time and discussed it in the
Committee for Oversight of Public Finances as a base for holding the Auditor
General to account for the management: of the Office.

�

�

�

�

�

�

�

�

�

�

�

�

�

�

�

KB Audit Report;
86 regularity audit reports under the KB;
Two system based audits;
Four (4) performance audits;
Eight (8) management audits; and
Four ((4) donor funded audits.

Based on our audit conclusions we have actively participated in different
interventions, creating a sound base for good governance, transparency and
accountability.
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Corporate governance modernisation

We have updated the Corporate Development Strategy in order to be responsive to
new needs and prerequisites as well as to emphasise ownership and sustainability;
and

Successfully completed the Twinning Project Partnership with the Audit Offices of
the United Kingdom, Slovenia and the Netherlands. These partners helped us to
develop our businesses by applying internationally recognised auditing standards and
European good practice; and
Arranged a conference discussing trust, accountability and responsiveness.
Representatives from the Assembly, Government, Media and Civil Society
introduced their views on the current situation and how to develop further.

�

�

�

�

�

�

�

�

�

�

�

We have continuously restructured our office to stimulate professionalism and
efficiency as well as developing new tools and instruments ensuring a results
oriented approach, focus, productivity, and good management control.

Reduced the number of outsourced audits from 23 in 2010 to 18;
Introduced interim audits in all our audits with the aim to be more preventive and assure
that our recommendations are properly addressed;
Updated the Quality Management System for our audit reports and reorganised to
ensure its implementation;
Updated our Regularity Audit Manual based on experiences gained during the
implementation;
Introduced specific analytical reviews over the draft Annual Financial Statements
(AFS) and established a regime for discussing our conclusions with the Ministry of
Finance with the aim of reducing the risk for mistakes and errors;
Introduced audit of all 9 month Financial Statements with the aim of giving advice
for the preparation of the AFS;
Gave advice to ministries and other budget spenders in regard to public finance
management and related issues. We have contributed to the development of good
governance;

In May 2011 our current situation was assessed by the Swedish National Audit Office (SNAO) in
cooperation with USAID as a base for coming cooperation initiatives. The 2011 EU Progress report
noted that the external audit practice is progressing well. At the same time it needs to be further
developed, since it serves as a driver for improving the public administration and ensuring
accountability. In addition it stated that the main objective to be achieved by 2014 is the establishment
of the Office as a sustainable institution, carrying out its business according to international best
practices and ensuring that audited bodies address recommendations effectively.

During 2011 we:

7



2. RESULT INDICATORS

Our result indicators are based on our Corporate Development Strategy. They are:

a)Audit coverage;
b) Quality of our reports;

We measure audit coverage through the percentages of the Kosova Budget included in the audit, the
number of finalised audit reports, and the audit opinions given.

The statutory audit of the financial year 2010 started in The audit reports were
finalised and published in June, theAnnualAudit Report inAugust 2011.

Table 1 presents the coverage of regularity audits in percent of the Kosova Budget for the last three
years

The audit coverage is not an optimal indicator for comparisons over the three years. This is due to the
fact that changes occur in the content of the overall budget. At the same time it does not take into
account the audit of structures outside the budget, now covered more in depth and other forms of audits.

Furthermore it does not reflect the new audit approach introduced during the two last years, including
an Interim audit. Each audited organisation receives at the end of each year a memo on the audit carried
out, including advice to the head of the institution. This approach is preventive as such and shall pave
the way for better quality of the Annual Financial Statements, better measures in addressing earlier
given recommendations and strengthening of the current financial management systems.

During the audit seasons 2010/11 and 2011/12 this approach has been further introduced. In December

201 , 74 whilst in December 2011, 89 audit memos were submitted.

In the end of the 2010/2011 audit season we reported 87 audits:

c) Impact and
d) External assessments.

The KB audit Report;
76 regularity audit reports within KB;

2.1AUDIT COVERAGE

PERCENTAGE OFKOSOVO BUDGET COVERED BYTHEAUDIT

THE NUMBER OFAUDIT REPORTS

September 2010.

0

�

�

Coverage

Revenues

Expenditures

2011 2010 2009

87

99

87

99

80

95

Table 1: Audit coverage of KB (%)
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Four regularity audits for Publicly owned Enterprises: Regional Water Company
“Hidrodrini”, Regional water company “Radoniqi”, Regional Waste Company
“Pastrimi” and Radio Television of Kosovo (RTK);
Four financial management audits: management audit in Termokos, KEK, KOST and
privatisation fund ;
One PerformanceAudit on subsidies in agriculture; and
One audit of an international project: the Danish government program “Employment
Promotion through business and skills development”.

started in September 2011 and we plan to report 105 audits:

KB Audit Report;
86 regularity audit reports under the KB;
Two system based audits: Public Investment Program and Efficiency in managing
the payroll system;
Four (4) performance audits: Food Safety control; Medicine inspection; awarding of
supply contracts; economy and efficiency in procuring IT equipment;
Eight (8) management audits: Efficiency in managing water companies; KEK .
Revenue collection process; Oversight of the Capital Investment Projects: Ministry
of Infrastructure; Trepca follow up of previous recommendations; FM/C Systems in
RTK; Waste company Deponimi; Kosovo CadastralAgency; and in Water Company
Mitrovica; and
Four (4) donor funded audits: the Program“Employment Promotion through business
and skill development” (DANIDA), DANIDA evaluation of the experiences gained
in carrying out the program under local administrative regime; Reconstruction of
Skenderbeu Square Peja (UNHABITAT) and Sustainable return in Prizren town (UK
Embassy).

Table 2, shows a steadily increasing number of statutory regularity audits carried out in the last three
years. We are reducing the number audits contracted out over time. The reason for this is that our own
resources and abilities are beefed up step wise in order to cover all statutory audits. Earlier capacity
constraints are gradually being resolved. At the same time it will always be important for us to contract
out some audits allowing quality comparisons and benchmarking.

The audit season 2011/12
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¹ 19 Ministries, the Office of the President, the Administration of the Assembly of Kosova, the Office of the Prime Minister, Tax Administration,
Customs, and Prishtina University are included.

² The number of the municipality audits contracted out to private audit firms. It is worth mentioning that the municipalities with larger
budget, covering 2/3 of the total budget of all municipalities' are audited by the OAG.

³ These audits were not carried out in a timely manner allowing for the results to be used in the Annual Audit Report for 2008. The base for the
Annual
Audit Report 2008 was 25 audits.
In the Health Checks (a focused analytical review) we more briefly analyse the Financial Management and Control situation in an entity than in an
audit.
During the audit season 2011/12 nine interim audits have been contracted out. In addition 18 final audits are currently contracted out.
This figure represents the costs for the nine interim audits. The planned costs for the 18 final audits to be carried out are €76,900. Thus the amount
for  the audit season 2011/12, comparable with earlier seasons is €93,000.

Audited entities
Audit season

2011/2012

Audit season
2010/2011

Regularity Audit

KB

State Authorities ¹

Municipalities

Contracted out)²

Independent Institutions

Outside KB

Donor fund audit

Management Audits

Performance Audits

System Audits

Total

Health Checks

87

1

25

37

(18)

24

0

1

8

4

2

105

18

77

1

24

37

(23)

15

4

1

4

3

89

34

64

1

23

33

(29)

7

2

1

2

1

70

56

1

17

33

(31)³

5

1

57

Audit season
2009/2010

Audit season
2008/2009

4

Table 2: Audits carried out

Table 3 shows the number of audits contracted out and the cost of these audits.

The lower number of audits contracted out in the season 2010/11 compared with the audit season
2009/10, but at the same cost, is due to the introduction of interim audit in the municipalities at stake.

Besides our statutory regularity audits we also carry out other types of audits such as performance audit,
management audit and special assignments of donor funds.

Number of audit firms

Cost

Number of audits

2010/11 2008/092009/10

23

3

141,528

29

3

141,528

31

2

148,940

Table 3: Audits contracted out to private audit firms

2011/12

9

1

17,100

5

6
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In these audits the approach is different. In different ways we assess whether public programs or
institutions are using their resources economically, efficiently and effectively towards achieving their
goals. In other words, this audit provides answers to questions whether or not we get value for money
spent and whether there is a possibility that the money could be spent better. We are trying to find and
analyse causes behind poor management and poor value for money and suggest ways in solving them.
These are, for us, new types of audit. The approaches in these audits require additional skills and
methods that take time to develop.

During the audit season 2010/11 we carried out three performance audits. We published only one
report, related to the system of subsidies and grants in agriculture. The two other reports were not
published. However, their content was discussed with the Minister of Finance and other interested
partners in order to develop result-based reporting and further improvements in the management of
public assets as well as giving input to the design and implementation of our regularity audits.

Our audit opinions in the statutory regularity audit follow the applicable standards, known as ISSAIs.
Our audit opinions for 2010 were as follows:

16 Opinions were Unqualified. The Report of KB is also included herein;
35 Opinions were Unqualified with Emphasis of Matter;
19 were Qualified Opinions;
Three (3) were Adverse Opinions; and
For eight (8) Municipalities the Auditors were unable to draw an opinion on the
financial statements taken as a whole due to an uncertainty or scope restriction which
is fundamental.

We give an Unqualified Opinion when we in all material aspects are satisfied 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.

Emphasis of Matter explains a situation where 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.

A Qualified Opinion or even worse an Adverse Opinion presents different levels of more serious
problems related to the requirements on financial reporting.

One of our strategic priorities is to secure continuous development of our Quality Management System
(QMS). We try to ensure that our regularity audit is carried out in a professional manner: the audits
should be timely, comprehensive, adequately documented and reviewed by qualified personnel.

OPINIONS GIVEN

�

�

�

�

�

2.2 QUALITYOFOUR REPORTS
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OAG auditors working in a group

The QMS contains three different layers: a) Quality Control, b) Quality Monitoring and c) Quality
Assurance.

is the control embedded in the production line for the individual audit assignment.
This includes supervisory review of audit plans, the use of standard documentation for recording the
audits, supervisory review of audit working papers and of draft audit reports, etc.

is the process whereby our Audit quality function carries out an independent
review of individual audits. This is a corporate review of the audit before it is finalised carried though
over the planning-, execution-, reporting- and follow up-stages to ensure that the audit has been
conducted in accordance with our policies and practices.

For the audit season 2010/11 such monitoring was done in the four (4) pilot audits and in six (6)
individual regularity audits. Throughout the interim stage of the audit season 2011/12 we monitored
another four (4) pilot audits plus 20 individual audits. Subsequently, lessons learned were shared across
our office.

is an ex post review involving either internal or external independent assessment
of our quality control and quality monitoring systems and practices. In May 2011 such a review was
done by SNAO in cooperation with USAID. Their assessment states clearly that we are on the right path
but further support is needed to enable us to fully implement international recognised public sector
auditing standards.

Our Quality Management System has brought about further substantial improvements of the quality of
our audits and reports produced in terms of their readability, understandability and adherence to the
international audit standards and good European practices. Despite the progress made, there is still
much work to be done to bring the quality to our target level. Therefore our current priority is to ensure
the quality of the regularity audit and adjust it to the modernised internationally recognised public
sector auditing standards and keep the number of statutory audit on a similar level as currently.

Quality Control

Quality Monitoring

Quality Assurance,
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2.3 IMPACT

We measure audit impact through the basic statistics on the views of reports by the parliamentary
committee members, the number of public hearings and the number and percentage of
recommendations addressed.

During 2011 we further strengthened our cooperation with our primary stakeholder: the Assembly
Committee on Oversight of Public Finances (COPF). Together we developed work plans in order to
establish mutual trust cooperation to achieve more accountability and transparency in the public sector.

The main priority throughout the year in meetings with the Committee was the review of audit reports
and monitoring the implementation of recommendations given in audit reports.

The Committee handled 26 individual audit reports. Findings and recommendations were discussed at
hearings where representatives of the audittees were invited. During 2011 COPF also reviewed our
Annual Performance Report andAnnualAudit Report (both reports were approved in plenary session).
In a public hearing the recommendations given in the Audit Annual Report for 2010 were discussed
with representatives from the OAG, MoF, PPRC, Media, NGOs and civil society. Asset Recording,
public procurement and internal control were more significant areas that needs to improve and were
treated with a special interest.

Thirty-three (33) regular meetings and one public hearing was held in the Committee for Oversight of
Public Finances throughout the year. Representatives from our Office were present at the meetings and
contributed in clarifying any ambiguities in the audit reports or offering professional advice with the
aim to increase accountability and better management of public money.

Analyses were carried out in relation to how recommendations for 2010 were addressed. Seventy-one
(71) audited entities were subject to analysis and results from these analyses are presented in the table
below:

The number and percentage of recommendations addressed in 2010

¹ Within central level organizations are included: the Assembly of Kosovo, OPM, OPK, Trepca, 18 Ministries and 15 independent institutions.
² Within the local level organisations 34 municipalities are included.

Table 4:  The level of implementation of recommendations for 2010

Central level
organisations ¹

Local level
organisations²

Total

Audited entities
Given

recomm.
2010

Fully addressed
recomm.

Partially
addressed

(in process)
Unverified by

the auditNot addressed

334

275

609

Nr % Nr % Nr % Nr %

105

42

147

32

15

24

136

50

186

40

18

31

59

157

216

18

57

35

34

26

60

10

9

10
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Besides the above recommendations given in our final reports, we also provided advice for
improvement during the audit process. A significant proportion advice given is addressed immediately
therefore improving the quality of information in theAFS.

However, at the same time the number of recommendations not addressed is a concern for us. The
reasons for this vary. In some cases our recommendations have been too general and/or not specific
enough. In many cases we believe that there is a lack of willingness or ability to properly address
shortcomings. The accountability mechanisms need to be strengthened to support improving financial
management.

Assessment is a vital part for successful development as a means of improving organisational
performance. Most SAI's have been either assessed by development partners or another SAI or have
been involved in some other form of national assessment.

In 2011 OAG has been assessed both internally and externally.

As part of our internal assessment we have applied different tools following the differing needs for
assessment. We have used self assessment as a tool to test ourselves on the effectiveness of financial
management and control systems in supporting our business objectives. This we have done by using
ready-made checklists of the PIFC model. The result of this is an Action plan addressing some noticed
shortcomings.

In addition to this our internal auditor has assessed some specific functions by carrying out
professionally independent and objective audit. The result of this is a number of recommendations to
theAuditor General strengthening internal processes.

When it comes to the external assessment of our office we have used methods internationally applied.

The external audit of our 2010 AFS resulted in an unqualified opinion. Nevertheless a small number of
advises were given, all of them addressed.

Our operations have during 2011 been assessed by SIGMAand European Commission as well as by the
Swedish National Audit Office (SNAO) in cooperation with USAID. The 2011 EU Progress report
noted that the external audit practice is progressing well. At the same time it needs to be further
developed, since it serves as a driver for improving the public administration and ensuring
accountability. In addition it stated that the main objective to be achieved by 2014 is the establishment
of the Office as a sustainable institution, carrying out its business according to international best
practices and ensuring that audited bodies address recommendations effectively.

In July 2011 we organised our third annual internal conference. In a two-day workshop, we addressed a
number of key issues for our future success. We discussed experiences gained from the audit season
2010/11. Based on lessons learned we identified action to be taken. Anumber of our partners gave their
views on our successes and shortcomings. The main areas where we have improved our processes are

2.4 INTERNALAND EXTERNALASSESSMENTS
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the interim audit, audit coverage, communication with our audited bodies, quality, and impact. In
addition there is still a need for improving quality and ensuring greater impact by playing a more
proactive role.

Closing event of the Twinning Project “Further Support to the OAG”

OAG Third Annual Internal Conference held in July 2011
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Final BudgetInitial Budget Spent Budget %Budget Report

2011

Overall budget

Wages and Salaries

Goods and Services

Utilities

Transfers

Capital investments

2010

Overall budget

Wages and Salaries

Goods and Services

Utilities

2009

Overall budget

Wages and Salaries

Goods and Services

Utilities

1,728

1,036

575

35

60

22

1,547

808

707

32

1,146

585

535

26

92.6

64.4

88.7

92.1

100.0

100.0

98.5

99.0

98.9

81.2

88.9

87.9

90.5

79.5

1,866

1,098

648

38

60

22

1,547

816

715

40

1,290

666

591

33

1,810

1,098

672

40

1,359

797

539

23

1,107

523

551

33

Table 5:  OAG Budget  (in Euro 000)

3. RESOURCES

3.1 RESOURCES FROM KOSOVA'S BUDGET

Our initial budget for 2011 was €1,810,000. During the year the budget was increased by €56,000. The
following changes were made:

The amount of €22,000 was transferred from Goods and Services to Capital
Investments in order to purchase 10 new IDEASoftware licenses;
An additional €60,000 was allocated from the Government's reserves for co-funding the
Auditor General for another two years. These funds are transferred to an ICO fund; and
€5,802 was deducted from our budget for the funding of the Morinë – Merdarë
Highway Project.

The final budget was €1,866,000, an increase of 18,8% over 2010 and 44,6% higher than two years
ago. This increase reflects, in my view, both the implementation of the Agreement between the
Government of Kosova and the European Union (EPAP) and that the local expectations on us are high.

In addition to this we have generated a small amount of fee income by auditing a donor fund project.
These revenues are directly transferred to the Kosovo Budget account.

�

�

�
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Chart 1   Budget spending in economic categories

Goods and Services

Weges and salaries

Municipality expenses

Transfers and subsidies

Capital outlays

33%

2%
1%

3%

60%

We spent 92,6% of the final budget, a slight reduction compared with 2010. This is mainly a
consequence of the late budget approval, delays in the recruitment of new staff and a prudent spending
approach in the end of the year reflecting the general scarce budget situation. Besides this, the level of
passed exams (with a direct budget implication) was lower than planned.

Wages and Salaries is the main cost component for us (60%). In comparison to 2010 these costs have
increased by 28%. The major part of this is due to the increased number of employees, from 114 to 126.
In addition these costs also increase due the professional development of the audit staff through the
certification scheme and the higher number of Team Leaders needed when raising the audit coverage.
The cost for outsourced audits of municipality's decreases over the years following the lower number of
audits outsourced as well as more competition amongst the audit firms bidding for the work.

Chart 1 and 2 shows the percentage of budget spent in different categories in 2011 respectively the
percentage of cost in the Goods and Service category.As can be seen from table 5 above the percentage
of the budget used for other expenditures than Wages and Salaries is steadily going down despite the
contribution to the funding of theAuditor General for a two year period. In addition the major part of the
non-wage cost is related to the rent of office premises (€168,000). This is an indication of prudent
spending, including low investments in new technology. Over the years it will be important to address
this in order to improve the audit effectiveness.
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2011

2010

2009

Wages and
Salaries

Goods and
Services Utilities Transfers Capital

1,200
1,000

800
600
400
200

0

Chart 3 Budget spending per category and year

Chart 2 above shows that the expenditures on rent and outsourcing of audits comprise the half of
expenditures on this category. As the expenditures on rent continue to be fixed ones, the expenditures
on outsourcing of audits have considerably decreased by 130%; from €235,000 spent in 2010 to
€102,000 spent in 2011. This was due to the increase in number of audits carried out by the OAG staff.
In addition we have entered into a contract with a new company providing mobile telephony services.
The aim was to reduce the cost by 50%. The lower prices in the contracted services have led to a
reduction of expenditures for this by 50% during the 6 month period July-December.

In this case, as in the case with the contracting out the audit of 18 municipalities for the whole audit
season 2011/12, the Procurement Review Body decided that due to technical reasons the procurement
should be re-evaluated respectively cancelled. In both cases we found solutions, after some delays, for
using the same and most economically advantageous tender as decided earlier in the processes.

Chart 2 Budget spending in Goods and Services

Travel expenses

Trainings

Contractes audit

Maintenaces and insurance

Fuel

Equipment and supplies
15 %

8 %

21 %

6 %9 %
5 %

32 %

4 %

Rent

Other
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Chart 3 shows that budget expenditures have increased each year, but individually analysed we may see
that such increase was mainly in wages and salaries. The other expenditures have remained almost the
same.

Our assets no longer in use were for many years deposited in the Assets Warehouse in Graçanica and
stored in our office, thus occupying considerable space.

The quality of these assets was going down due to storing conditions. At the same time a number of
institutions were identified who would be able to use our outdated assets after repairing them or making
some small investment. Due to this we took the decision to donate some of these assets to the “Gjin
Gazulli” Secondary School and Blood Transfusion Centre of Kosova during 2011. In order to transfer
these assets, the OAG and the institutions mentioned above have signed Memorandum of
Understandings specifying the terms and criteria for handover of these assets. The historical cost of the
assets donated to both institutions was €27,000.

During 2012 further steps have been taken in this direction and we do not any longer have any assets not
in use.

The International Civilian Office fund paid the salaries for the Auditor General and the Head of the
Cabinet during 2011.

In addition to this we also received external assistance from the European Union via the Twinning
mechanism until September 2011 and during the rest of the year from the bi-lateral cooperation with the
Swedish NAO.

The aim of the Twinning Project was to help build the capacity of the OAG to provide assurance over
the use of public funds in Kosovo. The project worked within the framework of our internally driven
development platform. This project twinned us with the audit offices of the UK, Slovenia and Holland.
By September 2011, experts from these institutions had delivered over 70 missions in Kosovo. These

3.2 DONATION OFTHE DISPOSEDASSETS

3.3 OTHER BUDGET RESOURCES

Table 6:  Internationally funded projects (in €)

Category 2011 2010

Support to the Office of the Auditor General of Kosova
(EU Twinning Project)

Further Support to the OAG (EU funded project)

Swedish National Audit Office cooperation

Total

333,000 484.00

484,000

100,000

433,000

2009

182,000

697,315

540,000
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European experts mentored seven teams through the audit process in 2010/11. The ability of auditors to
audit according to good EU practice has been significantly enhanced through this mechanism.The
partner audit office experts also provided help and guidance to strengthen other functions of our office:
HR systems, IT development, management capacity building as well as developing our strategic
planning approach and sharing lessons learned in writing a suitable Audit Law which approximates to
EU standards.

The OAG has expanded incrementally since 2008. The number of new staff ceiling in the past two years
has increased from 86 to 124. Organisation of adequate training, the segregation of responsibilities and
effective engagement of staff in audit assignments are ongoing challenges.

Our capacities have mainly increased in the field of audit. On 31 December 2011, the OAG paid salaries
to 124 persons. Besides the Auditor General and his Acting Deputy Auditor General, the staff is
comprised of two Assistant Auditors General (not civil servants), 96 auditors and 28 administrative
staff. Besides the normal form of contracting, we recruit other candidates as substitutes for the staff on
maternity leave.

The following table presents the overall staff number in post on 31 December over the last three years.

The above table demonstrates the increased number of professional staff over the last three years.
According to the European Partnership Action Plan (EPAP) agreement entered into between the
Government of Kosovo and the European Office, it is foreseen that my Office would gradually increase
its professional staff, and that by the end of 2013 it would reach the ceiling of 120 auditors.

The percentage of females both in the professional and higher category have increased over the years.
The 31 of December 2011 44% of the staff were females compared with 18% three years ago.

3.4 HUMAN RESOURCES

STAFFING

Table 7 Categories of staff (in post on end year)

Category 2011 2010 2009

Audit staff

Administrative staff

Total

Actual figure Actual figure Actual figurePositions Positions Positions

98 86 61

28 28 25

126¹ 124 114 116² 86 106³

¹ The number of staff as per the end year is 126. This due to the recruitment of substitutes replacing staff  on maternity leave. All in all, we have paid
salaries for 124 active staff.

² This increase of posts is in line with the European Partnership Action Plan.
³ The funding of 106 instead of 90 post was made available by the Assembly in late November 2009.
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¹ In the course of 2011 we had a total of 4 resignations and an additional employee who retired and a replacement with an expired contract.

100

50

0

2009 2010 2011

Female

Male

Chart 4: Gender structure

95% of staff are members of the Albanian community, 4% are of Serbian community, whereas the
remaining part comes from other Kosova communities. We have put in a great deal of efforts to increase
the number of communities. Nevertheless, up to now we have not been successful in this area.

Our recruitments are based on merit. We work with open competition and use written tests and
interviews in a step wise approach securing an un-biased handling of the processes. The approach is in
accordance with good European practices and follows the intentions in the Civil Service Law. Our goal
is to identify intelligent, dedicated and duly qualified employees, capable to develop and excellence in
their profession.

We have undertaken a number of steps to create a good working environment focused on creating
results. Our employees should be involved, appreciated and encouraged to work effectively. This
approach should lead to sustainability and increased productivity. The effect of this approach might be
illustrated with the interest expressed of the over 1100 candidates who through advertisements sought
to be part of our organisation.

The table below presents the recruitment and the number of people quitted in the last three years.

RECRUITMENT

Categories/Years

Audit staff

Total

Administrative staff

Recruitment Resignation

2011 2010 2009 2011 2010 2009

10 27 11 1 2 5

5 8 7 3 4 6

15 35 18 4¹ 6 11

Table 8 Recruitment and Resignations
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¹ ACCA – Association of Chartered Certified Accountants in UK
² The number of performance auditors is 14, including the Directors. Eight of them have been or are involved in the certification scheme for regularity

auditors.Four of them have never participated in the certification scheme. The current training of performance auditors follows another development
path.

Table 9 Levels/Professional Grades

Category

Certified Auditor

Certified Accountant

Accountant Technician

Trainee Auditor

Performance Auditors²

Internal Auditor

Total

2010

23

25

14

21

3

1

87

2011

24

27

21

21

4

1

98

2009

23

20

10

8

-

-

61

TRAININGAND DEVELOPMENT

We are committed to maximising efficiency and achieve a sustainable business by investing in our staff,
in their skills and know-how which is crucial for our success. All auditors are supposed to reach the
level of certified auditors.

Most of the auditors are members of the Society of Certified Accountants and Auditors of Kosovo
(SCAAK), and some of them are members of the Serbian Association of Accountants and Auditors
(SAAA). Increased interest was observed also in ACCA¹ training scheme and a small number of our
auditors now are members.

During 2011, 31 auditors have attended lectures of different levels on the above mentioned programs.
The number of staff that have increased professional levels is 13. It is important to emphasise that for
this purpose my staff have benefited from 396 days off to prepare for professional exams. The number
of exams taken in this period was 198. The passing grade on all the levels was 31%.

Currently over 25% of the auditors have passed the Certified Auditor level of the current certification
scheme, a level that must be attained by all auditors. 74% of our auditors have passed the first level. The
on-going recruitment of new auditors means that we will have a high proportion of trainee auditors also
in the near future.

Constant professional and personal development of the staff is essential to provide high quality services
to our clients. Continuous professional development is key. During 2011 we organised training on over
60 different topics related to audit. Approximately 7000 hours of training were arranged, excluding
training and mentoring by international experts. On average approximately 70 training hours per
person were put in place.
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In addition one of my senior staff participated in a three months fellowship provided by the European
Fund for the Balkans, on the topic “Supporting Excellence and Leadership in Governance”. This
included two months work in the FederalAudit Office of Germany (BRH).

The system was introduced in the beginning of the audit season 2011/12 and it enables registration of all
day-to-day activities providing useful information for planning, monitoring and increasing the quality.
The system provides a modern form of communication between the employee and the supervisor in
delivering results. The system is now evaluated in order to further upgrade it.

The Staff appraisal system is now functional and produces valuable input for Continuous Professional
Development and corporate audit planning. The quality of the system will gradually be developed
following the participants experiences from the implementation and the full adaption of underlying
values and approaches.

TIME RECORDINGAND STAFFAPPRAISALS
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4. PARTNERSHIPFOR CHANGE

4.1 NATIONAL COOPERATION

During the last years we have developed our approaches and strengthened our cooperation in relation to
our auditees and other partners.

The cooperation with the Committee for Oversight of Public Finances is steadily developing. The
growing understanding of each-other's roles and objectives has served for the improvement of
accountability and transparency in public finances. In addition mutual initiatives have been taken
addressing the OAG legal framework. These efforts have put now this issue on the political agenda.

Furthermore, cooperation with local and central level institutions is now a part of an integrated
approach. We have in general developed a good cooperation approach in our relations with the auditees,
thus striving for enhancing sustainable processes and systems of public finance management as well as
reliability when it comes to reporting.

Good cooperation with the Ministry of Finance has also been developed, especially in the areas of
developing good governance structures and practices within the PFM field. We now need to accentuate
the cooperation with the Ministry of European Integrations regarding short and medium term priorities
for our institution.

Cooperation agreements with the State Prosecutor, EULEX, and Anti-Corruption Agency have
consisted of information sharing, providing mutual assistance, coordination, and the continuous update
of data.

We recognise public and media relations as a driver for adding value to the use of public money. Shortly
after the entry into force of the Law on Access to Public Documents, we developed our own internal
guideline for its implementation.Areport on this is submitted to the competent authority.

Our official website is another important source of information where the audit reports and the
published information is available for everyone. The very existence of this forms a base for a number of
contacts, exchange of information and cooperation.

During 2011, the local media published around 160 newspaper articles, analysis, and interviews based
either on the audit reports or on theAuditor General's responses and interviews.

Further, during this year we have had a good cooperation with the Society for CertifiedAccountants and
Auditors, NGOs, private audit firms, national training providers, and donors aiming to promote good
financial management practices, develop our profession, as well as to strengthen transparency and
accountability.
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4.2 INTERNATIONAL COOPERATION

Our Twinning cooperation with our partners from theAudit Offices from UK, Slovenia, and Netherland
ended in September 2011. This project has assisted us in developing ability to carry out audits to EU
international standards. It is regarded by the involved European structures as a very successful project

In regard to bilateral cooperation an agreement was reached between the Swedish National Audit
Office and us aimed at helping us build our capacities in the area of performance and regularity audit as
well corporate governance. This project that initially was aimed to run till September 2013 is now in the
process of re-definition and will be stretched out for a couple of more years and focused towards
performance audit.

A second twinning project will start in September 2012. Currently we are in the inception phase fine
tuning the planned interventions in relation to changes in the external environment and the Auditor
Generals exit strategy. The OAG is still not a member of INTOSAI or a partner in the European Court of
Auditors network with SAIs from candidate and potential candidate countries. This is due to United
Nations non-recognition of Kosova. During 2011 a number of activities were undertaken by us and our
international partners paving the way for our participation in working groups making it possible for our
auditors to exchange information and discuss experiences gained with colleagues from sister
organisations. The result of this is now manifested and, for the first time, we are participating in the
network.

We have managed to participate in other seminars and conferences held in regional and European
countries, but only to a certain level. The possibility to share experiences with colleagues from other
countries is crucial for the development of my office.

The approaches behind our way of working are, in my view, needed in striving for sustainable changes
both within my office and amongst all our stakeholders.

Visit from the Albania High State Control Office (Supreme Audit Institution in Albania)
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5. COMING FOCUS

Our strategy aims to put in place a sustainable platform that will enable us to consistently deliver our
objectives and overtime establish ourselves as “a Well Performing SAI”. The focus of the Auditor
Generals Exit strategy is:

Up-dating our legal framework with the aim to better secure independence, clarify the
mandate and secure consistency with other laws in the field of public administration.
The draft law should be based on INTOSAI principles, (Lima and Mexico Declaration)
and the Financial Management Framework;
Implementation and up-grading of the Corporate Development Strategy;
Ensuring consistency and effectiveness in the cooperation with our international
partners;
Implementation of a result oriented culture in which we fulfil our all our objectives
through professional, ethical, motivated employees at all levels;
Continuous strengthening and building of organisational internal capacities in
fulfilling change related requirements as well as change management; and
Secure a sustainable office accommodation.

Consolidation of the Regularity Audit and strengthening of Performance Audit with a
small increase in the number of audits carried out;
Develop our fee based audit of donor funds paving the way for new financial
relations between Kosova and the donor community. We plan to, step wise over the
years, carry out more than the  3 – 4 audits of donors' funds currently carried out;
New audit areas addressed and a more focused approach on the procurement system;
The AAR and APR continue to be produced on time with sufficient quality, higher
audit coverage and in a relevant and readable format;
New approaches, forms and measures aiming at developing good governance; and
External cooperation and communication with civic society, media and projects.

Strengthening of the quality function;
The number of licensed and certified auditors shall be 25 more than currently
(around 75). 10 new auditors to be hired during 2012;
Introduction of an up-graded scheme for professional certification of our auditors in
compliance with the modernised ISSAIs;
Introduction of new electronic audit tools; and
Better management and administrative tools implemented paving the way for a more
effective audit.

Ensuring local ownership and institutional sustainability

Contributing to the strengthening of good governance

Developing and preserving quality
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Cooperation
�

�

Continuing to cooperate with the Swedish National Audit Office under a long term
agreement focusing on developing Performance Audit properly; and
Starting with twinning project in autumn 2012 assisting in a broad and flexible way
in the implementation of the Auditor Generals exit strategy.



6. OAGACCOUNTABILITY

Integrity assurance

Declaration of Transparency

I hereby assure that the information in the Annual Performance Report, including the financial
statements, are accurate, reliable and objective.

We hereby assure that our business during 2011 has been carried out in accordance with Public Service
Charter and the OAG Code of Conduct

Lars Lage Olofsson, Auditor General

Qerkin Morina, Assistant Auditor General;

Ibrahim Gjylderen, Assistant Auditor General;

Fatmir Uka, Director of Administration;

Adem Sylejmani, Director of Human Resources
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ANNEXES
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ANNEX 1: SHORT INTRODUCTION TO OAG

ROLE

OURACTIVITY

ACCOUNTABILITY PROCESS

The Office of the Auditor General (OAG) is an independent constitutional institution and reports directly to the Assembly.
The OAG is lead by theAuditor General whose mandate and duties are defined by the Constitution and the Law no. 03/L-75
on the Establishment of the Office of the Auditor General and Audit Office in Kosova. Up until the end of the period of
international supervision, theAuditor General will be appointed by the International Civil Representative (ICR).

The current Auditor General was appointed in the beginning of 2009 and he will exercise his functions in line with the
regulations in force. In exercising and fulfilling his obligations to achieve these objectives, the Auditor General is free to
undertake all the needed actions in function of his mandate. He is accountable to theAssembly only.

Ensuring our objectivity and independence from the organizations which we audit is crucial. Our objectivity and
independence should be assured by a proper execution of a broad, sustainable, and lawful mandate; compliance with
professional audit standards; and a strong internal Code of Professional Conduct.

We carry out annual regularity audits of the Kosova Budget and Budget Organizations that includs theAssembly, the Office
of the President, each Ministry and executive agency, municipalities, independent bodies and other entities.

We also carry out Performance Audits. This is within our scope, but not an annual statutory requirement. These audits are
carried out in order to assess whether the governmental programs are being managed properly, cost-effectively and
efficiently, and whether systems for measuring and reporting their efficiency are in place.

We report on our audits to the audited entities and to the Assembly (COPF) and these reports will be published. Our reports
will contain recommendations addressing the most serious identified weaknesses. In doing this, we want to provide to the
Assembly, Government and taxpayers a professional and integrated audit service.

For the purpose of assisting in the implementation, development, and sustainability of Public Finance Management, we will
assure the taxpayers and international donors that public funds are used economically, effectively and efficiently and add
value to the pertinent development processes. We will do this by ensuring that public funds are reported, administrated, and
used wisely and properly.

Our Annual Financial Statements (AFS) are prepared in accordance with the Law on Public Financial Management and
Accountability. They are in compliance with the Cash Basis International Public Sector Accounting Standards and
applicable modifications as decided by the Government. In order to enable us to prove our accountability and objectivity, the
Assembly should, each year, appoint an external auditor to carry out the audit of ourAFS.

The audit opinion on the AFS for 2008, 2009 and 2010 were not included in the last year's Annual Performance Report.
These audits were reported to the Assembly in September 2010. An Unqualified Opinion ('clean') was given in all of them.
The reports are published on the OAG's website.¹

Apart from external audits, the internal audits carried out by the Internal Audit Unit ensure that the Office performs in
compliance with laws and its policies.

¹ www.oag-rks.org
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² ISSAI, set forth the key prerequisites for the proper functioning and professional performance of
such institutions:

International Standards of Supreme Audit Institutions
www.issai.org

WHO SHALL ASSESS OUR AUDITING METHODOLOGIES?

WHO SHALL REVIEW OUR FUNDING?

The OAG has done much to ensure that we follow good practice audit methodologies. We have a quality
management framework in place. Good methodologies and a quality framework provide assurance that
our audit work is in compliance with established standards¹ of professional practice.

The OAG follows the standard international system of checks on its audit work; our audits exist within a
framework of rigorous audit standards, which staff learn to use through our training programme. The
audit findings are then agreed with the audited body in a clearance process. Management review is
inbuilt in our system and further monitoring is done by a specific function within the office. Our reports
are then published and made public for open scrutiny. Afterwards, deliberations and discussions on
audit recommendations are made in theAssembly together with the Executive.

As theAuditor General, I shall – besides thisAnnual Performance Report focusing on how the budget of
the Audit Office has been spent – annually prepare and submit budget requests to the Assembly. The
COPF as well as the Budget and Finance Committee may call on me to explain the budget request for
the office and to discuss our report on plans and priorities, performance targets, our Annual
Performance Report, and our management practices.

The Government shall incorporate my budget request as proposed by the Budget and Finance
Committee in the draft Kosova Budget tabled in the Assembly. The budget of the office shall be
approved by the Assembly. In practice, current processes are not designed well and the practices leave
room for improvement.
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ANNEX 2: OAG ORGANISATION FOR 2011/12

LECH – ;
FAJS – ;
Local Govern – ;
Performance – ;
Central Govern – ;
POE&Priv –
Infrastructure –
Procur. System –

Independent int –

Audit Department for Labour, Education, Culture and Health
Audit Department for ForeignAffairs, Justice and Security

. Audit Department for Local Governance
Audit Department for performance audit
Audit Department for Central governance

. Audit Department for Publically Owned Enterprises and Privatisation
Audit Department for Infrastructure
Audit Department for regularity and performance audit of procurement
system

. Audit Department for independent institutions

AUDITOR GENERAL
Lage Olofsson

DEPUTY AUDITOR GENERAL
Acting DAG, I.Daija-Buza

CABINET
Head, I.Daija- Buza

AUDIT SUPPORT
Director, N. Arllati

LEGAL SUPPORT
Head, I. Semetishti

ITC SUPPORT
Head, M. Damoni

TRANSL. SERV.
Head, F. Kokonozi

LECH
Director, Z. Zuka

FAJS
Director, V. Bytyqi

LOCAL GOVERN
Director, F. Beqiri

PERFORMANCE
Director, M. Ahmeti

CENTRAL GOVERN
Director, B. Halilaj

POE & PRIV.
Director, M. Gashi

INFRASTRUCTURE
Director, M. Gashi

PROCUR. SYSTEMS
Director, F. Rrahmani

INDEPENDENTINST.
Director, V. Mehmeti

DIVIZION 1
Assistant Auditor General

Q. Morina

DIVIZION 2
Assistant Auditor General

I. Gjyldern

INTERNAL AUDIT
Director, A. Sahiti

HUMAN RESOURCES
Director, A. Sylejmani

ADMINISTRATIVE SERVICES
Director, F. Uka
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ANNEX 3: EXTERNAL AUDIT OPINION
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