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ADDRESS OF THE AUDITOR GENERAL
It is a pleasure for me to present the
Annual Performance Report and the
Audit Report on the Annual
Financial Statements of Kosovo
National Audit Office (KNAO) for
2017.
Our work is based on the Annual
Work Plan previously submitted to
the Assembly of the Republic of
Kosovo.
This year, special attention, amongst
others, has been paid to performance
audits in areas of strategic interest,
carrying out regularity audits of all
public organizations in parallel.
Performance report on KNAO’s activities for 2017 is compiled using the Supreme Audit
Institutions Performance Measurement Framework instruments and this demonstrates KNAO’s
intention to increase credibility before the Assembly and Kosovo’s citizens.
We have managed to successfully fulfil the legal mandate. During the reporting period, we have
managed to finalise all regularity audit reports within the deadline and in line with the
International Standards on Supreme Audit Institutions (ISSAIs). Further on, we have doubled the
number of audits on Publicly Owned Enterprises compared with the previous year.
Having as a vision a long-term audit impact on strengthening of good governance and continuous
increase in the quality of our work, I believe that the KNAO through its audit reports and direct
advice has provided practical support to public authorities.
For the audit season 2016/2017 we have published 92 regularity audits, 11 performance audits and
four audits of Publicly Owned Enterprises that were part of our mandate.
Our reports contain important information and recommendations for improving economic and
financial management and better use of public funds.
We have continued investing in the professional development of human resources. In addition to
the ongoing professional training, a considerable number of staff have attended the certification
program for auditors and the outcomes are evident. Further on, leadership and management
training has been ongoing in cooperation with partner institutions and regional and international
organizations of Supreme Audit Institutions.
During the reporting period, KNAO intensified cooperation with stakeholders within the country
and abroad by enhancing cooperation with the justice sector and significantly increased
communication with Civil Society Organizations. KNAO’s participation and contribution to
regional and international audit activities has been successful and highly appreciated.
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A special chapter of our work is related to reports in Parliamentary Committees within the
Assembly of Kosovo. We have consistently made our efforts to respond to all requests of MPs and
Assembly bodies by providing our expertise and products.
The assessments of our work in the Progress Report on Kosovo (2018), European Union,
Monitoring Report on Public Administration (2017), published by SIGMA, the Balkan Barometer
Report (2017) of the Regional Cooperation Council have rated KNAO not only as one of the most
credible institutions in the country but in the Western Balkans as well.
I would like to thank all the parties that have assisted us to achieve our objectives.
Let me also pay my respect to the staff of the Office and audited entities who have worked together
to meet the audit objectives in the interest of improving governance within public institutions in
Kosovo.
Our focus on future activities will be continuously oriented to further enhancing the quality of
audits and enhancing the institutional capacity of the Kosovo National Audit Office.
I hope that this report will provide sufficient information on our work during 2017, while we
remain at the disposal of the Assembly to disclose our results in detail.

Prishtina, 30th of April 2018

Besnik Osmani,
The Auditor General
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KNAO Mission and Mission
Kosovo National Audit Office (KNAO) is an independent institution in service of good governance
and the public. KNAO is committed to meet its constitutional and legal mandate with a clear vision
towards the future.

Vision
A reliable audit institution improving governance of public sector for the benefit of the citizens.

Mission
Through quality audits strengthen accountability in public administration for an effective, efficient
and economic use of national resources

Values
“Values of Kosovo National Audit Office are: independence, professionalism, integrity and
transparency.”

KNAO’s Activities:
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It carries out audits to ensure that the government and public sector entities are accountable
in using and administering public funds;



It strengthens accountability, transparency and integrity by auditing public sector activities
independently and reporting on their findings;



It assists officials in charge of public sector governance to fulfil their responsibilities
through audit findings, recommendations and by taking appropriate corrective measures;
and



It reports on the audit results, giving an opportunity to the public to see and monitor the
accountability of the government and public sector entities.

KOSOVO NATIONAL AUDIT OFFICE

Executive Summary
The performance report on the activities of Kosovo National Audit Office for 2017 to demonstrate
the level of KNAO’s performance against INTOSAI standards is based on the structure of the SAIs
Performance Measurement Framework. This framework has a set of indicators for measuring the
performance of SAIs against best international practices in terms of both institutional management
and performance of auditing activities. Based on this methodology, KNAO assessed the following
six areas:
First area of SAIs Performance Measurement Framework is “Independence and Legal
Framework”.
The law on “the Auditor General and National Audit Office” adopted in 2016, has strengthened
functional, financial and operational independence as a prerequisite for meeting the constitutional
and legal mandate of the Auditor General and KNAO. The law foresees a broad audit mandate for
all financial, administrative and other activities, programs and projects, including processes.
In order to implement the Law on KNAO in practice, the following legal acts were drafted:
Regulation on Internal Organisation and Systematisation of Job Positions within KNAO,
Administrative Instruction on the Implementation of the Rights and Responsibilities of the Kosovo
National Audit Office and Audited Entities, Regulation on Document Administration, etc.
Measurement Indicators for the area of “Good Governance and Ethics”, show that for the
fulfilment of the KNAO’s vision, the KNAO is implementing “Corporate Development Plan 20152020”, which defines the strategic orientation of the institution with the aim of achieving
institutional sustainability, safeguarding and further enhancing the quality of corporate
governance and the quality of the audit and therefore contribute to improving governance in the
country. This strategic document is under review.
The KNAO adjusted the organizational structure to make the most efficient use of all its resources
for meeting the Organization’s strategic objectives.
Based on the fact that the Code of Ethics is a statement of values and principles governing the
audit work when it comes to ensuring trust for the institution, KNAO during 2017 drafted a new
Code of Ethics and Conduct in the spirit of the principles embedded in the INTOSAI Code of
Ethics.
KNAO operates on the basis of transparency and accountability. Therefore, it has built up effective
communication both vertically and horizontally. When it comes to internal controls, KNAO has
built up such a system performing its activities through the rules and procedures established for
different processes.
Measurement indicators for the area of “Audit Coverage and Reporting” are the outcomes of
regularity, performance audit and impact which add value to the financial management of public
institutions. All in all, the indicator refers to the number of audits (audit coverage and reporting),
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i.e. auditing activity and response (feedback) of audited entities to the audit recommendations
given by KNAO.
The first part of 2017 is characterised by an intensive work of finalising regularity audits for 2016.
We have published 92 regularity audit reports, four reports on Publicly Owned Enterprises, 10
performance audit reports, and two audit reports on donor funded projects. Details of these
reports are presented in the body of this Report.
One of the main indicators of measuring the audit impact is the level of implementing the
recommendations. In order to increase the level of implementing the recommendations, the
Auditor General recommended to the Assembly to request an Action Plan from the Government
for implementing the recommendations and report to the Committee on Oversight of Public
Finances on the progress achieved.
On the basis of functional independence, at the beginning of each audit season, KNAO drafts an
Annual Audit Plan. For 2017/2018 audit season, the number of audits is increasing compared with
the previous year. 101 Regularity Audits were planned, within which nine are audits on the
financial statements of Publicly Owned Enterprises.
Since performance audits promote good governance, KNAO has been focusing on increasing the
number and the quality of performance audits. Performance Audits are carried out in line with the
objectives of KNAO, therefore 20 Performance Audits of different fields such as education, health,
environment, economic development, and information technology systems are planned for
2017/2018 audit season.
According to the measurement indicator “Financial Management, Assets and Support Services”,
KNAO manages its operations with economy, efficiency and effectiveness in line with applicable
laws and regulations. KNAO’s financial statements are made public and are subject to
independent external audits. KNAO makes its budget on financial resources public and reports on
the use of these resources.
“Human Resources and Training”. The KNAO’s goal is to continuously improve its performance,
and this can be achieved by investing in the professional development of human resources.
Continuous professional training within the country and abroad is seen as a way of contributing
to better quality and effective capacity-building approach.
“Communication and Cooperation with Stakeholders” is one of KNAO’s strategic objectives that
they understand the audit work and its outcomes. This communication has been intensified with
the Legislative, Executive and Judiciary during the year. Since the society is increasingly aware of
holding governments to account, KNAO aims to reach directly to citizens and civil society by
establishing a regular communication, with a view of setting up a consultative forum to coordinate
cooperation and strengthen transparency and accountability even more. Cooperation with
stakeholders is made through the SAI Network, the Committee Contacts, INTOSAI and EUROSAI.
KNAO’s goal is membership into these organizations and groups with equal rights.
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Our focus on future activities will be oriented towards:


Increasing the quality of audits in line with ISSAIs;



Increase the portfolio of performance audits, including IT;



Establishment and strengthening of internal institutional capacities;



Intensifying cooperation with the Assembly, namely Parliamentary committees;



Effective communication and cooperation with civil society and media;



Intensifying bilateral cooperation with other SAIs; and



Engaging for membership into SAIs regional and international Organisations.
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1

Auditor General and Kosovo National Audit Office

Introduction
The Auditor General is an independent constitutional institution and reports directly to the
Assembly. KNAO assists the Auditor General, whose mandate and duties are defined by the
Constitution and Law no. 05/L-055 on “the Auditor General and National Audit Office of the
Republic of Kosovo”.
Retaining the KNAO’s objectivity and independence from the organizations subject to audits is
crucial. Objectivity and independence should be secured through proper implementation of a
broad, consistent and legal mandate, compliance with internationally recognised public sector
audit standards, and an internal code of professional conduct.
The activity of Kosovo National Audit Office
KNAO carries out regularity audits of the Kosovo Budget and all Budget Organisations on an
annual basis, including the Assembly, the Office of the President, the Office of the Prime Minister,
Ministries and Executive Agencies, Municipalities, Independent Institutions and Publicly Owned
Enterprises.
KNAO performs performance audits, donor funded projects and international financial
institutions, as well as IT system audits. These audits are carried out in order to assess whether
government programs are being managed properly, economically and efficiently, and whether
measures are being taken to assess and report on their effectiveness.
KNAO reports on its audits to the Assembly, respectively the Committee for Oversight of Public
Finances (COPF). Individual audit reports are sent to audited entities and published on the
KNAO’s website. Audit reports contain recommendations aimed at encouraging change and
implementation of best practices. In this way, the Assembly, we provide information on the
management of public finances and the compliance of their administrative decisions to the audited
institutions, taxpayers and the general public.
With the aim to assist in the implementation, development and sustainability of Public Financial
Management, we will ensure the taxpayers and international donors that public resources are used
economically, effectively and efficiently. We will do this by ensuring that public funds are
reported, administered and used appropriately and prudently.
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Accountability Process
Annual Financial Statements (AFS) are prepared in line with the Law on Public Financial
Management and Accountability. They must comply with cash based International Public Sector
Accounting Standards. In order to enable us to prove our accountability and objectivity, the
Assembly will annually engage an internationally recognised external firm to carry out the audit
of the KNAO’s Annual Financial Statements. The audit report is published on the KNAO’s
website.
In addition to external audits, internal audits performed by the Internal Audit Unit ensure the
Auditor General that KNAO complies with the laws, its sub-legal acts and policies.
Who will review the funding of KNAO?
KNAO prepares and submits annual budget requests to the Assembly. COPF and the Budget and
Finance Committee (BFC) may require necessary explanations for KNAO’s budget request and
discuss on plans, priorities, performance objectives, annual performance reporting, and our
management practices.
Observations on the Performance of the KNAO and its Impact
KNAO, through audits, aims to contribute and directly have an impact in c making a difference to
the lives of citizens based on ISSAI 12 “The Value and Benefits of Supreme Audit Institutions –
making a difference to the lives of citizens”.
The assessments on the KNAO’s performance and its impact have also been made by international
institutions such as: “Balkans Barometer 2017” Report published by the Regional Cooperation
Council (RCC) referred to by SIGMA in its 2017 report as well. According to this report, surveys
made with citizens in Kosovo show that they trust KNAO may have a positive impact on financial
management in Kosovo. Over 48% of respondents trust KNAO, whilst 67% of them agree that
KNAO may have an impact to make the Government more accountable in spending public money.
These rates are high compared with other countries in the region.
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2

Performance of Kosovo National Audit Office

SAIs Performance Measurement Framework, as the INTOSAI standard document, has 25
indicators for measuring SAIs performance against international best practices in managing the
institution as well as the performance of the auditing activity grouped into six areas:


Independence and Legal Framework



Internal Governance and Ethics



Audit Quality and Reporting



Financial Management, Assets and Support Services



Human Resources and Trainings; and



Communication and Cooperation with Stakeholders.

KNAO’s Performance Report for 2017 has been drafted based on this standard document and has
determined 16 key performance indicators for the areas above. Such performance measurement
allows us to identify the strengths and weaknesses of the audit work as well as the management
of Organization.
Measurement of work through these indicators gives an overview of the activities and outcomes
of the areas of a SAI. Performance measurements based on these indicators allow the comparison
of the performance of SAI’s activities with other sister institutions.

2.1

Independence and Legal Framework

This field covers the legal mandate of KNAO and its independence. ISSAI 1 (Lima Declaration)
and ISSAI 10 (Mexico Declaration on Independence of SAIs) are the basis for good practices in this
area. The measurement indicators that the KNAO applied in this area are: independence and
mandate of KNAO.
Independence of the Auditor General and Kosovo National Audit Office
The Constitution of the Republic of Kosovo defines the competencies of the Auditor General which
serves as a base for the organisation, functioning and his mandate in carrying out audits.
With the entry into force of the new Law no. 05/ L-055 on “the Auditor General and National
Audit Office” since June 2016, functional, financial and operational independence has been
consolidated. The Auditor General and KNAO have full discretion in performing and exercising
functions and competences to implement his mandate in accordance with the Constitution, Law
and internationally recognised Public Sector Auditing Standards. According to the legislation in
force, the Auditor General is independent in organising and managing with the KNAO.
The Auditor General is accountable only to the Assembly of Kosovo for exercising the duties and
competences specified in the Constitution and law.
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Progress following the adoption of the Law no.05/L-055 on “the Auditor General and National
Audit Office of the Republic of Kosovo”
With the entry into force of the Law, the Auditor General with the purpose of fulfilling the legal
obligations began with drafting of internal regulations to determine internal organization and
management of KNAO. During the reporting period, the following are drafted and approved:
Regulation on Employment Relations, Regulation on Internal Organization and Systematization
of Job Positions within KNAO, Administrative Instruction on the Implementation of the Rights
and Responsibilities of the Kosovo National Audit Office and Audited Entities, Regulation on
Administration of Documents etc.
The mandate of Kosovo National Audit Office
This indicator assesses the operational authority of KNAO determined in the legal framework. In
the capacity of the Supreme Audit Institution of Government Financial Resources, SAI needs to
have sufficient authority under the legal framework in which its role is defined and the Public
Finance operations are clearly described for which it has the legal responsibility to audit.
Dimensions to be assessed for this indicator are:
i)

Sufficient and broad Mandate

The Law on “the Auditor General and National Audit Office of the Republic of Kosovo”, gives AG
a broad audit mandate of all financial, administrative and other activities, programs and projects,
including processes and revenues from the sale of assets, privatisation and concessions. KNAO
may also carry out regularity audits within Publicly Owned Enterprises. It also carries out
Performance Audits to assess the efficiency, effectiveness and economy of a particular aspect of
operations fully or partially of any institution, program or activity.
ii) Access to information
The Auditor General has unrestricted access to all information and the explanations that it deems
necessary for audit purposes. Officials authorised by AG may at any reasonable time enter and
remain in the premises of the entity or institution which is subject to audit.
iii) Right and obligation to report
The Auditor General has the authority under the Constitution to independently report findings of
each year to the Assembly, to which it presents:


Report on the execution of the State Budget;



The opinion on the Government’s report on the expenditures of the previous financial year
before being approved by the Assembly;



Annual Report on the KNAO activities.

KNAO has to make all its annual audit reports available to the public.
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2.2

Internal Governance and Ethics

This area covers the internal governance and ethics of KNAO. The measurement indicators that
KNAO applied are: Strategic planning, organizational control environment, internal
communication and audit planning.
Objective of SAIs should be to promote transparency and accountability through good governance
and ethics to fulfil their mandate.

2.2.1

Strategic & Operational Planning

Strategic Planning - For an organization to be successful, it is required to determine its most
important objectives within a strategic plan. To fulfil its vision, KNAO implements “Corporate
Development Plan 2015-2020”. This document contains three pillars addressing local ownership
and institutional sustainability, contributing to strengthening good governance and maintaining
and enhancing the quality of corporate governance and audit.
With the adoption of the Law on Auditor General and having new Auditor taking the Office, the
strategic approach has changed and therefore the Auditor General in 2017 established a working
group, which is in process of drafting the new strategy 2018-2020.
KNAO’s strategic documents are made public and accessible to both the KNAO staff and general
public.
Annual Working Plan - In order to manage daily activities, KNAO drafted the Annual Plan for
2017/2018 audit season, a plan that contains KNAO’s objectives, types of audits, audit process,
annual audit plan and organization, budget and human resources, cooperation and projects.

2.2.2

Organizational Control Environment

A Supreme Audit Institution should have an internal control system in place which provides
reasonable assurance that its operations are managed efficiently and economically in accordance
with laws and regulations under the INTOSAI Governance Standard 9100. In addition, a SAI
should also have a system of quality control in place ensuring the quality of its entire work (ISSAI
40).
In view of these, some specific steps were taken:
Changes to the organizational structure
In order to meet expectations of KNAO, the Auditor General made new adjustments to the
organizational structure in order to achieve strategic objectives of the Organization.
In order to strengthen the audit quality in line with the ISSAI 40 standard “Control and Quality
Assurance”, with the new organizational structure, the Division for Management of Audit Quality
as a separate division was established. In addition, in order to achieve KNAO’s objectives two new
departments were established: the Department for Audit of Publicly Owned Enterprises and the
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Department for Audit of Procurement and Projects. The Audit of the IT systems was introduced
as part of the Performance Department.
The new Regulation on Internal Organization and Systematization of Job Positions contains rules
on organising and functioning of KNAO.
Drafting of KNAO’s Code of Ethics
Based on the fact that the Code of Ethics is a complete statement of values and principles guiding
the daily work of auditors to secure trust to the Institution, KNAO during 2017 drafted a new Code
of Ethics and Conduct in line with principles of INTOSAI Code of Ethics.
The new Code of Ethics and Conduct reaffirms the values and reflects core principles upon which
our activity is based on. These values and principles include the pillars of institutional credibility
on the one hand, and are closely linked to the understanding of KNAO as a constitutional
institution that serves accountability, good governance and transparency on the other hand.
In order to achieve sufficient assurance, KNAO established policies and procedures that require
from all personnel and parties authorised to carry out works for KNAO, to agree with the most
important ethical requirements by signing the Code of Ethics and the Declaration of Professional
Independence.
Further on, an Ethics Committee has been established to follow-up the implementation of the Code
of Ethics.
Internal Control System
Internal Control Systems are important for all KNAO’s operations. Internal controls for non-audit
activities are exercised by KNAO through established rules and procedures for different processes
such as: segregation of duties, delegation, authorisation, supervision and internal audit.
There is an Internal Auditor within KNAO who prepares reports on the effectiveness of internal
control in different areas and reports directly to the Auditor General. Based on the annual plan for
2017, the areas determined for review by the Internal Audit Unit were: asset management,
budgeting and expenditure process, recruitment management process, quality management
system, and procurement activities. The review is based on performance assessment and
compliance with the legal rules and internal regulations governing the respective fields.
The Audit Committee has also been established in the second half of 2017 which commenced its
activities with aim to enhance accountability and improve governance, internal control risk
management, and supporting the AG in addressing responsibilities related to the implementation
of internal control systems.
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Internal Communication
KNAO established an effective internal communication with employees, by giving them the
opportunity to express themselves openly, in the vertical and horizontal direction on issues that
relate to their work, as well as those within the institution.
The Management of KNAO maintains regular periodical meetings with all staff. Important
decisions are documented and communicated to staff. These documents are accessible by all
organizational levels and there is a mechanism for disseminating information to the staff.
In addition, there is an internal electronic communication network whereby the Management of
KNAO informs employees regularly on key issues that relate to the Organization.
Audit planning
Audits are carried out according to a plan determined by KNAO. Based on this, KNAO has drafted
the Annual Audit Plan at the beginning of the audit season. Upon drafting the Plan, was taken
under consideration the fulfilment of constitutional and legal obligations for regularity audits,
covering performance audits to the greatest extent possible, based on assessment of importance
and relevance of certain issues, and addressing specific requests made by the Assembly and other
stakeholders, such as donors, etc. These audits are planned by taking into account human and
financial capacities that the KNAO had available.

2.3

Audit coverage and reporting

Indicators of this area relate mainly to the scope of audits, coverage of audits by type and number,
addressing recommendations by budget organizations, reporting of audit results, and the impact
of KNAO audits in Public Financial Management.

2.3.1

Scope of the National Audit Office

In line with its scope, KNAO performs two types of audits:


Regularity audits of Budget Organisations (cash based system) and Publicly Owned
Enterprises (accrual based system)



Performance audits, including audits of projects funded by donors and international
financial institutions as requested.

Regularity audits: include audit of AFS and main accounts of the audited institution with aim to
assess whether reports are reliable and accounts fairly reflect the results of budget execution; assess
whether the management adhered to applicable laws and regulations and whether funds were
used for intended purposes; and assess the functioning of the financial management system,
internal audit functions and internal control systems. These audits are carried out annually and
are reported within a specified timeframe. Audits begin in September and audit memos are
submitted in December, while audit reports for individual BOs are published by the end of June.
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The audit cycle is completed at the end of August when the Annual Audit Report (AAR) for the
Annual Financial Report of Kosovo Budget (AFR/KB) is submitted to the Kosovo Assembly.
The KNAO also performs Regularity Audits in Publicly Owned Enterprises which apply the
accrual system.
Performance audit: is an independent, objective and reliable examination of whether government
engagements, systems, operations, programs, activities or organizations are operating in line with
principles of economy (minimising the cost of resources), efficiency (benefiting as much as possible
from resources available) and effectiveness (meeting objectives set and intended results). These
audits include various topics in the area of education, health, procurement, infrastructure, social
economy and information technology, etc.
For carrying out performance audits, KNAO follows one of three following approaches:


results-oriented approach, which assesses whether the predetermined objectives have been
achieved;



problem-oriented approach, which verifies and analyses causes of the problem(s); and



system-oriented approach which examines the functioning of management systems: or a
combination of three approaches.

Procurement audits are audits that assess the value for money achieved in purchases through
procurement. This means that goods or services are purchased having the lowest or most optimal
lifetime cost (this does not mean the lowest price) that serves the purpose for which they have been
purchased and meet the required specifications. When purchased goods or services do not have
the lowest cost, then the added value should be clear and reasoned. Audit of the value for money
in procurement also addresses the legality and regularity of these processes.
This Department also carries out audits of projects of a particular aspect of operations fully or
partially of any institution, program or activity, audits of projects/funds financed by the Kosovo
Budget, the budget of any other state or donor to assess the use of funds in line with the determined
terms.
Audits of projects funded by donors and international financial institutions are carried out
based on agreements with donors and/or their beneficiaries. KNAO applies a fee for these audits,
while funds generated are transferred to the Kosovo Budget.
Through audits and other advisory activities, KNAO supports accountability and transparency of
audited organizations in using public money, compliance with legal requirements, good
governance, achievement of value for money, and provision of quality services to citizens.

2.3.2

Number and type of audit reports

By the end of 2017, KNAO has finalised and published:


Annual Audit Report of the Kosovo Budget (for 2016)
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92 Regularity Audit reports (for 2016)



4 audit reports for Publicly Owned Enterprises



11 Performance Audit reports



2 audit reports on projects

124 are planned for 2017/18 audit season:


Annual Audit Report of the Kosovo Budget (for 2017)



91 Regularity Audits for Central and Local Organisations;



9 Regularity Audits for Publicly Owned Enterprises;



2 audits of projects funded by donors



1 audit for public debts



13 Performance Audits; and



7 audits of procurements/projects.

Through Regularity Audits we have managed to cover all BOs with the exception of the Kosovo
Intelligence Agency and Radio Television of Kosovo.
The number of regularity and performance audits is increasing, while we are also planning to audit
more donor-funded projects including borrowing in the future.
Table 1 shows the overall audit portfolio, including the number and types of audits presented,
with a comparative base for the last two years. For more details related to finalised reports and ongoing audits, refer to Annex 2 of this Report.
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Table 1: Number and type of audits planned and executed during the last two audit seasons
Types of audit

Audit season

Audit season

2017/2018

2016/2017

Regularity audits

104

96

- Kosovo Budget

1

1

- Central Institutions

24

24

- Independent Institutions

30

30

- Municipalities

38

38

- Outsourced

-11

-12

- Publicly owned Enterprises (accrual system)

9

4

Audit of public debts

1

-

Donor funded Projects

2

-

20

19

13

17

7

2

124

115

Performance and Projects Audits
- Performance audits
- Projects audits
Total

Based on the table above we can see that for 2017 all BOs are in process of being audited, except
for the Ministry of Local Government Administration (MLGA), audit of which is outsourced by
the KNAO and will be carried out by a private auditing firm.

2.3.3

Regularity Audit Standards and Quality Control

In order to achieve the objective of carrying out audits in line with ISSAIs of INTOSAI, KNAO has
undertaken some specific steps to complete its necessary regulatory infrastructure and increase
institutional capacities.
Updating of Regularity Audit Manual
Within the ISSAIs implementation, Regularity Audit Manual is constantly updated in order to
adjust it to changes of requirements made in the ISSAIs. The main purpose of this Manual is to
provide auditors with a reference point which would assists them during the regularity audit
process. This does not intend to replace exercising of professional judgment, which is a
precondition for a successful audit.
In order to ensure a high quality of regularity audit work, the Manual contains a framework for
planning, execution and reporting on audits, by emphasising the importance of focusing on risk,
to carry out effective and efficient audits, and to protect and enhance reputation of the KNAO.

1
2

For 2016, KNAO has outsourced a private auditing firm to cover the audit of a ministry.
At the level of local government, were outsourced private auditing firms to cover audits of six municipalities.
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With the commencement of audits in Publicly Owned Enterprises the need to review the
Regularity Audit Manual appeared. The Manual was reviewed under the support of the Twinning
Project with the Polish National Audit Office. Changes to the Manual will be done to supplement
specific requirements for Publicly Owned Enterprises. At the same time, with the support of the
Swedish National Audit Office, the Manual will also be supplemented with the compliance audits
section.
Quality Control
Under the basic principle of ISSAI 40 “Quality Control”, An SAI should establish policies and
procedures designed to promote an internal culture recognising that quality is essential in
performing all of its work.
Based on this principle, one of the main objectives of the KNAO has been and remains quality
control, which aims to identify shortcomings, improvements that need to be undertaken in the
future, in order to constantly improve the work when it comes to implementing audit standards.
For the audit season 2016/2017, the quality review was done for the following:


79 audit files for planning stage;



50 audit files for execution stage;



30 audit memorandums;



50 Regularity Audit reports; and



2Performance Audit reports.

The following have been finalised or are planned for review during 2017/2018 audit season:


50 audit files for planning stage



35 audit files for execution stage



40 audit memorandums; and



41 audit reports.

Based on results from reviewed files, it is concluded that besides results achieved in enhancing the
quality, the need for further improvements which will have impact on attaining a higher level of
quality assurance for all audit stages. Therefore, every year, based on lessons learned positive
changes were made to the manner in which audits were carried out and how results were reported.
In this manner, the overall quality of our work and products have been approximated with
requirements of IAS and SAIs, and good European practices, whilst more remains to be done.
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2.3.4

Impact of audit on public financial management

KNAO in audits carried out during 2016 requested improvement of public financial management
through recommendations.
Number and percentage of recommendations implemented
One of key indicators for measuring audit performance is the level of implementation of
recommendations. Based on audit standards, follow-up of implementation of recommendations is
one of activities of KNAO. In audit reports of 2016, we have reported on the condition of
recommendations given in a prior year. Results of follow-up and analysis of the progress made in
implementation of recommendations have been summarised in the following tables.
Table 2: Implementation of recommendations given in reports of 2016 for 2015
Audited entities

Recommendations
given

Implemented

Addressed
(in process)

Unaddressed

No

No

%

No

%

No

%

Central Institutions

338

93

28

126

37

119

35

Independent Institutions

184

52

28

70

38

62

34

Municipalities

640

153

24

229

36

258

40

1,162

298

26

425

36

439

38

Total

Table 3. Implementation of recommendations given in reports of 2015 for 2014
Audited entities

Recommendations
given

Implemented

Addressed
(in process)

Unaddressed

No

No

%

No

%

No

%

Central Institutions

347

133

38

118

34

96

28

Independent Institutions

200

94

47

57

29

49

24

Municipalities

630

129

20

243

39

258

41

1,177

356

30

418

36

403

34

Total

Implementation of recommendations experienced setbacks compared to the prior year.
Apart from abovementioned recommendations, we have provided advices through audit
memorandums (during the interim audit phase) to improve internal controls and financial
reporting. As a result, AFS of BOs were of better quality compared with nine-month financial
statements.
Further on, useful recommendations for improving public sector programs and activities in the
field of education, public investment, procurement, judiciary, etc., are given in 10 performance
audits.
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In addition, we have assessed implementation of AAR recommendations given for the Assembly
of Kosovo, Government and Municipal Assemblies. Out of 39 recommendations given, 6 have
been fully implemented, 21 are in process of being implemented and 5 have not been addressed
yet (for more details refer to the Annual Audit Report for 2016, Annex III).
In terms of implementation of recommendations that are underway and those unaddressed that
were given in the AAR for 2016, the Auditor General has recommended the Assembly to request
from the Government a report related to recommendations given in the AAR of 2015, and to
prepare an Action Plan for implementation of recommendations given in the AAR of 2016, and
reports on the progress of this plan on quarterly basis.
As a result of these recommendations given by AG, the Assembly of Kosovo after reviewing COPF
recommendations regarding KNAO’s Annual Audit Report for 2016, in December 2017 has
approved recommendations that the Government should: prepare a feedback report related to
AG’s recommendations in the AAR for 2015; prepare an action plan for implementation of AAR
recommendations for 2016 and report on the progress achieved to the COPF on quarterly basis;
ensure that all BOs report over the systematic process of implementation of recommendations on
quarterly basis to the Ministry of Finance and COPF.
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2.3.5

Performance Audit

11 performance audit reports of different areas of economic and social interest that covered issues
relating to health, education, environment, infrastructure, and IT system were published during
2017.
The trend of performance audits is increasing from year to year. Under the annual audit plan for
2017/2018, 20 performance audits are planned, which are in process and are expected to be
published during 2018. These audits include 13 performance audits and IT systems, and 7 audits
of procurements and projects, such as: Special Service Agreements; Development fund; Cofinancing agreements; and Capital Investments in Publicly Owned Enterprises.
Key audit messages were addressed in performance audit reports, as follows:
In the Report “Administration of the program for treatment of patients outside public health
institutions”, the audit message is that “the Ministry of Health has not yet secured a
system/program where all data for patients in need would be recorded. Prioritisation of
applications by the board was not done based on type of illness, except for in urgent cases, and
there were delays in reviewing of applications. Patients were informed only in cases when the
request was approved but were not notified of its rejection, and as a consequence patients ended
up uninformed and denied the right of complaint or to find other forms to cover medical expenses
for medical treatment.“
In the report “The review process of textbooks“, the audit message is that “the Ministry of
Education, Science and Technology during the review process of textbooks has not managed to
achieve intended goals. The review process has resulted in small percentage improvements of
textbooks and generally of technical nature. Average of changes made to textbooks of three
publishing houses was at 8%. The objective relating to the reduction of schoolbag weight was not
addressed at all, while the decision to publish all textbooks from grades 1-9, including those that
have not been subject to review have created huge costs and not savings as initially intended.
In the report “Development Fund”, the audit message is that “the Government of Kosovo and the
Management Board of the Fund have not installed a functional system for management of this
Fund. Main shortcomings have been identified in terms of compliance with local legislation and
delays in approval of projects. As a result, implementation of projects by municipalities is low,
where by September 2016 only 2 out of 21 projects have been implemented and achieved the
intended purpose aimed with this Fund“.
In the report “Management and monitoring of capital investments in Publicly Owned
Enterprises”, the audit message is that ”the Ministry of Economic Development secured that
established mechanisms are fully effective to ensure smooth implementation of processes from
planning of financing of capital projects, up to their implementation and monitoring. Publicly
Owned Enterprises3 as beneficiaries of funds from the Government of Kosovo have managed
capital investments at a satisfactory level towards achievement of the goal for which funds were
3

”Infra Kos”, Regional Water Company “Radoniqi”, Regional Water Company “Drini i Bardhë”, Regional
Waste Company “Eko Regjioni” and Regional Waste Company “Pastërtia”
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granted. In spite of this, there are still shortcomings in terms of complete implementation of
projects and incomplete fulfilment of criteria defined.
In the report “Management of procurement process for road maintenance”, the audit message is
that “the Ministry of Infrastructure and the Municipality of Prishtina during the procurement
process for Road Maintenance have partially achieved intended results. The procurement process
has resulted in delays, Annex contracts, low competition, and in some cases was not achieved the
value for money, which has incurred additional costs. These institutions did not prepare technical
specifications properly as were not specified lengths and widths of roads, and consequently could
not be determined complete expenses for maintenance of roads per kilometre.
In the report “Planning for Construction Contracts“, the audit message is that “the Ministry of
Public Administration and the Ministry of Culture, Youth and Sports have encountered difficulties
in effective management of planning of construction contracts. Determining the needs of users and
examination of physical conditions in locations was accompanied with problems, and difficulties
were noticed related to financing of projects and to ensure whether technical specifications are
fully in line with the reality. As a result, costs of construction projects were exceeded and there
were delays in implementation.
In the report “Procedures and Controls in the System for Management of Municipal
Performance“, the audit message is that “the Ministry of Local Government Administration had
not created all necessary preconditions for functioning of the System for Management of
Municipal Performance. Municipalities had difficulties in applying procedures and controls
foreseen under the system. The data collection procedure was not adequate, and there were
problems in reporting, verification of data and in securing access to data by municipal units. As a
result, some of the data reported was not supported by relevant documents of respective areas, or
as defined by the methodology.
In the report “Efficiency in civil case management within basic courts“, the audit message is that
“Basic Courts of Prishtina, Peja and Gjilan are not efficient in managing with civil cases whereas
this process is characterised with numerous irregularities in all its stages. Courts continue facing
a considerable number of old cases that continue to remain unsolved. The Kosovo Judicial Council
has not been efficient by properly monitoring the progress achieved in Courts. Generalized
mechanisms of the Council make monitoring of the progress achieved by Courts difficult and these
are not the right means to address irregularities that they encounter upon management of court
cases.
In the report ”Special service agreements and employment contracts for specific tasks“, the audit
message is that “the Ministry of Public Administration did not draft the secondary
legislation/procedures for this type of engagement, whereby it would determine the engagement
procedures, and ensure that they are managed in accordance with the principle of transparency,
equality and competition. On the other hand, audited Ministries4 and Municipalities5 engaged
employees under these agreements/contracts without any proper planning and formal
The Ministry of Culture, Youth and Sports, the Ministry of Environment and Spatial Planning, the Ministry of
Agriculture, Forestry and Rural Development and the Ministry of Infrastructure.
5 Ferizaj, Peja, Gjilan, Prizren, Suhareka and Prishtina.
4
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monitoring of their performance. Reporting was incomplete and inaccurate, and financial costs
have increased compared to the prior year.
In the report “Efficiency and effectiveness in implementation of unified and integrated health
information system”, the audit message is that “the Ministry of Health has not been efficient and
effective in implementing the Health Information System as it has not fully functionalised it. The
Ministry of Health has not managed to ensure its broad use and implementation in 30% of
country’s territory. This has led to a number of other important barriers for citizens of the country,
one of them with great importance is development and implementation of the Health Insurance
Fund Information System.
In the report “Implementation of the contract for the electronic procurement system“, the audit
message is that “Out of 13 recommendations, two have been addressed and initial progress was
noticed, the need for addressing was identified for nine of them, but no specific steps were taken,
while for two no steps have been taken, and needs for addressing them were not identified.
Since achievement and preservation of high quality during the audit process remains one of our
top priorities, we have requested support from the Swedish National Audit Office to enhance the
quality of performance audits. Currently three performance audits are under their mentorship.
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2.4

Financial Management, Assets and Support Services

The source of financing for KNAO activities is the Kosovo Budget. In addition to this source,
KNAO in implementing its mission also receives different donations and grants as support for its
activities and functions.

2.4.1

Financial resources

Under the Budget Law no. 05/L-125 for 2017, the initial approved budget was €2,397,794. While
after the budget review, the final budget was €2,381,810. At the end of the year, the total budget
spent was €2,273.035. Developments of budgetary changes and expenses incurred for all economic
categories are as follows:
Wages and salaries: Funds allocated from the state budget for 2017 were €1,767,505. At the end of
the year, the budget spent was €1,757,170 or expressed in percentage at 99.4%.
Goods and services: The initial budget approved for this category was € 551,289. With the review
of the budget an additional amount of €49,000 was allocated to cover the rent of facility used by
KNAO. The final budget in this category was €567,305.69, while it was spent at the level of 83.9%.
Changes during the year are as follows:
o

Based on the decision of the Government of Kosovo No. 10/19, dated 15.12.2017, the
budget allocation for this economic category was reduced by €24,855 on behalf of
reductions; and

o

Based on the decision of the Government of Kosovo No. 01/21, dated 22.12.2017, the
budget allocation for this economic category was reduced by €8,128 on behalf of reductions.

The total of budget reduction on behalf of savings and reductions amounts to €32,983.
In fact, in the economic category “Goods and Services”, KNAO had savings of €24,855, while the
cuts under Government’s decision for this category were €8,128 and in the category of “Capital
Investments” in the amount of €30,000. The cuts occurred since in the last quarter of 2017 there
were significant restrictions by MoF on the budget management. Budget allocation for the last
quarter was made with considerable delay and only after the budget review under the relevant
law. This had the effect that some planned objectives and needs were not executed considering
that we were not able to commit the funds and develop appropriate procedures in time for meeting
the needs as well as for making payments to creditors.
The Donor Designated Grants included the amount of €164,930 allocated by the Government of
Kosovo for implementation of the project “Strengthening capacities of the Kosovo National Audit
Office in procurement audit”, which according to the agreement will be reimbursed by the World
Bank. This amount included funds for the project “Support to the AG and KNAO on improvement
of institutional efficiency”, financed by Swiss Government - Helvetas Swiss,
Intercooperation/DEMOS in the amount of €45,700 that were allocated in 2017, and the amount of
€10,540 carried forward from 2016. The overall amount of donor designated grants for this
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category was €221,170, whilst expenditures incurred amounted to €53,751. Since during 2017
experts were not contracted to implement the project “Strengthening the Kosovo National Audit
Office’s capacities in procurement audit”, the World Bank donation has not started to be spent.
This project will last until September 2019. The donation from “Demos” is executed as planned.
Utilities: Under the initial budget, the budget approved for this category was €34,000. The budget
executed at the end of year for this economic category was in the amount of €27,718 or expressed
in percentage 81.53%.
Capital investments: The initial budget for this category was approved in the amount of €45,000.
Changes during the year are as follows:
o

Based on the decision of the Government of Kosovo No. 08/15, dated 02.08.2017, allocated
funds in the amount of €30,000 for two capital projects (audit support software and servers
for strengthening of IT infrastructure);

o

Based on the decision of the Government no. 10/19 dated 15.12.2017, the budget allocation
in this economic category was reduced by €2,000 on behalf of savings; and

After budget review, the amount in this economic category was €13,000, while the level of
execution in this economic category was €12,260 or expressed in percentage 94.3%.
In total, the final budget allocated to the KNAO under the Budget Law was executed at the level
of 95.4%.
The budget structure based on the initial budget, changes during the year and expenditures
incurred were presented in the following table:
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Table 4: Budget structure under the Budget Law and execution level in €000
Budget report

Initial budget

Final budget

Budget spent

%

2017
Overall Budget

2,398

2,382

2,223

95.4%

Wages and Salaries

1,768

1,768

1,757

99.4%

Goods and Services

551

788

467

83.9%

Utilities

34

34

28

81.5%

Capital Investments

45

13

12

94.3%

2016
Overall Budget

2,309

2,264

2,235

98.3%

Wages and Salaries

1,674

1,704

1,690

99.2%

Goods and Services

551

521

507

97.3%

Utilities

34

26

25

96.0%

Capital Investments

50

13

13

100.0%

2015
Overall Budget

2,213

2,234

2,203

98.16%

Wages and Salaries

1,574

1,613

1,613

100.0%

Goods and Services

605

594

564

94.9%

34

27

26

97.2%

Utilities
Capital Investments

28

0.0%
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Graph No. 1: Expenses per Economic Categories

1.0%

1.0%
0

Wages and Salaries

21.0%

Goods and Services
Utilities
Capital Investments
77.0%

From the graph above we may see that the category of Wages and Salaries consumes the largest
amount of the KNAO budget by 77% of the total amount, followed by Goods and Services by 21%,
while Utilities and Capital Expenditures are at the rate of 1% respectively.
Graph no. 2: Expenditures for Goods and Services

Travel expenses inside and outside the country
Education and training services

10%
24%

Intellectual & Advisory Services (audit of
MLGA)
Contractual Services
Maintenance and security (buildings, IT,
vehicles)
Fuel (vehicle, heating, generator)

2%
1%
3%

32%

Equipment and supplies (office, cleaning, etc.)
Rent (building, equipment, etc.)

10%
15%

3%

Other (publications, printing, postal servicesPTK/Vala, internet...)
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From Graph No. 2 we notice that just as in previous years, rent expenses remain the highest cost
during 2017 in the category of Goods and Services, which expressed in percentage is 28%. KNAO
continues to exercise its activity in private buildings, despite commitments of the Government that
it will find a solution to accommodate KNAO into a public premises.
Other Expenditures:


Twenty two percent (22%) of expenditures relate to payments for domestic and abroad
travelling. These expenses have been incurred due to increased number of audits in
Municipalities that are 50km away from Prishtina. Moreover, this includes intensified
engagement to lobby for membership of the KNAO into International Organisations of
Supreme Audit Institutions through participations in workshops and conferences, abroad
international seminars, etc.



Fifteen (15%) of expenditures relate to payments for purchasing of IT equipment and other
office supplies.

Graph No. 3: Expenses per categories, compared to the spent budget6
77

Trend of expenses throughout the years
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Graph No. 3 indicates that expenditures incurred in the last three years are in the same trend for
all economic categories.
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This graph does not include funds allocated from the designated donor grants of 2017, as they are disclosed
separately in this report.
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2.5

Human Resources and Training

Human Resources are the main pillar of the KNAO, as strategic objectives of the institution are
achieved through them. In order to improve work quality, and carry out more audits, we have put
in place a new approach to human resources management. Our focus is on the professional
development of human capacities, where through continuous professional development of
employees and career building in KNAO, we intend to strengthen the competence in our
professional work.
Analysis of the human resources structure
The permitted limit of employees for 2017 according to the Budget Law is 160. Compared with
2016, there has not been any significant increase in the total number of employees. At the end of
2017, KNAO had 159 employees engaged, including the Auditor General, senior management,
auditors and other professional and administrative staff.
Staff statistics over the years are given in the following table:
Table 5: Personnel over the years
Number of
tem leaders

%
Movemen
t of
personnel

More than two
years of
experience
within the
Office

Year

Permitted
limit of
employees

Number of
employees from
communities

2015

146

5

49.3%

37.9

42

1.36

138

2016

146

5

49.7%

39.0

33

0.00

143

2017

160

4

50.3%

39.6

41

2.52

146

Percentage
of females

Average
age

The number of employees from other communities has decreased as a result of a resignation.
Gender statistics according to the data in the table above is 49.7% male, and 50.3% female.
Furthermore, the number of females in management positions at all levels is considerable.
The number of audit team leaders is higher than in the prior year due to larger number of audit
projects covered by KNAO staff.
The age structure of KNAO employees is dominated by young and middle age, while those with
late age are at 14.5%. This is an indicator that KNAO has staff with experience, competence and
potential for the future.
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Table 6: Structure by age
Categories of employees

22 – 30

31 – 40

41 – 50

51 – 60

61 – 65

Management positions

1

13

14

3

0

Auditors

25

51

19

12

2

Support staff

0

96

7

6

0

Total

26

30

40

21

2

Over 91.8% of employees have more than two years of experience with the KNAO, which proves
that employees are equipped with necessary knowledge and experience for the audit work
environment.
The table below presents an overview of management positions in KNAO
Here are included management levels, middle management level, positions of audit team leaders,
as well as heads of professional-administrative units.
Table 7: Management positions by gender in all managerial functions
Percentage
%

Overall
number of
females in
management
positions

Percentage
%

Overall number
of males in
management
positions

Percentage
%

10

58.8

28

43.1

37

56.9

36.8

12

63.2

25

41.7

35

58.3

29.0

17

71.0

33

45.8

39

54.2

Percentage
%

Number
of
directors
(male)

7

41.2

2016

7

2017

7

Year

Number
of
directors
(female)

2015

At the end of 2017, KNAO had 159 employees or 83%, that includes senior management and
auditors, and 17% civil servants and support staff.
Table 8: Categories of personnel
Category

2017
Current
number

32

2016

Permitted
positions

Current
number

2015

Permitted
positions

Current
number

Senior management
& auditors

132

128

123

Civil servants and
support staff

27

25

27

Total

159

160

153

146

150

Permitted
positions

146
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Recruitment process
During 2017, KNAO recruited a total of 10 new employees. In addition, KNAO also engaged
temporary translators for translating audit reports this year. This commitment was executed for
the period April - June 2017.
Through the support of project DEMOS - Helvetas Swiss, which ended in November 2017, KNAO
received support in engaging experts in the area of Performance Audit and Information
Technology.

2.5.1

Professional training of staff

Development of human resources remains a permanent priority of KNAO, as we believe that by
developing capacities we contribute to a better quality of work, higher professionalism and to a
more organized approach towards work. The focus of KNAO is on continuous professional
education, where through internal training we develop the knowledge and competence of each
employee in KNAO. In addition, KNAO continued to invest in developing leadership capacities
for the management level of KNAO.
Continuous Professional Training
The training plan for 2017 includes a range of training throughout the entire year. Results achieved
show a successful implementation of the training process, as a manner for professional
development.
A number of internal and external training sessions and seminars were held during 2017. Over 30
training sessions were organized on various topics, mainly from the audit area, where 115
employees has benefited from these training sessions. In addition to these, workshops, seminars
and various conferences were organised with the purpose of developing internal work processes.
KNAO has also benefited from the exchange of experiences with sister audit institutions, in
particular by the support of Swedish National Audit Office (SNAO). After signing of the
agreement between the two institutions KNAO and SNAO for a bilateral cooperation, a number
of workshops on leadership and management were held, whereby management level of KNAO
benefited.
One KNAO employee has gained a three-month experience at the European Court of Auditors,
which was implemented through the program for exchange of experiences with this institution.
Systematization of audit positions
During 2017, KNAO has carried out systematisation and categorisation of audit positions in line
with the following internal acts: Senior Auditor, Auditor, Junior Auditor and Audit Technician.
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Graph 4 shows an overview of distribution of these positions:

14%

Senior Auditor

1%
28%

Auditor
Junior Auditor

25%

Audit Technician

32%

Legal Auditor in
KNAO

Trade Union
Trade union has executed its activities normally. The management of KNAO has enabled the time
and conditions for trade union activities. Furthermore, the trade union has engaged in various
processes of the institution, including monitoring of job processes, advising on work groups, and
organized joint activities for celebration of a certain date. Trade union has access to the entire
intranet system of KNAO, and specified space for communication purposes with its members was
given.
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2.6

Communication and Cooperation with Stakeholders

Communication and cooperation with stakeholders is one of the strategic objectives of KNAO, so
that they understand the audit work and results of KNAO. This is done to increase stakeholders’
knowledge so that they understand the role and responsibilities of KNAO, as an independent
public sector institution.
Communication with Legislature, Executive and Judiciary
During 2017, we have increased cooperation with the Assembly of Kosovo. In addition, meetings
were held with the President, Prime Minister and leaders of other institutions of the Republic of
Kosovo.
Furthermore, KNAO organized a round table with high representatives of public institutions,
where main audit topics for 2016, and the progress in implementation of recommendations given
in audit reports were presented.
AG has regular inter-institutional cooperation with legal bodies as well as bodies that combat
corruption, such as:


The Office of Chief State Prosecutor, by informing them related to cases indicating elements
of criminal offenses that are encountered during the audit work;



The Anti-Corruption Agency, by providing them additional information and clarification
as needed when dealing with findings of audit reports; and



The Economic Crime Unit of Kosovo Police, by providing data and relevant documentation
obtained in audit processes for cases handled by the Investigation Unit.

KNAO, in relation to legal bodies and relevant bodies that combat corruption, operates fully in
accordance with international audit standards and with national law of penal area.
Communication with Media, Citizens and Civil Society Organizations
The intention of KNAO is to be perceived as a reliable source of independent and objective
thinking. Since the society is increasingly aware of holding governments to account, KNAO aims
to stimulate this behaviour by reaching out directly to the citizens and civil society, and by
developing close relationships with them.
For this reason, KNAO has initiated establishment of the consultative forum with civil society in
order to coordinate cooperation and strengthen transparency and accountability even further in
Kosovo.
KNAO has continued cooperation with international institutions and donor organizations,
particularly with EU Office in Kosovo, USAID, World Bank, GIZ, Swiss Cooperation Office in
Kosovo and the OSCE, etc.
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Cooperation with SAI partners
For implementation of the principle “Increase of capacities through promotion of learning and
exchange of knowledge“, KNAO maintains contacts and has developed good relations with SAIs
in particular with those of European countries and beyond.
This cooperation provides an opportunity to share views and exchange experience with other
countries upon the use of international public sector auditing standards. Cooperation with other
SAIs is mainly developed through bilateral cooperation, Network of SAI Presidents of the Region,
Contact Committee, INTOSAI and EUROSAI.
Although we are an active part of these organizations and groups, KNAO in international activities
is represented as an observer, therefore the primary goal in the area of international cooperation
is membership into relevant organizations with equal rights.
The following activities have been carried out in line with this principle:


Bilateral cooperation with SAIs of: Albania, Sweden, Wales, Poland etc., was intensified
during 2017.



KNAO participated in activities of professional organizations of international and regional
SAIs, such as European Organization of SAIs (EUROSAI), European Court of Auditors
(ECA); American Supreme Audit Institution (GAO), Contact Committee (SAIs of EU
Contact Countries), Network of SAIs for EU Candidate and Potential Candidate etc.



The Auditor General visited the SAI of Sweden, Albania and Poland, while delegations of
KNAO paid a visit to the SAI of Turkey and those in the region; and



The Auditor General has participated in the EUROSAI meeting with the “Air Quality” in
the European Court of Auditors in Luxembourg, then in the 15th meeting of the EUROSAI
Work Group on Environmental Audits in Tirana, and the meeting of the Network of
Supreme Audit Institution Candidate and Potential Candidate for membership into the
European Union.

KNAO hosted a numerous of delegations from regional and European SAIs, it has held regular
meetings with EU Office in Kosovo, US Embassy and various diplomatic missions accredited in
Kosovo.
Within the cooperation with academic institutions, the Auditor General has conducted a working
visit to the Cambridge University, United Kingdom, and memorandums of cooperation with the
University of Prishtina and the University of Business and Technology (UBT) were signed.

36

KOSOVO NATIONAL AUDIT OFFICE
Annual Conference
In July 2017 IX annual conference of KNAO was held with the topic “Strengthening of
accountability, transparency and integrity of public sector institutions through implementation of
recommendations given by the Auditor General”. This conference intended to get lessons learned
from experiences and challenges from completed audit season and make preparations for the new
audit season. All KNAO employees participated in the conference including the representatives
from the Assembly, Government, civil society, as well as donor organizations.
In order to develop further a sustainable cooperation and exchange views related to experiences,
challenges and approaches in the future, representatives of the Supreme Audit Institution of
Albania had also participated in the conference.
This conference was supported by the assistance provided by the project for the “Support to the
AG and KNAO for improvement of institutional efficiency”, funded by the Swiss Government Helvetas Swiss Intercooperation/DEMOS:
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3

Focus of KNAO activities during 2018

The year 2018 will be a very important year for KNAO, as the implementation of the new strategic
plan will commence, and in line with strengthening of independence and international subjectivity
of the KNAO, membership into important regional and international organizations is planned.
During 2018, the activity of KNAO will focus on the following areas:
KNAO’s focus on future activities will be oriented towards:


Increasing the quality of audits in line with ISSAIs;



Increase the portfolio of performance audits, including IT;



Establishment and strengthening of internal institutional capacities;



Intensifying cooperation with the Assembly, namely Parliamentary committees;



Effective communication and cooperation with civil society and media;



Intensifying bilateral cooperation with other SAIs; and



Engaging for membership into SAIs regional and international Organisations.

Legal framework, standards and professional development
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Implementation of secondary legislation drafted during 2017 in accordance with the new
Law on KNAO and implementation of internal guidelines that derive from the new
legislation;



Development and continuous strengthening of internal administrative capacities and
efficient management of changes;



Continuous professional education through specific training and implementation of
professional certification schemes for auditors. In addition to internal trainings, KNAO
staff will also attend training and professional activities organized by international audit
institutions and partner organizations, such as EUROSAI, European Court of Auditors,
Supreme Audit Institution of Sweden. It is aimed also participation in activities of the
Supreme Audit Institution of the United States of America;



Follow up of new standards in order to preserve consistency and develop audits in
accordance with International Public Sector Auditing Standards. Review manuals of
regularity and performance audits and work paper packages; and



Further improvement of quality, through enhanced controls over the drafting of audit
plans and programs, and reviewing of individual audit reports, as well as the Annual
Audit Report of the Kosovo Budget. Linking the quality of work with the performance
appraisal of auditors.

KOSOVO NATIONAL AUDIT OFFICE
Cooperation and cultivation of relations with stakeholders in Kosovo and international
organizations


The cooperation with the Assembly will be intensified in order to increase accountability
in public institutions and the implementation of recommendations given in audit reports
o

We will continue preparing individual audit reports for the needs of parliamentary
committees;

o

We will intensify the participation in meetings of the Public Oversight Committee, and
provide necessary advice and clarifications to members of committees within the
Assembly on issues reported in audit reports;



We will increase the cooperation with donor organizations;



We plan to start implementing the twinning project financed by the European Union, from
funds of IPA 2017;



Cooperation with USAID within the project against corruption project, support for
integration of KNAO into international mechanisms of SAIs;



Implementation of a project financed by the World Bank on strengthening of KNOA
capacities for procurement audits;



Continue cooperation with the Swedish National Audit Office (SNAO)



Signing of cooperation agreement with Supreme Audit Institutions of different countries;



Participation in EUROSAI Congresses, which is the highest body of Supreme Audit
Institutions of the European countries;



Engagement for membership of KNAO into International Organization of Supreme Audit
Institutions (INTOSAI).
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4

KNAO’s Accountability

Integrity assurance
I hereby assure that the information in the Annual Performance Report for the year ended on 31st
of December 2017, including the annual financial statements, are accurate, reliable and objective.
Declaration of Transparency
We hereby assure that our business during 2017 has been carried out in accordance with Public
Service Charter and the KNAO Code of Conduct.

Besnik Osmani,
Auditor General
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Annex 1: Organisational Structure 2017/2018

AUDITOR GENERAL
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General Director of
Administration
Department
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Finance

Division
Human
Resource

Department
Corporate Service
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Logistics

Division
Document
Administration

Department
Information Technology
Unit
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Audit of Kosovo
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Management of National Audit Office
Officials in audit functions (auditors)
Civil Servants in administrative support
Staff in Cabinet of Auditor General
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Annex 2: Number and type of Audits
109 audit reports have been published at the end of 2016/2017, including:
Annual Audit Report on the Annual Financial Report of the Kosovo Budget for 2016;
92 Regularity Audit Reports:


Assembly of Kosovo, the Office of the President and the Office of the Prime Minister;



19 Ministries;



38 Municipalities;



30 Independent Institutions; and



Kosovo Customs and Tax Administration of Kosovo (two executive agencies within the
Ministry of Finance7).

4 Regularity Audit Reports for Publicly Owned Enterprises


Kosovo Railways “Trainkos” JSC.



Regional Waste Company “Pastertia JSC” - Ferizaj;



Kosovo Landfill Management Company;



District Heating of Gjakova.

2 donor fund audit reports


Education Sector Pool Fund;



Support for improving policy development in Kosovo.

10 Performance Audit Reports:


Efficiency and effectiveness in the implementation of the integrated health information
system;



Efficiency of Civil Case Management in Basic Courts;



Special Service Agreements and Employment Contracts for specific tasks;



Procedures and controls in the municipal performance management system;



Planning for construction contracts;



Management and monitoring of capital investments in Publicly Owned Enterprises;



The textbook review process;

7
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Kosovo Customs and Tax Administration of Kosovo are executive agencies of the Ministry of Finance, their
AFS are integrated within the AFS of the MoF. However, since they collect 80% of revenues of the KB, we have
audited them separately from the AFS of MoF.

KOSOVO NATIONAL AUDIT OFFICE


Implementation of the contract for the electronic procurement system;



Development Fund;



Administration of the treatment program outside public health institutions.

The audit season 2017/2018 started in September 2017 and we plan to finalise 125 audit reports
such as:
Annual Audit Report on the Annual Financial Report of the Kosovo Budget of 2017
92 regularity audits in the process


The Assembly of Kosovo, the Office of the President and the Office of the Prime Minister;



19 Ministries;



38 Municipalities;



30 Independent Institutions;



Kosovo Customs and Tax Administration of Kosovo (two executive agencies within the
Ministry of Finance8); and

9 regularity audit reports for Publicly Owned Enterprises


Kosovo Railways - Trainkos;



Regional Water Company Prishtina JSC, Pristina;



Irrigation Company Drini i Bardhë JSC Peja;



Kosovo Landfill Management Company JSC;



Regional Water Supply Company Hidroregjioni Jugor JSC, Prizren;



Bus Station Pristina, Prishtina;



NPQ “Gjakova Airport” JSC;



Regional Waste Company Uniteti JSC, Mitrovica;



Hortikultura JSC-Prishtina, Prishtina.

2 regularity audit reports on donor funds

8



Kosovo Environmental Program;



Support for improving the development of evidence-based policies in Kosovo.

Kosovo Customs and Tax Administration of Kosovo are executive agencies of the Ministry of Finance, their
AFS are integrated within the AFS of the MoF. However, since they collect 80% of revenues of the KB, we have
audited them separately from the AFS of MoF.
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1 audit of public debts
20 performance audits in process
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Management of medicines;



Management of procurement contracts;



Centralized Procurement;



Negotiated procedure without publishing the contract notice;



Radio Television of Kosovo;



Co-financing Agreements;



SSA/ECST;



Air Quality (Joint Audit);



Management and use of the e-asset system;



Evaluation of IT systems at local and central level;



Property Tax Information System;



Integrated Police Information System;



Follow-up Audit of Management with Medical Device;



Systematization of homeless people in collective housing / Effectiveness of special housing
programs;



Government policies in creating job positions;



Own Source Revenue Management;



Capacity Building in Policy Development and Coordination/ SIDA Project;



Municipal Services Performance Management System;



Health Information System;



Efficiency in Civil Case Management within Courts

KOSOVO NATIONAL AUDIT OFFICE

Annex 3: Annual Financial Statements for 2017 and
addressing of recommendations for 2016
Financial Statement 1
Statement of receipts and payments in cash for the National Audit Office for the year ended on 31 December 2017

SOURCES OF FUNDS
Government Grant
Designated Donor Grants

2,273
54

Total of Receipts

2,327

USE OF FUNDS
Operations
Wages and Salaries
Goods and Services
Utilities

Capital Expenditures

5

Total of Payments

€ '000

€ '000

€ '000

€ '000

-

2,235

-

1,690
507
25
2,222

€ '000

2,140
63

2,194
41

1,757
530
28
2,314

2
3
4

GG

GG

€ '000

Payments from
third parties

Treasury Single
Account

Payments from
third parties

Treasury Single
Account

Payments from
third parties

GG
Notes

2015

2016

2017
Treasury Single
Account

-

2,203

-

-

1,613
564
26
2,203

-

12
12

-

13
13

-

-

-

2,327

-

2,235

-

2,203

-

Financial Statement 2
Budget Execution Statement
Statement of comparisons of budget and actual amounts for the National Audit Office for the year ended on 31 December 2017
2017
Initial Budget
(Appropriation)

Final Budget
(KFMIS)

A

B

Explanatory
notes

€ '000

Donor Designated Grants

6

-

Other revenues

7

Execution
C

Variance
D=C-B

€ '000

€ '000

46

46

€ '000

2016

2015

Execution
E

Execution
F

€ '000

€ '000

Cash inflows in the Treasury account

Total receipts collected for KCF

-

-

64

90

2

2

1

46

48

2

65

101

11

Cash outflows in the Treasury account
Wages and Salaries

2

1,768

1,768

1,757

(11)

1,690

1,613

Goods and Services

3

551

788

530

(257)

507

564

Utilities

4

34

34

28

(6)

25

26

Capital Expenditures

5

45

13

12

(1)

13

2,398

2,603

2,327

(276)

Total of payments made from KB through TSA

2,235

2,203
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Article 15
Explanatory Notes to the Fnancial Statements
Note 1
Information on Budget Organisation (activities, legislation, etc) and accounting policies
1.

Introduction

“The National Audit Office (NAO) is an independent constitutional institution with the mandate to carry out external audits in all budget organizations and in other state entities .
The mission of NAO is to contribute to a sound financial management of public administration by carrying out quality audits in accordance with the legal framework and internationally
recognised public sector audit standards, as well as by applying good European practices.
The NAO carries out audits to ensure that the Government and public sector entities are accountable for using and administrating of public funds;
- strengthens responsibility, transparency and integrity by independently auditing activities of public sector organizations and by reporting their findings;
- enables officials that are in charge of public sector governance to fulfill their responsibilities by responding to audit findings, recommendations and by taking appropriate corrective measures;
and
- reports on audit results, thus by giving the public the opportunity to see and monitor the responsibility of the government and of public sector entities .“

2.

Date of authorisation

The Annual Financial Statements for 2017 were authorised by Mr. Imri Semetishti, General Director and Mr. Adem Sylejmani, Chief Financial Officer on 31 January 2018.
3. Basis of Preparation for Financial Statements and accounting conventions
3.1 Base of preparation
Under the Law No. 03/L-048 on Public Financial Management and Accountability amended and supplemented by Law no. 03/L-221, Law no. 04/L-194 and Law no. 03/L-221 and No. 05/L-063
and Law 05/L-007, the National Audit Office is required to prepare and submit Annual Financial Statements (AFS) in compliance with ﬁnancial and reporting requirements of the International
Public Sector Accounting Standard ("IPSAS") in accordance with the cash basis of accounting.
In addition, these ﬁnancial statements include disclosures required under the Financial Rule no. 01/2017 on Annual Reporting of Budget Organizations.
Accounting convention: The ﬁnancial statements are prepared in line with LPFMA by adopting International Public Sector Accounting Standards for financial reporting based on cash basis of
accounting.
3.2 Reporting currency
The NAO’s books and records are maintained in Euro, being the legal currency in the Territory of Republic of Kosova.
3.3. Procurement
Contractual agreements for the purchase of goods and services, including professional services, are entered into on behalf of the NAO, only by authorized ofﬁcials. Purchasing activities, in
addition to entering into contractual agreements, include the invitation to tender, quotations on the basis of detailed Speciﬁcations as set out under the Law on Public Procurement in the Republic
of Kosovo.
3.4. Commitments
Commitments as disclosed in the ﬁnancial statements are recorded when a purchase related to the current budget year is ordered
3.5. Budget
The Final Budget is included in the Kosovo Financial Management Information System and is also published as part of the consolidated ﬁnancial statements of the Government of Kosova.

Note 2.

Wages and Salaries
2017

Description
Net salaries through payroll

GG

Total payments

€ '000

€ '000

€ '000

Comparison
%

2015

GG

GG

€ '000

€ '000

1,476

1,476

1,466

99

1,413

1,349

120

120

120

100

113

106

Pension contribution by employer

84

84

84

100

80

77

Pension contribution by the employee

84

84

84

100

80

77

4

4

4

100

4

4

1,768

1,768

1,757

99

1,690

1,613

Personal Income tax

Trade Union fee
Wages and Salaries
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Note

Final budget

2016
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Note 3. Goods and Services
2017
Final budget

Description
Domestic travel expenses
Per Diems for domestic travelling
Accommodation for domestic travelling
Other domestic travelling expenses
Expenses for abroad travelling
Per Diems for abroad traveling
Accommodation for abroad travelling
Other expenses for abroad travelling
Internet
Mobile telephony expenses
Postal expenses
Educational and training services
Different health services
Different intellectual and advisory services
Other contractual services
Technical services
Membership expenses
Furniture and equipment (less than €1000)
Phones (less than €1000)
Computers (less than €1000)
Hardware for IT <1000
Other equipment <€1000
Office supplies
Supplies of food and beverage
Sanitary supplies
Supplies of apparel
Accommodation
Oil for heating
Fuel for generator
Fuel for vehicles
Registration of vehicles
Insurance of vehicles
Municipal tax
Securing of buildings and other
Maintenance and repair of vehicles
Maintenance of buildings
Maintenance of information technology
Maintenance of furniture and equipment
Rent for buildings
Rent for equipment
Rent for use of other space
Advertisements and competitions
Printing services – non-marketing
Official luncheons
Expenses - court decisions
Debt interest
Goods and Services

GG

DDG

€ '000
9
21
32
2
21
39
24
5
3
27
2
11

€ '000
5
17
28
0
12
36
13
2
2
27
1
11

3.6
3.7

116
89
2

6
14
1

3.8

4
2
31
7
12
16
31
1
16
10
3
11
1
3
0
14
10
20
13
2
145
9
2
6
10
6

1
2
30
4
8
15
12
0

Note

3.1
3.2

3.3
3.3
3.3
3.4
3.5

3.9
3.10
3.11
3.12
3.13

3.14
3.15

3.16
3.17
3.18
3.19

Total
payments

0
7

€ '000

0
1
2
0

45

5

1

8
1
2
0
11
5
15
12
2
141
8
1
5
6
5

0

Compariso
n

€ '000
5
17
28
0
12
37
15
3
2
27
1
11
6
59
1
1
2
30
4
8
15
16
0
1
7
8
1
2
0
11
5
15
12
2
141
8
1
5
6
5

2016

2015

GG

%
57
80
89
26
56
95
64
50
59
100
46
99
5
66
60

GG
€ '000
4
21
27
12
20
13
0
2
16
0
9
0
18
48
1

25
95
96
59
62
92
53
7

4
2
46
11
2
10
21

6
68
76
75
74
48
82
49
75
93
94
97
91
47
79
61
79

1
12
0
4
1
2
0
11
6
16
12
1
126
17
2
1
6

€ '000
2
17
28
0
10
16
11
1
1
21
1
42
75
33
1
2
0
6
6
4
16
18
0
1
8
11
0
6
0
2
0
11
6
12
12
1
154
20
0
1
9
1

2
0
788

476

0
54

530

67

507

564

Notes:
3.1 This amount represents expenses for field audit teams in Municipalities, which are 45km from the Office of NAO. Expenses are higher due to the greater number of
audits covered.
3.2 As a result of review of the decision on Per Diems by the Auditor General, expenses for this category are lower.
3.3 International cooperation is part of our portfolio. Funds spent relate to the participation of NAO employees in workshops and conferences outside the country. Expenses
for this category particularly include NAO’s agenda in becoming a member in professional audit institutions, such as EUROSAI and INTOSAI. The amount of €1337.6 and
€1775.4 as donations of Helvetas Swiss Intercooperation - DEMOS relate to the workshop held in Mavrovo, Macedonia, where the topic of discussion was finalization of the
plan for starting of the audit season 2017/2018.
3.4 The expenses are higher due to the beginning of using the Government contract for telecommunications services, where internet services are also included.
3.5 Expenses for this category are due to the payment of membership fee for auditors in professional associations and for support costs in professional training of auditors.
The lower costs compared to two previous years are due to conclusion of the financing of the audit scheme as a result of its completion by NAO auditors.
3.6 This amount mainly represents expenses for audit of MLGA.
3.7 Expenses increased compared to 2016 are as a result of the engagement of advisers in the project “Support to the AG and the NAO on improvement of institutional
efficiency” - funded by the Swiss Government - Helvetas Swiss Intercooperation/DEMOS.
3.8 This amount represents expenses on furniture for 2017. The difference from the previous year is due to lower amount of requests during 2017.
3.9 This amount represents expenses for purchase of IT equipment, namely 47 computers (laptops).
3.10 The lower costs compared to the previous year are due to the fact that we have not had any new purchases for IT equipment.
3.11 This amount represents expenses for purchase of IT equipment for the needs of NAO.
3.12 This amount represents expenses for purchase of official material, necessary office supplies, and daily newspapers.
3.13 This amount represents expenses that relate to the organizing of the annual conference of NAO, coffee shop expenses, expense for drinking water and an outstanding
liability of 2016 in the amount of €1,700. Expenses for organizing of the annual conference were covered by the project “Support to the AG and the NAO on improvement
of institutional efficiency” - funded by the Swiss Government - Helvetas Swiss Intercooperation/DEMOS. (€4,564).
3.14 During this year there were no great needs for heating oil due to good weather conditions and due to the amount of oil supplied at the end of 2016.
3.15 The higher expenses for this year compared to 2016 are due to an outstanding liability of 2016 in the amount of €1,463 and due to the increase of number of audits
performed by NAO which has affected transportation needs. With the increase of number of audits, the transportation needs have also increased.
3.16 Expenses of this year are higher compared to 2016, as a result of contracting an additional building for the needs of NAO.
3.17 Expenses are lower this year compared to 2016 due the decrease of the monthly rent for photocopy machines for the needs of NAO.
3.18 The higher expenses compared to 2016 are due to expenses incurred for publication of competitions for recruitment of new employees in 2017.
3.19 The higher expenses compared to previous years, are due to increased engagements in regional and international cooperation with sister audit institutions.
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Note 4 : Utilites
2017
Final budget
Description

Note

DDG

€ '000

€ '000

€ '000

2016

2015

Comparison

GG

GG

%

€ '000

€ '000

22

18

18

80

17

21

Water

2

2

2

80

2

1

Waste

2

1

1

66

1

1

PTK-landline

8

7

7

89

5

3

34

28

0

28

82

25

26

2016

2015

GG

DDG

Total
payments

Comparison

GG

GG

€ '000

€ '000

€ '000

%

€ '000

€ '000

Electricity

Utilities

€ '000

GG

Total
payments

Note:
Note 5: Capital Expenditures
2017
Përshkrimi

Final budget
Note

€ '000

Purchase of new central telephony
Software and server for preservation of data

0
5.1

Capital expenditures

13

13

12

12

94

13

12

12

94

13

0

5.1 This amount presents the expense incurred for purchase of software and backup servers. The amount spent for server is €9,690.84, while the amount of
€2,569.60 for the software was spent.
Note 6: Donor Designated Grants
Project
No

Name of the Project

World Bank

94134

Building of professional capacities in the audit of procurement
systems

Embassy of the United Kingdom

94436

Adviser to the Acting Auditor General to finalise the 20142015 audit season and plan the next 2015-2016 audit season

10

Embassy of the United Kingdom

94436

Adviser for Regularity Audit Division

6

Norwegian Embassy

95738

Adviser to the Acting Auditor General to finalise the 20142015 audit season and plan the next 2015-2016 audit season

10

European Union

94952

Project on financial support to the NAO’s eighth annual
conference

Swiss Government

92003

The project “Supporting AG and NAO for improving
institutional efficiency"

World Bank

94138

The project "Building of professional capacities in the audit of
procurement systems"

Name of the Donor

Total:

2017

2016

2015

€ '000

€ '000

€ '000

12

64

10
46

42

46

64

90

Note 7: Other revenues
Revenues from regularity audit of the project “Support to improve drafting (development) of policies in Kosovo” under the contract dated 10.02.2017 entered into
between SIDA and the National Audit Office (NAO) of the Republic of Kosovo in the amount of €2,415, were transferred to the Kosovo Budget.
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Article 14.6
Disclosure of initial and final budget appropriations

Initial Budget
Appropriation
(Law on
Budget)
Category of
Appropriations

Amendments as
per Article
29,Law no.03/L048

€ '000
a

Note

Adjustments authorised by the LPFMA
Ammendments
as per Article
Differences in
30, Law
other financing
no.03/L-048
sources

€ '000
b

€ '000
c

€ '000
e

Differences in
Donor
Designated
Grants

Final Budget
Appropriations
(KFMIS)

Differences of
initial budget

€ '000

€ '000
f

€ '000
(f-a)/f

46

46

100%

46

46

100.0%

Hyrjet
Donor Designated Grants

14.6.1

Other revenues

14.6.2

2
2

Outflow (budget)
Wages and Salaries

1,768

0

1,768

0%

Goods and Services
Utilities

14.6.3

551
34

49

-33

221
0

788
34

43%
0%

Capital Expenditures
Others
Total

14.6.4

45

-30

-2

13

-71%

2,398

19

-35

0
0
221

2,603

8.6%

0

Note:
14.6.1 The amount of grants for 2017 includes the amount of €45,700.
14.6.2 See explanatory Note 7
“14.6.3 Under the Law No.05/L-125, for the Budget of the Republic of Kosovo for 2017, the budget allocation in the amount of €551,289 was approved for the category of Goods
and Services . Under the Law no.06/L-002 for amendment and supplement of the Law No. 05/L-125 on the Budget of the Republic of Kosovo for 2017, an additional amount of
€49,000 was allocated to the NAO, while the Government of Kosovo through Decision No. 10/19 dated 15.12.2017, on behalf of savings reduced the amount of €24,855 from the
NAO. In addition, with the Government Decision No. 01/21 dated 22.12.2017 for savings and budgetary appropriations, as well as for transfers and allocations of budget
organizations for 2017, was reduced from the NAO an additional amount of € 8,128.31.
While, in the Designated Donor Grants is included the allocated amount of €164,930 from the Government of Kosovo for implementation of the project “Strengthening of capacities
within the National Audit Office in procurement audit”, which will be reimbursed by the World Bank under the agreement. In this amount are included funds for the project “Support
to the AG and NAO on improvement of institutional efficiency” – financed by the Swiss Government - Helvetas Swiss Intercooperation / DEMOS in the amount of €45,700 allocated
in 2017, as well as the amount of €10,540 carried forward from 2016.“
14.6.4 Under the Law no. 05/L-125, for the Budget of the Republic of Kosovo for 2017, the budget allocation in the amount of €45,000 was approved for the category of Capital
Expenditures. Under the decision of the Government of Kosovo No.08/15-dated 02.08.2017, the request of the Minister of Finance to reduce allocated funds was approved. While
for the NAO this decision has resulted in reduction of €30,000 for two capital projects (purchase of software for audit support in the amount of €25,000 and server for strengthening
of IT infrastructure in NAO in the amount of €5,000). In addition, under the Government Decision no. 10/19, dated 15.12.2017 on behalf of savings and budget appropriations, as
well as for transfers and allocations of budget organizations for 2017, to the amount of €2,000 from the capital project (server and software for storing back-ups)was reduced from
NAO. This reduction has been considered by the NAO as savings of 2017.
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Article 17 Report on outstanding (invoices) liabilities
2017
Ekon. Code Economic Category
11

Wages and Salaries

13

Goods and Services

14

Utilities

20

Transfers and Subsidies

30

2016

2015

€ '000

€ '000

€ '000

14

11

6

3

3

2

17

14

8

Capital Expenditures
Total

Invoice details
2017
Date of
invoice

€

Number of invoice

Payment
deadline

Ekon.
Code

Supplier

Description

12/5/2017

17-210001-1299

30 days

14210

"Zëri"

Competition and
cancellation of
competition

Expired the commitment deadline

12/15/2017

17-210001-1344

30 dite

14210

"Zëri"

Cancellation of
competition

Expired the commitment deadline

42.00

12/15/2017

17-210001-1343

30 days

14210

"Zëri"

Competition

Expired the commitment deadline

154.00

12/12/2017

1336/17

30 days

14210

"Kosova Sot"

Publication

Expired the commitment deadline

160.00

12/19/2017

1384/17

30 days

14210

"Kosova Sot"

Publication

Expired the commitment deadline

40.00

12/15/2017

1151/2017

30 days

13610

"Rhum Caffe"

Daily newspaperNovember

Expired the commitment deadline

56.60

28

30 days

14010

A.L."AUDI"

Carwash-December

Invoice was received in 2018

88.00

Invoice was received in 2018

417.79
572.81

1/5/2018

Reason for not paying

196.00

1/12/2018

R13695

30 days

13953

"Delta Security"

Physical security of
the buildingDecember

1/12/2018

FDT17-8-006084

30 days

13780

"Hib Petroll"

December

Invoice was received in 2018

1/12/2018

550001841-1815

30 days

13310

"VALA"

Internet- December

Invoice was received in 2018

594.81

Invoice was received in 2018

2,660.55
1,121.60

161101068729-1812

30 days

13320

"VALA"

Mobile TelephonyDecember

1/15/2018

K00016

30 days

14020

"MSS"

Maintenance of
building-December

Invoice was received in 2018

1/15/2018

1262/2017

30 days

13610

"Rhum Caffe"

Daily newspaperDecember

Invoice was received in 2018

58.80

1/16/2018

12439

30 days

13140

"Altavia Travel"

Ticket-London

Invoice was received in 2018

678.00

1/16/2018

12595

30 days

13140

"Altavia Travel"

Ticket-Turkey

Invoice was received in 2018

650.60

1/17/2018

Sh2570-2017

30 days

14130

"Rikon"

Rent for photocopyDecember

Invoice was received in 2018

696.20

1/19/2018

17-210-010-2050

30 days

14010

"AGS"

Maintenance of
vehicles

Invoice was received in 2018

10.17

1/19/2018

17-210-010-2052

30 days

14010

"AGS"

Maintenance of
vehicles

Invoice was received in 2018

55.95

1/24/2018

12/2017

30 days

13330

"PTK"

Postal services

Invoice was received in 2018

116.40

1/23/2018

45/2018

30 days

13610

Office of the
Prime Minister

Official newspaper

Invoice was received in 2018

14.00

Invoice was received in 2018

505.32

Invoice was received in 2018

1/12/2018

1/23/2018

s1171

1/5/2018 Specification (361-367)

30 days

13953

"Delta security"

Physical security of
the building, from
15.12.2017-31.12.2017

30 days

13620

"Euro Grill"

Coffee shop (drinks)

11/17/2017

FDT17-8-004798

30 days

13780

"Hib Petroll"

October & November
- Fuel for vehicles

11/15/2017

FDT17-8-004796

30 days

13770

"Hib Petroll"
Hotel "Shkelqimi
"

9/22/2017 15/9/2017,20/9/2017

10/17/2017

11/20/2017

27613

12/7/2017

30 days

Fuel for generator
Akomodim
Vlora Mehmeti-Per
Diem and
accommodation
expenses for Tirana

30 days

13141

30 days

13132

Hotel "Jehona"

Accommodation for
auditors

30 days

13130

Bujar Sejdiu

Domestic travel
expenses

133.90

1,297.15
"Were recorded as expenses, while the
certification of the case of date 27.11.2017,
16.10.2017,
24.11.2017, the system has not saved the
document”

82.61
180.00

247.66

The supplier has changed the account number.
The expense was recorded in the inactive
account

720.00

Compensation for fuel expenses - Junik

42.00

Compensation for fuel expenses - Junik

152.40

12/7/2017

30 days

13130

Ilir Abazi

Domestic travel
expenses

12/11/2017

30 days

13130

Fetah Osmani

Domestic travel
expenses

Compensation for fuel expenses - Hani I Elezit

48.00

12/16/2017

30 days

13141

Fitim Haliti

Per Diems outside the
country

Compensation for Per Diem - for Tirana: 13-16
December

252.26

12/11/2017

30 days

13141

Naser Arllati

Per Diems outside the
country

Compensation for Per Diem - for Tirana: 11
December 2017

65.00

12/11/2017

30 days

13141

Riza Spanca

Per Diems outside the
country

Compensation for Per Diem - for Tirana: 11
December 2017

65.00

Compensation for Per Diem - for Tirana: 11
December 2017

65.00

12/11/2017

30 days

13141

Xhevat Krasniqi

Per Diems outside the
country

12/21/2017

30 days

13141

Arvita Zyferi

Per Diems outside the
country

12/21/2017

30 days

13141

Armin Bushati

Per Diems outside the
country

12/21/2017

30 days

13141

Emine Fazliu

Per Diems outside the
country

12/21/2017

30 days

13141

Valbon Bytyqi

Per Diems outside the
country

12/21/2017

30 days

13141

Vlora Mehmeti

Per Diems outside the
country

12/25/2017

30 days

Dren Zeka

Per Diems outside the
country

30 days

"Blendi"

Performance report

12/22/2017

17-210-001-3764

60.56
For official traveling to Sweden from 17-21
December 2017 - advances received were
insufficient to cover all expenses that they were
entitled under the Administrative Instruction
2004/07 on Official Travel Abroad.

107.56
107.56
60.56
60.56

Compensation of funds for official travelling to
Turkey 21-25 December was insufficient
The committee has concluded that binding of
reports was not in line with requirements of
NAO
Total

191.55

992.75
13,821.68

12/29/2017

DPR-90048589

30 days

13210

"KESCO"

Electricity-December

Expired the commitment deadline

12/29/2017

DPR-90048588

30 days

13210

"KESCO"

Electricity-December

Expired the commitment deadline

66.66

DPR-16303

30 days

13210

"KESCO"

Electricity-December

Expired the commitment deadline

1,233.04

1/3/2018

3283

30 days

13220

RWC "Prishtina"

Water-December

1/3/2018

67638

30 days

13220

RWC "Prishtina"

Water-July-December

Was recorded as expense, while the
certification of case with date 6.12.2017, the
system has not saved the document

204.23

1/3/2018

3282

30 days

13220

RWC "Prishtina"

Uji-dhjetor

Was recorded as expense, while the
certification of case with date 5.12.2017, the
system has not saved the document

299.57

Invoice was received in 2018

627.64

Invoice was received in 2018

1/9/2018

12/1/2018

550001841/1815

30 days

13250

"VALA"

Landline telephonyDecember

12/1/2018

ft-180135407582835407

30 days

13230

RC-"Pastrimi"

Waste-December

Invoice was received in 2018

Total :
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Amount

125.92

35.31

94.68
2,687.05
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Article 18 Contingent Liabilities
2017
Nature of Contingent Liabilities

Reason for liability

€ '000

2016

2015

€ '000

€ '000

Rent

18.1

10

10

10

Salaries

18.2

13

13

11

Fulfilment of contract

18.3

6

6

29

29

Total

21

Note:
18.1 The amount presented is an estimate of possible compensation for repairs in our former office that may be asked by the owner according to the lawsuit.
18.2. The amount presented is an estimate of the eventual compensation for salary.
18.3. The amount represents the present value of contract signed for the supply of stationeries.

Article 19 Report on non-financial assets
19.3.1) Capital assets (value over €1,000)
Classification of assets

Net value - 2017
Note

Vehicles
IT equipment
Software
Other assets
Intangible Fixed Assets
Land-line phones

Net value - 2016

Net value - 2015

€ '000

€ '000

€ '000

11
9
12
2
10
11

15
0
18
3
9
12

1
23
4
12

19.3.1.1

19.3.1.2

Total

55

57

40

Note:
This amount presents net value of the server purchased in 2017;
19.3.1.2 In this amount is also included the net value of Intangible Fixed Assets, purchased in 2017.

Net value
2017

19.3.2) Capital Assets (value under €1000)
Note

Net value
2016

Net value
2015

€ '000

€ '000

€ '000

111
111

106
106

76
76

Assets under €1000
19.3.2.1
Total
Note:16b.1

19.3.2.1 New purchases in 2017 arrive at €45,783. (47 Laptops, inventory, 5 telephones, 5 projectors). The amount of €40,640 is depreciation for 2017
Historical value
2017

19.3.3 Stocks
Note

Historical value
2016

Historical value
2015

€ '000

€ '000

€ '000

14

17

14

6

7

1

20

24

15

Classification of assets
Consumbles
Fuel for central heating and generator
Total:

Article 24 Report on unspent donor funds
Revenues carried forward from donations

2017
Note

€ '000

24.1

11

2016

2015

€ '000

€ '000

4

Revenues from donations in this year

46

64

62

Total available for allocation in the current year

57

64

66

The amount spent in the current year

54

41

63

The amount of returned funds
The amount to be carried forward

12
24.2

3

11

4

Note:
Note 24.1
Here is included the amount of €10,540 carried forward from 2016 of the project Helvetas Swiss Intercooperation – DEMOS
Note 24.2
Here is included the amount of €2,804.14 remaining from the completed project with Helvetas Swiss Intercooperation – DEMOS
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Report on the number of employees according to the payroll list

Department
TOTAL
Staff (Auditors & Support)

No of employees
as per Law on
Actual number of employees
Budget 05/L-125
in the end of 2017
Full time
Part time
160
159
0
160
159
0

Actual number of employees
in the end of 2016
Full time
Part time
153
0
153
0

Actual number of employees
in the end of 2015
Full time
Part time
150
0
150
0

Explanatory Notes:

*The number of employees at the beginning of 2017 was 153.
**The number of employees at the end of 2017 was 159.

Article 26. Report on the number of employees outside the payroll

Department
TOTAL
Staff (Auditors & Support)

Actual number of employees Actual number of employees Actual number of employees
in the end of 2017
in the end of 2016
in the end of 2015
Full time
Part time
Full time
Part time
Full time
Part time
0
0
0
0
0
0

Explanatory Note:
During 2017, through the support of the project Helvetas Swiss Intercooperation - DEMOS, the NAO engaged one expert of performance audit and
three auditors to assist the Auditor General in completing the audit mission in relevant fields.

Article 27. Report on the number of employees under special service contracts

Department

Actual number of employees
in the end of 2017
Full time

Actual number of employees
in the end of 2016

Part time

Full time

Actual number of employees
in the end of 2015

Part time

Full time

Part time

TOTAL

4

0

12

0

10

0

Staff (Auditors & Support)

4

0

12

0

10

0

Explanatory note:
In 2017 the NAO had four employees with special service contracts (temporary translators) which were engaged during the period when audit
reports were being prepared (April-July of 2017)
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The Report on actions taken and proposed regarding the findings and recommendations of the Independent Auditor (Article 28)
AFS 2016 of NAO have been audited by a private audit firm Grant Thornton (appointed by the Assembly of Kosovo), where an unqualified opinion was given.
Recommendations on some of FMC shortcomings were given in the Management Letter, which were presented below.
No.

Recommendation or finding

Action undertaken or proposed

Implementation timeframe

A number of measures have been taken
to eliminate these deficiencies so that
Finalized
they are conform to applicable
regulations.

Effect

1

During the audit of HR was identified that
personnel files are not maintained as required
under the Regulation No. 03/2011 on Files and
Central Registry of Civil Servants.

2

The recommendation given was taken
During the audit has been identified an invoice that into consideration even though the
was current year’s liability but that was not
payment was carried out in accordance Finalized
presented in Note 15 - “Disclosure of Liabilities”.
with the Administrative Instruction on
10.01.2017.

3

During the audit were identified several cases
where contracts were not stamped by the
contracting authority as required under the law.
No. 04/L042. In addition, during the audit were
identified three cases where the invoices for
expenditures incurred by the Organization were
not protocoled and recorded in the book of invoices
as required under the Article 24 of the Financial
Rule No.01/2013MF – Public funds expenditure.

The recommendation given was taken
into consideration and fully
implemented as of the beginning of
2017.

Finalized

Better administrative
handling

4

“During the audit was identified that none of
procurement agreements were stamped by the
The recommendation given was taken
National Audit Office (as a Contracting Authority),
into consideration and fully
while there were only signatures.
implemented at the end of 2016.
In two cases in the procurement files we have not
found the document for contract notice.

Finalized

Better administrative
handling

5

“During the audit was identified that fuel was not
presented on the list, and there is no report on
measurement of the quantity of fuel for central
heating and generator, furthermore, the counting of
inventory at the end of the year was not reconciled
with the list of inventory.

Adequate management of
personnel

Counting of the quantity was included
in the assets report, but this report was
not requested by auditors during the
Finalized
audit, and they could not have seen the
quantity of inventoried fuel.
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