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I.  Executive Summary  
 

The Office of the Auditor General (OAG) has performed an audit of the Financial 
Statements of the Assembly of Republic of Kosova ( hereinafter Assembly ), for the year 
ended 31st of December 2009. 

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

 
In our opinion, the Financial Statements, in all material aspects, presents a true  and fair 
view of the financial position for the year ending on 31 December 2009  in accordance with 
International Public Sector Accounting Standards (IPSAS) for “Financial Reporting under 
the Cash Basis of Accounting”. (ISSAI 400 Unqualified Opinion) 

 
Despite proper financial reporting, we have identified specific weaknesses in financial 
management and controls, which do not have a material impact on the quality and reliability 
of data disclosed in the Financial Statements.  

 
Key weaknesses identified are as follows: 

 

• Weak budget planning on Capital Investments and re-designation of funds in other 
projects; 

 

• Incomplete disclosure of non-financial assets in the Financial Statements;  
 

• Payments not executed as unforeseen in conditions set by the Contract in particular 
with capital projects and lack of proper supervision of projects;  

 

• Procurement carried out mainly in the end of the year was followed by weaknesses 
and delays in the implementation of the contracts under the dynamic plan; 

 

• Despite improvements, asset management still needs to be adequately completed 
and presented;  

 

• Insufficient control over the execution of payments in the end of the year; and 
 

• Internal audit did not perform audit of high-risk areas such as Procurement and 
Asset Management for the period of year 2009.            

 

Based on our findings, we recommend the Management of the Assembly to undertake 
necessary activities for the purpose of strengthening internal controls and improving 
financial management at the same time.  

 



 

 
THE OFFICE OF THE AUDITOR GENERAL*Str. Gazmend Zajmi no. 59,10000 Prishtina,  Kosova 

Tel.: +381(0) 38 2535 121 - FAX: +381(0) 38 2535 219 
                                                                                            

5 
 

 

The Management of Assembly has been given the possibility to give comments on a draft 
of this report. A number of subsequently changes have been made in this report. 

 

Outstanding questions where we as auditors and the audited body still have different views 
are to be found in Annex 2.  

 

The Management has committed themselves to make every effort to address the 
recommendations given.  

 
II. Introduction 

 
The Office of the Auditor General (OAG) is responsible for carrying out annual regularity 
audits of the Public Institutions of Kosova. 

 
It is the responsibility of the Assembly of Republic of Kosova to prepare Financial 
Statements in accordance with the International Public Sector Accounting Standards 
(IPSAS) for “Financial Reporting under the Cash Basis of Accounting”, in compliance with 
Administrative Instruction 20/2009, and to present it on time. 

 
III. Audit Objective and Scope 

 
This audit of the Assembly  relates to the Financial Statements for the year ended 31st of 
December 2009.  

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

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

financial affairs for the audit period; 
 

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

 

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

• All matters arising from or relating to the audit. 
 

IV. Audit Approach  
 

Our audit approach has developed this year.  We have adopted a new manual for our 
regularity audit better conforming to the internationally recognized auditing standards.  

 

Our audit approach is focused under four main areas: 
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• Understanding the Entity – gaining a full understanding of the entity, including the 
operation of the framework of authorities and of key systems, in order to gain an 
understanding of the key issues which may have an impact on the financial 
statements;  

 

• Identification of Risk – by gaining an understanding of the entity and from the 
results of previous audits, we identify risks that could lead to material misstatement 
in the financial statements or non-compliance with legislation;  

 

• Internal Management Controls – where risks are identified, we look to identify the 
management and monitoring controls in place which may mitigate against those 
risks; and 

 

• Use of Substantive and Analytical Procedures – to provide the required audit 
assurance with particular attention to areas where weaknesses in controls have been 
identified.   

 
We are required to obtain an understanding of internal control sufficient to assess the risk of 
material misstatement.  In line with this requirement and our work under the internal 
management controls heading indicated above, we document the management and 
monitoring controls to help us inform our judgement of the risks of material misstatement. 

 
We plan and perform our audit to be able to provide reasonable assurance. We apply 
materiality to help us plan our audit and evaluate our audit findings.  In general terms (as set 
out in auditing standards) we consider that a matter is material if its non-disclosure, 
misstatement, inclusion or omission would be likely to distort the overall view given by the 
financial statements to their intended users. 

 
Under our revised audit approach we undertook an interim audit during the year. Interim 
audit should be understood as an audit starting already during the financial year under audit 
with the aim to give recommendations on how: 

 
• the Annual Financial Statement should be addressed; and 
• How financial management issues can be addressed during the current year. 

 

This year we reported our conclusions and recommendations from interim audits in audit 
memos in January 2010. 

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

 
1. Reviewed the Assembly Financial Statements against the approved budget for 2009; 
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2. Determined whether the Assembly Financial Statements were prepared in 
accordance with IPSAS “Financial Reporting under the Cash Basis of 
Accounting”; 

 

3. Established materiality levels of the Assembly as a threshold for assisting in 
determining the type of opinion to render on the financial statements; 

 

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

 

5. Undertaken extensive substantive testing of financial transactions; 
 

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

 

7. Assessed the quality of work of the Assembly Internal Audit Unit. 
In this report we summarise this year audit and give formal opinion over the Annual 
Financial Statements 2009.  

 

In regard to our audit opinion for the Assembly Financial Statements, the international 
standards set out specific criteria that govern the type of opinion that can be rendered. These 
are set out more fully in Appendix 1. 

V. Audit Opinion 
 

         In our opinion, the Financial Statements, in all material aspects, presents a true  and fair 
view of the financial position for the year ending on 31 December 2009  in accordance with 
International Public Sector Accounting Standards (IPSAS) for “Financial Reporting under 
the Cash Basis of Accounting”. (ISSAI 400 Unqualified Opinion) 

 
VI. Status of Prior Years Recommendations    

 

Our audit report for the Financial Statements 2008 resulted with eight recommendations, 
related to the improvement of financial management of the Assambly. We have noticed 
that: 

•    Five recommendations are fully addressed; 
•   Two recommendations are partially addressed; and 
•   One recommendation is not addressed at all. 

 
The recommendation which is not addressed is:  

 

A detailed analysis shall be made for each budget planning according to the budgetary lines 
and specific values in a way that budget expenditures are in compliance with the real budget 
planning. Planning for the budget needs should be improved, as well as the monitoring. 
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VII. Key Audit Findings and Recommendations  

VII.1 Financial Outcome compared to Approved Budget 
 

An analysis of the Outcome in the Financial Statements against the Approved Budgets 
shows: 

Table: Overview of budgets and spending  

  

 
Original      
Budget  
2009 

 
Reviewed    
Budget 
2009 

 
Final 
Budget 
2009 

 
Execution 
 2009 
 

 
Execution 
2008 
 

 
Execution 
2007 

General Fund 
     

9,244,727  
   

9,622,421  9,622,421 8,225,942 8,836,532 7,035,313 

Own source revenues  0 0 0 0 0 0 
       
       

 
Total: 9,244,727 9,622,421 9,622,421 8,225,942 8,836,532 7,035,313 
       

Wages and Salaries 
       

4,253,585  
     

4,300,279  
    
4,299,379  3,854,652 4,063,062 2,826,351 

Goods and Services 
       

1,230,359  
     

1,287,859  
    
1,281,559  1,130,254 1,134,360 908,624 

Utilities 
          

161,000  
        

164,500   221,200 
         

220,100  
        

150,091  173,546 

Subsidies and Transfers 
       

1,901,783  
     

1,911,783  
    
1,911,783  1,896,448 1,903,577 1,910,486 

Capital Investments 
       

1,698,000  
     

1,958,500  
    
1,908,500  1,124,488 420,027 206,727 

Total expenditures  9,244,727 9,622,421 9,622,421 8,225,942 7,671,117 6,025,734 

 
The columns related to the original budget, reviewed budget, and final budget represents 
budget appropriations for financial year 2009 from Kosova Budget Fund.  

 

Under the mid-year Budget Review,  the budget of the Assembly has been increased for 
€377,695. This increase in the amount of €181,000 is due to the establishment of the 
Kosovo Council for Cultural Heritage within the Assembly under the same budget; the 
budget has been increased in other programs as well. 

 

Under the mid-year budget review, the budget for Capital Expenditures was also increased 
in the amount of €260,000 for Subsidies and Transfers €10,000, for Utilities €3,500, for 
Goods and Services increased to €57,500 and for Wages and Salaries €46,695. 
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Expenditures incurred in 2009 were around €8,225,942, or around 85% of the final budget. 
Incomplete execution of the budget occurred either due to inadequate budgeting or due to 
failure of implementing the capital projects in a timely fashion.   

 

Expenditures on Wages and Salaries were around 90% of the final budget. Allowances are 
indicated  for all the staff of the Assembly at the end of the year in the amount of €260,000. 
 

Expenditures on Goods and Services incurred for about 88% of the final budget, then 
expenditures on Subsidies and Transfers incurred for about 99% of the final budget.  

 

Capital expenditures incurred for about 59% of the budget where we witness improvements 
from 2008 when the execution was 28%. These expenditures are executed 87% in the last 
quarter of the year. 
 
The budget for capital expenditures has changed and re-designation of funds occurred from 
one project to other because of failure to implement the project Villa Germija.  

 
Conclusion 

 

The Assembly did not achieve to execute the budget his planned particularly Capital 
Projects, frequent re-allocation of funds in all economic categories, and the change of the 
projects planned,indicates this. 

VII. 2 Financial Statements 
 

VII.2.1 Information Quality 
 

Public sector financial statements shall provide information to assist decision making and 
provide evidence for the organization responsibilities, its resources and transparency in 
spending public money (IPSAS 1). 

 
Findings 

 
We have analyzed whether the growth of non-financial assets from 2008 to 2009 is in 
compliance with the value of purchased assets during 2009. 
 
We found that the growth presented within FS is not in compliance with the value of assets 
purchased in 2009. The increase of non-financial assets based on FS from 2008 to 2009 is 
€2,249,455 while, purchased assets with the value over €1,000 in this year were €1,065,647. 

 
The reason for this difference is because the assets not registered in the previous years in 
the accounting register were registered in 2009. 
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Conclusion  
 

It is evident that only in 2009 the Assembly has  recorded in the accounting register the 
assets purchased in the previous years. This development is encouraging, but non-disclosure 
of this difference can cause confusion and uncertainty to the reader of FS  
when it comes to non-financial assets. 
 
Except for the non-disclosure of such difference in the non-financial assets, we assess that 
the information presented in the financial statements are properly completed according to 
cash basis of accounting. 

 
 
Recommendation  1 
 

We recommend the Permanent  Secretary to: 
� Continue with the proper and timely registration of all non-financial assets in    the 
accounting register and present them fully within FS; and 
� Insure consistency of reporting between the FS of the current year with the ones of 

previous years by disclosing important differences in years.  
  

 
VII.2.2  Compliance regarding the external reporting 

 
The Assembly have prepared the Financial Statements in line with the requirements of AI 
20/2009 on Annual Reporting of Budget Organizations. Financial Statements are signed by 
the responsible (authorised) persons and submitted to the MFE / Treasury in due time.  

 

VII.3  Budget Execution  
 

VII.3.1 Expenditure Management  
 

VII.3.1.1 Wages and Salaries 
 

Assembly Budget for Wages and Salaries in 2009 was €4,299,380. The expenditures for 
this category are €3,854,652.00 or 89.66% of the budget. The amount of €220,000 from  
the category of Wages and Salaries is transferred to Capital Projects. 
 
Findings: 

 

We have reviewed whether the salaries and allowances received by political and 
administrative staff of the Assembly are paid through the payroll as requirement by 
“Financial Regulations and Treasury Guidance 02 - Expenditure of public money.” 
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We made researches whether the amount of the funds for work at the height of a monthly 
payment to all staff of the Assembly on behalf of the allowance had any other legal support 
besides the decision of the Presidency of the Parliament no. 03-V-244 of date 11 December 
2009. 

 

� We found that in 2009 salaries are paid through payroll while, the allowances (for 
the committees of the parliamentary groups, parliamentary hearings, civil staff, daily 
allowances) are not paid through the payroll, but directly from the POO from Free- 
Balance sistem; 

� We have not found any other legal support for this payment besides the decision of 
the Presidency and the rationale given for the additional payment is not supported by 
any proves for additional work performed; 

� The funds for allowances were committed on 18 December 2009 after the deadline 
for the commitment of funds for Wages and Salaries which, according to 
AI.no.15/2009, is the 9th of December 2009; 

 

Conclusion  
 

Since the beginning of 2010 the Assembly has managed to address the issue of allowances  
as it should be addressed, which is through the payroll system. 
 

Processing the allowances for all the staff at the end of the year deviating from formal 
procedures can be understood as overcoming of the applicable regulatory framework from 
its own legislators. This may serve as a wrong model of management by encouraging other  
actors of public sector to perform similar operations. 
 

 
VII.3.1.2 Goods and Services  

 
The expenditures for the Goods and Services in 2009 were €1,130,254. From this  amount 
we tested the expenditures in amount of €194,244 or 17 % of the total value. 

 
Vehicle Maintenance Expenditures 

 
Kosova Assembly during the year 2009 spent €28,526 for the maintenance of vehicles. 
From this amount the Assembly Administration spent €17,275 on maintenance, while  
the Independent Oversight Board spent €11,250. 
 

 
Recommendation 2    
 

We recommend the Permanent  Secretary to ensure: 

� Good practices in managing the salaries within the existing framework leading to 
good examples that should be followed by all other organizations  
of public sector. 
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Our testing was focused on whether the invoices for the maintenance of vehicles contained 
the prices, if the description is same, and if all items invoiced exist in the  
technical specification (contract). 
 
There were cases when the description of vehicle parts in the invoice does not match the 
description in the Technical Specifications, we encountered cases where prices in the 
invoice were not in compliance with specifications. 

 
Landline Telephone Expenses 
 
The expenditures of landline telephone for the year 2009 were €52,390. 

 

We have tested whether the decision for the expenditures on landline phones is adhered to 
and if the prohibitions are applied if the telephone expenses exceed the amount allowed.     

 

Our tests included 2 months and we have found cases that limits of spending for phone calls 
was exceeded but afterwards every employee was forbidden to exceed that limit.  

 

Conclusion: 
 

Differences in the description (naming) of items between the invoices and specifications 
cause uncertainties and unable internal controls to identify and prevent if the prices and 
items invoiced are the same with the technical specifications. 
 

 
Recommendation 3 
 
We recommend the Permanent  Secretary to ensure: 
� That internal control is strengthened prior to the execution of payments so that the 

control can verify and  prevent invoices that do not comply with the Technical 
Specifications of the Contract. 
 

 
VII.3.1.3   Capital Investments  

 

Assambly expenditures for capital investments were in a value of €1,124,488 or 58% of the 
planned amount.  

 

Findings:  
 

Payments not executed according to the conditions set by the contract  
 

We tested whether the payments are made in accordance with the conditions of the contract. 
 

We found that notwithstanding that the contract was for execution of works, “Renovation of 
sanitary joints”, one week after signing the contract, the EO was paid about 70% of the total 
value of the contract, while the work was not carried 
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out on that percentage, but only the material was accepted. 
  

While testing the shipment invoice the amount of material ordered and the material 
delivered do not fully comply with the Technical Specifications. 
The value of the material delivered did not cover the value of the payment.  
 

The same happened with the first payment of contract“ Replacement of doors and 
Windows” in the amount of €326,054. In this case the value of the payment does not match 
the value of the work performed. The EO has performed the work for the part concerning 
windows until this time and amount of executed work was in the amount of €164,388. 
According to the Acceptance Committee the doors were brought to the Assembly but  
they were not mounted. 
 

The reason given for such payments was to avoid budget under spending and the possible  
accepted version was to receive the material in the workplace. 
 
Improper supervision of capital projects  

 

Supervisory body for capital projects has been contracted with delays since the payments 
with a larger value were already executed. 
Payments for the larger value of capital projects were executed without the supervisory 
body report. 

 

Delays in implementation of contracts under the dynamic plan 
 

We tested whether the works are carried out according to the terms outlined in the dynamic 
plan. 
 

At the capital projects for work there were delays in fulfilling the contract compared to the 
dynamic plan that ranges from 4 to 5 months. 
 

Such delays were when the dynamic plan was as a sub-criterion with 20% of points, the  
fulfilment of which made the EO to win the contract. 
 

Except for the Contract “Changing of doors and windows”, for which we were provided 
evidence, together with comments, that penalties were applied for delays in execution of 
works, the Assembly did not apply penalties based on the contract.   

 
The justification of the project coordinator was that these delays occurred because the EO 
had to work during weekends and at night but this justification is given after final 
acceptance of works not at the time when this term has expired. 

 

The following examples are the contracts given that are not fulfilled under the dynamic 
plan: 

 

•••• The Contract for the Renovation of Sanitary Joints; and 
•••• The Contract for the Instalment of Elevator. 
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Conclusion: 
 

There were serious shortcomings at the management of expenditures for capital projects 
starting from the initial phase to the execution of payments for these contracts. 
 
As a result, payments were executed before the work was carried out; execution of works 
was delayed for a very long time; and the quality of work is not in the level for which they  
were paid due to the lack of adequate supervision of works.  
 

 
Recommendation  4 
 

We recommend the Permanent  Secretary to ensure: 
� Execute payments for capital projects in accordance with the terms of the contract, 

for the works executed and not for the material received; 
� Plan, implement, and monitor capital projects at appropriate time of the year by 

not risking the under spending of funds; and 
� Continue to apply penalties for the delays in execution of the works under the 

contract. 
 

 
VII.4  Procurement Management  

 

Procurement process is developed for the purpose of efficiency and cost-benefiting of 
public expenditures, to increase the quality of public services, to help reduce cost,  
increase economic development and broaden competition. 
 

Assembly has prepared a Procurement Plan for 2009 projects to be developed during  this 
year, but the plan has undergone many changes from the original. 
 

From the expenditures made through procurement procedures, the largest payments, around 
58% of overall expenditures, are made during December 2009.  
 

In the chart below it is clearly presented how the payment process went for the procured 
expenditures.  



THE OFFICE OF THE AUDITOR GENERAL

 
Figure 1 indicates the payments made for the expenditur
procedures in 2009 

 
Sub-criteria set   

 

We reviewed whether during use of the most economically advantageous criteria; the sub
criteria used by the CA were in compliance with LPP and the real needs of each 
contract  separately. 
 

As a sub-criteria the reference number (10%) are applied when it is very well known 
that the references are the eligibility requirements.
 

The supply of computers, the deadline for the delivery was treated as an over
criterion with (20% of points) for evaluation of the bids. 

 

We have not found any circumstances indicating urgent need for their acceptance. As a 
result of sub-criteria (the deadline of delivery) the winner was the EO with the higher price 
instead of the EO with the lower price
 

Weaknesses identified in the development of the procurement process
 

• Many projects were not planned or changes occurred after the project was planned.
• CA has always received the security of performance after the

contract up to three months and in some cases even after the completion of the 
contract (receipt of goods).

• The economic operators were not always informed about their elimination. 
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Figure 1 indicates the payments made for the expenditures made through procurement

We reviewed whether during use of the most economically advantageous criteria; the sub
criteria used by the CA were in compliance with LPP and the real needs of each 

criteria the reference number (10%) are applied when it is very well known 
that the references are the eligibility requirements. 

The supply of computers, the deadline for the delivery was treated as an over
points) for evaluation of the bids.  

We have not found any circumstances indicating urgent need for their acceptance. As a 
criteria (the deadline of delivery) the winner was the EO with the higher price 

instead of the EO with the lower price with the difference in the amount of 

Weaknesses identified in the development of the procurement process

Many projects were not planned or changes occurred after the project was planned.
CA has always received the security of performance after the
contract up to three months and in some cases even after the completion of the 
contract (receipt of goods). 
The economic operators were not always informed about their elimination. 
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es made through procurement 

We reviewed whether during use of the most economically advantageous criteria; the sub-
criteria used by the CA were in compliance with LPP and the real needs of each  

criteria the reference number (10%) are applied when it is very well known  

The supply of computers, the deadline for the delivery was treated as an over-weighted sub-

We have not found any circumstances indicating urgent need for their acceptance. As a 
criteria (the deadline of delivery) the winner was the EO with the higher price 

ith the difference in the amount of €2,763. 

Weaknesses identified in the development of the procurement process 

Many projects were not planned or changes occurred after the project was planned. 
CA has always received the security of performance after the signing of the 
contract up to three months and in some cases even after the completion of the 

The economic operators were not always informed about their elimination.  

Series1



 

 
THE OFFICE OF THE AUDITOR GENERAL*Str. Gazmend Zajmi no. 59,10000 Prishtina,  Kosova 

Tel.: +381(0) 38 2535 121 - FAX: +381(0) 38 2535 219 
                                                                                            

16 
 

 

Conclusion: 
 

Procurement in Assambly was not fully carried out within the legal framework of the 
procurement. 
 
Assambly has no adequate controls to ensure that foreseen budgets are spent in accordance 
with the law. Deviations from the implementation of procurement regulations, as in the 
cases above, directly or indirectly increase the risk of losses and  
misuse of budget funds. 
 

 
Recommendation 5 
 

We recommend the Permanent  Secretary to ensure : 
� Take immediate actions in order to strengthen procurement procedures for the 

areas of the weaknesses identified above. 
�  Properly weigh and assess the sub-criteria according to the need of the CA 

resulting with effective achievement of the goals of the organization. 

 
 

VII.5 Advances for travelling abroad  
 

We reviewed whether the advances for travelling abroad are in accordance with the AI 
of MPS. 
 

The decision of Presidency for the increase of per diem from 20% to 30% is in 
contradiction with Article 15 of the AI no. 2004/07.  
 
Conclusion 

 
Failure to apply the applicable instructions may lead to inadequate management of cash.  

 
 
Recommendation 6 
 

We recommend the management to ensure that: 
� Internal decisions are in line with instructions for travelling abroad which already 

exist and regulate these issues for all public institutions. 
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VII.6  Asset Management  
 

Accounting register of non-financial assets is still not complete 
 

We have tested whether all non-financial assets of Assambly worth over €1,000 are 
registered in the accounting register. 

 
It is encouraging that almost all non-financial assets of the past are recorded in the 
accounting register. However, we have identified that the water reservoir in amount of 
€4,000 and a security lodge with a value of €3.900 were not registered in the FS 
(Accounting Register) of 2009, though according to the Assembly officials, these assets 
were registered but there happened to occur a technical error in the system. 
 

We have identified that the assets, under the property of IOB in a value of over €1,000 are 
not registered in the FS of 2009, such as cars in a value of €14,800 and the photocopy 
machine in the value of €1,497. 

 

In the comments given by the Entity, we were provided with sufficient evidence that ensure 
that all the above mentioned assets are evidenced in the Accounting Register 2010.   

 
Inventory of Assets 
 
Administrative Instruction no.21/2009 for the Management of Government assets stipulates 
that each Budget Organization is obliged once a year, before the end of each  
fiscal year, to make inventory of all assets that are in its possession. 
 

The inventory of assets is made, but while analysing it, we noticed that in the report 
submitted by the committee for inventory of Assambly, no computer, photocopy machines 
or any other equipment, which is used and controlled by this budget organization, is 
recorded. 
 

It was not possible to compare the Assets Register of BO with the inventory at the end of 
the year because not all assets were recorded; therefore we were not able to conclude if all 
the property is registered therein. 

 
Conclusion: 
 
Deficiencies noticed within fixed assets show that Assembly does not have proper 
management of fixed assets yet. This can affect their transparency and increase the risk  
of misuse, respectively their loss. 
 

The Budget Organization through the inventory of assets for 2009 did not present correctly 
all assets it possesses; therefore it did not provide safe records over the organization assets 
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Recommendation 7 

 

We recommend the  Permanent  Secretary to : 
� Ensure complete and independent inventory apart from any other register by the 

established Committees.  
 

 
VII.7 Internal Controls Systems   

 
Based on our findings and conclusions we come to the conclusion that Assembly internal 
controls are designed well enough in some areas, but some areas still needs  
improvement of internal controls. 
 
We have identified and reported several deficiencies in the functioning of the internal 
control systems in the following areas: 

 

• Insufficient controls over the execution of the payments particularly in the end of 
month December;  

• Improper supervision of capital projects during the execution; 
• Weaknesses in implementation of foreseen Procurement procedures; and 
• Asset management. 

 
Conclusion  

 
Assembly has managed to establish an internal control system but there is still room for  
improvements in some areas and avoid irregularities identified. 
 

In general, we consider that there is still room to improve the level of internal control in line 
with standards and good practices in order to provide the highest security in certain areas, 
by addressing our recommendations given in this report. 

 
 
Recommendation 8 
 

We recommend the Permanent  Secretary to ensure: 
� Better controls in the management of expenditures and payments in particular at 

the end of the year; and  
� That an operational internal control system is put in place by holding the above 

mentioned levels to account and asking for reporting from them.   
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VII.8  Internal Audit  
 

Internal audit is an important segment to ensure the top management that the internal 
control mechanisms are designed and implemented properly. Where noted that internal 
controls are not functioning properly, internal audit provides advices and recommendations 
on how to improve them. 

 

During 2009 the internal auditor based on the assessment of risk and the priorities has 
performed six audits in various areas. The audited areas were Procurement 2008, telephone 
expenses, Petty Cash and Advance expenditures, warehouse management, personnel 
management and the audit of Goods & Services and Utilities. 

 

We noticed that the internal audit within its annual plan did not intend to perform any audit 
of the areas such as Procurement and Asset Management and did not perform the audit of 
these areas during the year 2009 as high-risk areas. 

 
 Conclusion  

 

Based on existing capacity a relatively good job is done and with some of the risky areas 
was dealt with. The audit of these two areas would improve even more the internal control 
system in regards to the expenditure of public money. 

 
 
Recommendation 9 
 

We recommend the Permanent  Secretary to ensure that:  
� The Internal Auditor focuses the annual plan towards the areas of Procurement and 

Asset Management as high-risk areas and perform their audit during the current 
year.  

  

 
VII.9  The Overall Conclusion  

 

Assambly has not yet managed to establish a fully functional system of internal controls to 
prevent errors respectively possible irregularities.  

 
In general, we consider that internal control despite progress is not in the satisfying level 
and needs further improvements. 

 

There are still weaknesses in budget planning that had a direct impact in the implementation 
of other projects and delays in their implementation. 

 

In managing the procurement process, weaknesses were noted within the expenditures for 
capital investment. This and other weaknesses identified in this report have pushed us to an 
overall conclusion that further commitment is required from the management in order to 
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provide an environment of the control which would ensure a better management of public 
money. 
 
We also we noticed deficiencies in asset management, which increases the risk of  
misuse respectively their loss. 
 
As a result of all this we recommend the management to analyze the practices, systems, and 
existing processes in the areas with significant deficiencies in order to make improvements 
that will support the achievement of the Institution’s objectives. 
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Annex 1  
 

Different types of Audit Opinions applied by OAG in the Annual Audit Report 2009  
 

(Extract from ISSAI 400) 
 

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

 
10. An unqualified opinion is given when the auditor is satisfied in all material respects that:  
(a) the financial statements have been prepared using acceptable accounting bases and policies 
which have been consistently applied;  
(b) the statements comply with statutory requirements and relevant regulations;  
(c) the view presented by the financial statements is consistent with the auditor's knowledge of the 
audited entity; and  
(d) there is adequate disclosure of all material matters relevant to the financial statements.  

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

 
12. An auditor may not be able to express an unqualified opinion when any of the following 
circumstances exist and, in the auditor's judgement, their effect is or may be material to the financial 
statements:  
(a) there has been limitation on the scope of the audit;  
(b) the auditor considers that the statements are incomplete or misleading or there is an unjustified 
departure from acceptable accounting standards; or  
(c) there is uncertainty affecting the financial statements.  

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

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

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

 
16. It is customary for SAIs to provide a detailed report amplifying the opinion in circumstances in 
which it has been unable to give an unqualified opinion. 
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Annex 2: Assembly Comments and OAG conclusions   
 
The Management of ARK has been given the possibility to give comments on a draft of this report. The Management has given a number of 
comments that clarified issues raised and subsequently being changed. Outstanding questions were we as auditors and the audited body still have 
different views are the following: 
 
 

             Recommendations  Agree 
Partially 
agree  

Do not 
agree  

            Assembly’s comments                   OAG conclusions  

Recommendation 1  
                                                                     
•   Continue with the proper and 
timely registration of all non-
financial assets in the accounting 
register and present them fully 
within FS. 

         X 

  The findings concerns two assets 
(€4,000 water reservoir and 
Security lodge €3,900), which have been 
registered. Assets are in the Accounting 
Register of Free Balance system. 
ANNEX. Evidence 1a 

 The respective finding was referred to the 
fact that assets of the previous years were 
almost all registered in 2009 wherefore the 
management was encouraged. But, a small 
number of assets of 2009 are not evidenced.  

• Insure consistency of reporting 
between the FS of the current year 
with the ones of previous years by 
disclosing important differences in 
years.  
 

        X 

  In 2009, all assets were registered  and 
this shows the difference  between year 
2008 - 2009 
ANNEX. Evidence 1b (the same 
material) 

Such difference between the purchasing 
value during the current year and the 
registration of the same year is not 
disclosed in the FS so to explain the growth 
of non-financial assets, therefore the 
conclusions remain unchanged. 

Recommendation 2                                                                      
•   Good management practices 
in managing public finances 
within the existing framework 
leading to good examples that 
should be followed by all other 
organizations of public sector. 

    

       X 

Recommendation not correctly addressed 
ANNEX Evidence 2. Decision. 
a) The Recommendation of Budget and 
Finance Committee  
b) The decision of the Presidency  
No. 03-V-244, dated. December 11, 
2009 

Conclusions  remain unchanged    
We have been informed about these 
decisions, but there were not found other 
legal basis for this payment. 
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Recommendation 4 
•    Execute payments for capital 
projects in accordance with the 
terms of the contract, for the 
works executed and not for the 
material received.                                                                                                                              

                               
X 

  Procurement activities have occurred in 
the last quarter, so the dynamics of 
implementation has required longer time 
for execution of contracts. Therefore, 
payments have been made according to 
the report of the Commission on the 
received quantity of goods which were 
partially paid for goods and partially paid 
for works performed.  
ANNEX Evidence 4 commission 
process for subjects. 1 .2.3 

The contracts were signed for works 
purposes so payments should be made 
according to the respective conditions.  
Conclusions remain unchanged.  

•    Plan, implement, and monitor 
capital projects at appropriate time 
of the year by not risking the 
under spending of funds.  

      Monitoring and supervision is carried out 
dependently from the existing situation 
with officials within authority. For other 
projects we have a contract with EO.  
ANNEX Evidence 5 
a) Decision NR-03-V-167 dated. May 
26, 2009  
b) contract with EO 
 

The diagram payments executed and 
changes from procurement plan support our 
affirmation in the finding.  

•    Apply penalties for the delays 
in execution of the works under 
the contract. 

      Penalties were applied during the year 
2009 for these enclosing payments: 
ANNEX. Evidence 6: payment. 

 The Assembly’s Management started to 
address the penalties in Contract concerning 
doors and windows, which is encouraging, 
but it is not addressed at all contracts where 
delays occurred.  

Recommendation 5                                                                      
• Take immediate actions in order 
to strengthen procurement 
procedures for the areas of the 
weaknesses identified above 
 

      •    Procurement procedures comply with 
the LPP, and implementation of these 
procedures is a permanent obligation. 
ANNEX Evidence 7  

The findings we have mentioned are part of 
the procurement procedures according to 
the accordance with LPP, which were not 
adhered to.  
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• Properly weigh and assess the 
sub-criteria according to the need 
of the CA resulting with effective 
achievement of the goals of the 
organization. 
 

      •   Sub-criteria presents the activity 
which is applied based on Article 50.2 of 
the procurement law.  
See the text of the law. 

We were not provided with evidence that 
deny our conclusion.  

Recommendation 6                                                                 
• Internal decisions are in line 
with instructions for travelling 
abroad which already exist and 
regulate these issues for all public 
institutions. 

      • Recommendation incorrectly 
addressed.  
ANNEX Evidence 7 Decision Nr.03-V-
094 dated 4 November 2008 

We were not provided with evidence that 
deny our conclusion.  

Recommendation 7                                                                     
•  Verify and increase courtesy if 
all the assets are registered in the 
accounting register;    
• Ensure complete and 
independent inventory apart from 
any other register by the 
established Committees. 

      

• The Assembly has already registered its 
assets.  
b) Also IOB’s assets were registered but 
there were discrepancies between the 
competences of MAP and the Assembly 
• Commission has done a complete 
inventory registration of the Parliament 
property. Recommendation is 
implemented. From the draft project. 
 ANNEX Evidence 8 List of property 
registration 
 

The Management is encouraged on 
measures undertaken, and given that 
registration is already done, we accept the 
situation. Meanwhile, despite we were 
provided with an inventory list, we cannot 
accept it because it should happen when the 
inventorying by the Commission takes 
place at the end of the year, as required by 
the instruction on assets.  
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Rekomandimi 8                                                                      
• Kontrolle më të mira në 
menaxhimin e shpenzimeve dhe 
pagesave posaçërisht në  fund të 
vitit.                                                                                      
• Mbikëqyrjen e projekteve 
kapitale, dhe                                                                    
• Menaxhimin e pasurive dhe 
prokurimit. 

      

• Pagesat janë njëkohësisht të mbuluara 
me raportin e pranimit të komisioneve 
përkatëse. ANEKSI Prova 9.                                                      
Procesverbalet e pranimit                                              
•Për situacionet e caktuara monitorimi 
dhe mbikëqyrja realizohet me zyrtaret e 
Kuvendit                                                       
•Për projektet e mëdha kemi 
kontrata me OE.                                                             
ANEKS - Kontrata (prova nr 5 b).                               
•Menaxhimi i prokurimit  dhe pasurisë 
është aktivitet i cili menaxhohet në 
periudha të caktuara raportuese. 
 

Të gjeturat të cilat i kemi cekur janë pjesë e 
kontrolleve të brendshme e të cilat nuk janë 
respektuar . 

Recommendation  9       
                                                                
• Focus the annual plan towards 
the areas of Procurement and 
Asset Management as high-risk 
areas and perform their audit 
during the current year. 

      

Procurement and property management 
are internal auditor’s permanent 
activities, drafts audit reports for 2009 
exists including other audit reports for 
which OAG are aware of 

ANNEX Evidence 9 Minutes 

There were not drafted reports to cover 
these fields during 2009, thus our 
conclusions remain unchanged.  
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