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The Office of the Auditor General (OAG) undertakes both 

Regularity and Performance Audits. The Auditor General Lage 

Olofsson is the head of the OAG which employs around 140 staff. 

The Auditor General and the OAG shall be independent and 

certifies around 90 Annual Financial Statements each year, while 

undertaking other forms of audits. 

Our Mission is to “Contribute to sound financial management in 

public administration”. We shall perform quality audits in line 

with internationally recognized public sector auditing standards 

and good European practices.  We shall build confidence in the 

spending of public funds. We shall play an active role in securing 

taxpayers‟ and other stakeholders‟ interests in enhancing public 

accountability‟  

The reports produced by the OAG directly promote accountability 

as they provide a base for holding managers‟ of individual budget 

organisations to account. 

The Auditor General has decided on the audit opinion and the 

report on the Annual Financial Statements of the Office of the 

President of Republic of Kosovo in consultation with the Assistant 

Auditor General, Ibrahim Gjylderen, supervising the audit. 

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

under the management of the Audit Director Vlora Mehmeti 

supported by Mujë Gashi (Team leader), and Arian Haxhaj.   

 

 

OFFICE OF THE AUDITOR GENERAL-St. Musine Kokollari, No. 16, Prishtina 10000, Kosova 

Tel.: +381(0) 38 25 35 /121/262-FAX: +381(0) 38 2535 122  /219 
http://oag-rks.org/ 
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Executive Summary 

Introduction 

This report summarises the key matters arising from our audit of the 2012 Annual 

Financial Statements (AFS) of Office of the President of Republic of Kosovo (OPRK). I 

would like to thank OPRK for their assistance during the audit process. 

The examination of the 2012 financial statements was undertaken in accordance with the 

internationally recognised Public Sector auditing standards (ISSAIs)  issued by INTOSAI. 

Our approach included such tests and procedures as we deemed necessary to arrive at an 

opinion on the financial statements. 

Our audit focus has been on: 

 The Annual Financial Statements (AFS); 

 Financial Management and Internal Control (including budget management and 

execution); and, 

 Internal Audit System. 

Opinion 

The Auditor General (AG) reports his opinion to Parliament in the format set out in 

Annex I – Audit Opinion. Annex I explains the different types of Opinions applied by the 

OAG. The AG‟s opinion includes an opinion as to the truth and fairness of the financial 

statements.  

The Audit Opinion is: 

In our opinion the financial statements present a true and fair view in all material aspects.  

As an Emphasis of Matter we would like to draw your attention to the fact the information 

on assets value disclosed in the AFS is not complete and accurate. This does not affect any 

of the 2 Annual Financial Statements (Cash Receipts and Payments and Comparison of 

Budget and Actual Amounts) in line with IPSAS Cash based accounting.  (ISSAI 400 

Unqualified Opinion with an Emphasis of Matter) 
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Overall Conclusion  

 The level of work undertaken by the OAG to complete the 2012 audit is a direct 

reflection of the quality of the internal control environment implemented by 

management.  Our overall conclusion is that: 

We have been able to take assurance from the effective operation of management controls 

in a number of account areas but have also identified weaknesses in some important 

areas of financial management.  Amend as appropriate. Weaknesses are detailed below.  

Audit recommendations are intended to support OPRK in improving financial controls 

and enhancing other aspects of operational activity. We have considered the response to 

our recommendations made in 2011 – the current position is summarised in Annex II.  

Our overall conclusion is that addressing only two (2) from seven (7) recommendations 

given indicates the fact that OPRK should review initially defined measures and 

identifies the reasons for non-implementation. 

We discuss the quality of OPRK‟s financial reporting and our detailed audit findings with 

regard to the Annual Financial Statements, Financial Management and Control and 

Management Accountability and Internal Audit in the main body of this report. 

Our key recommendations are as follows: 

Annual Financial Statements 

 Management should ensure that when drafting 2013 accounts assets available to 

OPRK are presented according to their net value.  

Financial Management and Control 

 Review the action plan to ensure that the accountable staff understood delegated 

responsibilities and tasks and timetables as defined the plan. Further, OPRK 

should identify the issues which are of great importance especially those with 

systematic shortcomings;  

 Budget 2013 is prepared based on sustainable assessment of needs in order that 

the budget is used in line with planning; 

 Prepares the procurement plan, considering the approved budget for the year. 

Further on, procurement requests that are substantially similar or related are 

gathered and when possible, to get the value for money and reduce procurement 

costs; 

 To ensure that all legal opportunities are used as defined in LPFMA, processing 

expenses for adequate economic categories. Further on, expenses are classified 

and recorded in accordance with economic codes foreseen by chart of accounts; 
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 Controls are added in the payment sector, ensuring that advances are closed 

within the legal timeframe; and 

 Ensure that the assigned asset officer possesses sufficient knowledge for asset 

management and adequate training for officers is provided. 

Internal Audit System 

 IAU audit focuses more on current year operations and processes, where 

management may be informed in details for ongoing activities and measures for 

improvement are undertaken. 

The Management of the OPRK has acknowledged our findings and conclusions and are 

committed to address all recommendations given.  
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1 Audit Scope and Methodology 

It is the responsibility of OPRK to prepare financial statements under the International 

Public Sector Accounting Standards (IPSAS) for „Financial Reporting under the Cash 

Basis for Accounting‟. The Office of the Auditor General is responsible for carrying out a 

Regularity Audit which involves the 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. 

Audit work undertaken reflected our audit risk assessment for OPRK. We have 

considered our understanding of the organisation, the extent to which management 

controls can be relied upon and the level of detailed testing required when determining 

the overall testing required to provide the necessary level of evidence to support the 

Auditor General‟s opinion. 

The following sections provide a more detailed summary of our audit finding with 

emphasis on observations and recommendations in each area of review.  An assessment 

of Management Responses to recommendations made in 2011 is at Annex II.  

We have included the significant and other, less significant findings arising from our 

audit. For completeness we have included issues identified at the month 9 audit where 

they remain relevant.  Our findings are defined as:   

Significant - major issues for the attention of those charged with governance and senior 

management which may have the potential to result in a material weakness in internal 

control ; and 

Other - weaknesses identified in our audit where action will offer the potential for 

improvements to the efficiency and effectiveness of internal controls. 

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

procedures only to the extent considered necessary for the effective performance of the 

audit. Audit findings should not be regarded as representing a comprehensive statement 

of all the weaknesses which exist, or all improvements which could be made to the 

systems and procedures operated.   
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2 Annual Financial Statements 

Our review of the Annual Financial Statements considers both compliance with the 

reporting framework and the quality and accuracy of the information recorded in the 

financial statements. We also consider the Declaration made by the CEO and Chief 

Financial Officer when the draft AFS are submitted to the Government.   

The declaration regarding presentation of financial statements incorporates a number of 

assertions relating to compliance with the reporting framework and the quality of 

information within the financial statements.  A number of the declarations are intended 

to provide assurance to the Government that all relevant information has been provided 

to ensure that a comprehensive audit can be undertaken 

2.1 Compliance with the Reporting Framework 

Overall Conclusion 

AFS were prepared in accordance with the requirements of the Financial Regulation no. 

07/2011, and according to the International Public Sector Accounting Standards (IPSAS) 

for „Financial Reporting under Cash Basis of Accounting‟. OPRK used standard format 

for reporting, and met all requirements in line with reporting framework, except for the 

disclosures related to capital and non-capital assets value.   

Description  

The Annual Financial Statements are required to comply with a specified reporting 

framework. We noted that the AFS were: 

 AFS were prepared within the required time frame and submitted to Ministry of 

Finance (MoF)  

 AFS were  signed by the Chief Administrative Officer and Chief Financial Officer;  

 AFS were submitted in Albanian and Serbian language; and 

 AFS were prepared in both hard and electronic copies. 

We have no issues to raise on these matters. Issues raised during our 9 month audit 

relating to the reporting framework in our memo dated 13/12/2012 have been addressed 

by Management. 
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Recommendation  

We have no recommendations in this area.  

2.2 Quality and Accuracy of Information Presented in the 

Annual Financial Statements 

Overall Conclusion 

During the audit, we have tested the accuracy and completeness of the information 

presented in AFS. As a result of the audit carried out, we concluded that information 

when it comes to presentation and disclosure of assets in the OPRK AFS was not 

accurate. 

Description  

This section contains details of adjustments made to the financial statements during the 

course of the audit, as well as findings related to the production of the AFS. 

We do not consider that adjustments made to the draft accounts indicate a significant 

weakness in accounting or control. 

Given the above - the Declaration made by the CEO and Chief Financial Officer when the 

draft AFS are submitted to the Government can be considered to be complete not 

including the information on assets available to OPRK. 

Recommendations  

 

1. Issue - Accounts Production Process – Priority Significant  

Finding Capital and non-capital assets were presented in AFS according to 

their purchase value rather than their net value. In the Annex 

attached to the AFS, assets were presented by the purchase value 

and net value. But, in the disclosures made in the AFS, assets were 

presented by their purchase value.   

Risk This increases the risk that the Management and other parties of 

interest make decisions based upon incomplete information on 

assets.    

Recommendation 1 Management should ensure that when 2013 accounts are drafted, 

OPRK assets are presented according to their net value. 
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2.3 Audit Opinion  

In our opinion the financial statements present a true and fair view in all material aspects.  

As an Emphasis of Matter we would like to draw your attention to the fact the information 

on assets value disclosed in the AFS is not complete and accurate. This does not affect any 

of the 2 Annual Financial Statements (Cash Receipts and Payments and Comparison of 

Budget and Actual Amounts) in line with IPSAS Cash based accounting.  (ISSAI 400 

Unqualified Opinion with an Emphasis of Matter) 
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3 Prior Year Recommendations 

Overall Conclusion 

During the audit we tested the level of addressing prior year recommendations based on 

the action plan agreed by OPRK. Management acted according to the action plan for 

implementing our prior year recommendations, but their complete implementation still 

remains a challenge. 

Description  

In the last year‟s audit report we have recommended improving financial management 

and controls. OPRK management prepared an Action Plan (AP) for addressing them. 

Our Audit Report on the 2011 AFS of OPRK resulted in 7 (seven) key recommendations. 

At the end of our 2012 audit, we have assessed the level of addressing prior year‟s 

recommendation and verified that: two (2) have been fully addressed; four (4) are 

partially addressed; and one (1) has not been addressed yet. For a more thorough 

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

Recommendation 

 

2. Issue - Adressing Prior Year Audit Recommendations – Priority Significant  

Finding From 7 (seven) recommendations given for 2011, only 

recommendations related to payment of family pension to former 

President and recording and calculating costs for official trips were 

fully addressed. While, four (4) other recommendations were in 

process of addressing. Recommendation on assets management 

was not addressed yet. 

Finding Implementing only two (2) recommendations given, indicates the 

fact the OPRK failed to fully implement the Action Plan. This 

increases the risk that same shortcomings are constantly repeated.  

Recommendation 2 Management should review the action plan to ensure that the 

accountable staff understood delegated responsibilities and tasks 

and timetables as defined the plan. Further, OPRK should identify 

the issues which are of great importance especially those with 

systematic shortcomings.  
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4 Financial Management and Control 

4.1 Introduction  

Our audit approach is focused on understanding and evaluating the actions taken by  

management to secure effective financial management and control.  For individual 

financial systems we seek to identify the level at which actual controls operate. This may, 

for example, be monitoring activity undertaken by senior management or lower level 

operational controls. We consider whether controls are well designed, have been 

implemented as planned and operate effectively.   

Where appropriate we also consider OPRK‟s self assessment undertaken in the context of 

Financial Management and Control (FMC) which is a step forward in continuous 

improvement in order that controls operate effectively.   

4.2 Budget Planning and Execution 

Overall Conclusion  

OPRK budget for 2012 was spent for purposes intended, with the exception of planning 

and expenditures made within the capital investment category. 

Low execution is noticed within the utility category, where expenditures made in 

comparison with the planned budget were in rate of 21%. This could result in a lion share 

of the funds to remain unused and transferred as budget surplus.  

Description  

We have considered the source of budgetary funds for OPRK, spending of funds by 

economic categories and revenues collected. This is highlighted in the following tables 
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Table 1. Sources of budgetary Funds - outturn against the budget 

Description 
Initial 

Budget 

Final  

  Budget1 

2012 

 Outturn 

2011 

Outturn 

2010 
Outturn 

Sources of Funds   2,600,365 2,600,365 1,422,994 1, 230,155 1,433,140 

Government Grant -
Budget  

2,600,365 2,600,365 1,422,994 1,230,155 1,433,140 

From the data presented in table above, we noticed that Government grant was the only 

source of financing OPRK activities. The level of using the budget for this period was 

55%, which represents a low level of budget spending. Reasons for using the budget at 

this level was that the expenditures foreseen for capital investment were not made (For 

more: see explanation below table 2). 

Table 2 Spending of funds by economic categories - outturn against the budget 

Description 
Initial 

Budget 

Final  

  Budget 

2012 

  Outturn 

2011 

 Outturn 

2010 
Outturn 

Spending of funds 
broken down by 
economic categories 

2,600,365 2,600,365 1,422,994 1,230,155 1,433,140 

Wages and Salaries 518,365 526,965 511,192 440,474 301,448 

Goods and Services  990,000 981,400 860,743 768,400 1,086,298 

Utilities 52,000 52,000 11,061 14,447 15,856 

Subsidies and Transfers 40,000 40,000 39,998 6,834 29,538 

Capital Investments  1,000,000 1,000,000 - - - 

Table 2 indicates as below: 

 The final OPRK budget compared with the initial budget in total was not subject 

to change, with the exception of funds transferred in value of €8,600 from the 

category of Goods and Services into category of Wages and Salaries. The increase 

in this category in value of €8,600 was made for purpose of paying wages and 

salaries for the Consultative Council for Communities, which operates under the 

OPRK. 

 OPRK budget throughout categories is spent in a satisfactory level with exception 

to category of utilities and capital investments. Planned expenditures for capital 

investment are funds appropriated to OPRK annually for construction project for 

                                                      
1 Final budget – the budget approved by the Assembly which was subsequently adjusted for by the Ministry 
of Finance. 
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presidential residence for so-called “white house”. According to OPRK officers, 

the reason for not executing this project is that the amount appropriated for this 

project was insufficient to implement and due to this, these funds were 

transferred from year to year. Further on, low budget execution is noticed within 

utilities category, where expenditures made in comparison with budget planned 

were in amount of 21%. 

Recommendation 

 

3. Issue - Budget Execution  – Priority Significant  

Finding Expenditures within Capital investment category are key area in 

which the budget execution is poor and this expenditure area is not 

taken into consideration when OPRK planned its budget. An 

impact on low level of budget use was the failure to use the budget 

for utilities.  

Risk The failure to use the budget planned reduces the OPRK activity 

especially in area of capital investments and utilities. This may 

have an impact that objectives set by OPRK are not met. 

Recommendation 3 Management should ensure that budget 2013 is prepared based on 

sustainable assessment of needs in order that the budget is used in 

line with planning.  

4.3 Reporting Requirement 

Overall Conclusion  

As a result of the audit carried out we can conclude that OPRK met external reporting 

requirements.  

The OPRK Management has taken into consideration or advices given in the interim 

audit stage and carried out a partial self-assessment process, which will be further 

developed in the future with the support of the Ministry of Finance. The initiated self-

assessment process is a positive step forward.   

Description  

OPRK met its external reporting requirements with sufficient quality by adhering to time 

limits, except the self-assessment report and internal controls: 
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 Budget request 

 Quarterly reports including nine month financial statements in time; 

 Draft and final procurement plan in time; 

 Reports on debts submitted to the MoF; and 

 Action Plan on implementing recomandations  

As noted, the OPRK has fulfilled the external reporting requirements with the right 

quality and by adhering to the deadlines, except for the self-assessment and internal 

control reports.   

Recommendation 

 

4. Issue - Reports on internal control, including self-assessment report- Priority 

Significant  

Finding During the audit process, OPRK provided us with a report on 

performance self-assessment of only sector. All other sectors did 

not carry out the self-assessment as a requirement of the Financial 

Management and Control. 

Risk  Self-assessment is a process which will help OPRK management to 

determine risk for effectiveness of financial management and 

control on all its sectors, as a supporting tool in achieving the work 

objectives. 

Recommendation 4  It should take appropriate steps in order to ensure that self-

assessment and internal control reports are prepared on all sectors 

of the OPRK.   

4.4 Expenditures 

Overall Conclusion on Expenditures 

The results from our tests have shown that responsible staff for managing procurement 

activities failed to establish uniformity and consistency using best practices to achieve 

value for money. Improper procurement planning resulted in emergency procurement 

and splitting up of procurement requests which are basically the same or related. 
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4.4.1 Procurement 

Description  

Procurement Officer drafted the procurement plan for 2012 and sent the same to PPA. 

OPRK for 2012 executed procurement which resulted in signing of 74 contracts. 

We have revised procurement plan and the report on signed contracts, and based on our 

audit plan we have selected 9 samples of procurement procedures and 55 lists of 

payments in financial value of €348,459 in order to carry out the required tests. 

Recommendation 

 

5. Issue - Failure to reconcile procurement plan and the budget – Priority Significant  

Finding We have reviewed procurement plan and report on signed 

contracts, where we noticed that the estimated value of 

procurement contracts was significantly larger than the planned 

budget. The biggest difference is in the planned value of capital 

investment in relation to the budget for this category.  

Risk Failure to reconcile procurement plan with budget increases the 

risk that the planned procurement activities fail and risks the 

budget is used for unplanned purposes. 

Recommendation 5 Management should ensure that procurement plan is prepared 

having in mind the budget approved for the respective year.   

6. Issue - Numerous contracts for same items – Priority other 

Finding We have noticed that improper procurement planning resulted in 

emergency procurements, and dividing procurement requests, 

which basically are the same cases or related such as the following:  

For “Supply of binders with logo” four contracts were signed with 

minimal value, and in three cases we have the same winning 

economic operator. 

For “Supply with IT equipment” three contracts were signed. 

Further on, such cases occurred with other supplies. 
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Risk Execution of emergent procurements and dividing procurement 

requests for similar supplies increases the risk not to achieve the 

value for money. 

Recommendation 6 Management should ensure that procurement requests that are 

substantially similar or related are not divided and the requests 

should be gathered and, when possible, to get the value for money 

and reduce procurement costs. 

7. Issue - Payment for capital equipment from Goods and Services – Priority- 

Significant  

Finding LPFMA has the possibility to transfer budget appropriations from 

one economic category for one program to another economic 

category. 

We have noticed that during 2012, OPRK from funds planned for 

Goods and Services purchased ten (10) devices for medal 

processing in the amount of €35,640, two laptops in value of  

€2,540, one air condition in the amount of €1,250 a ceremonial stage 

from aluminium in the amount of €3,900. This equipment should 

have been purchased from the category of capital investments. 

Purchasing these devices from funds of Goods and Services is done 

in absence of funds from capital investments. 

Risk OPRK did not use the legal possibilities for transferring funds from 

the category of Goods and Services into Capital Investment 

category. Classification, processing and recording expenditures not 

in line with chart of accounts (Treasury rules), is an inaccurate 

presentation of expenditures.  

Recommendation 7 Management should ensure that all expenditures are made in line 

with budget appropriations as required by LPFMA. 
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8. Issue - Recording in wrong economic codes- Priority – Other 

Finding We have noticed that expenditures were not classified within the  

adequate economic code as in the following cases: 

In the contract for supply with stationery, payment in the amount 

of €1,653 is registered as contracting service in economic code 

13460, while it should have been recorded in code 13610. 

Also in two cases, payments for official trips are recorded as travel 

costs although in chart of accounts there are adequate codes for 

wages for official travel abroad, accommodation and other 

expenses. 

Risk The recording of expenditures within inadequate codes results in 

inadequate reporting of expenditures. 

Recommendation 8 The Management should ensure that all expenditures are recorded 

within respective economic codes. 

4.4.2 Other expenditures 

Description  

Presentation and disclosure of other expenditures in the AFS, OPRK did it correctly and 

in line with financial reporting requirements. 

During 2012, OPRK for purposes of travel spent €270,378 or 31.4% from funds spent in 

Goods and Services category. 

OPRK failed to fully apply legal requirements when it comes to adhering to timeliness for 

closing advances for official travel. 
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Recommendation  

 

9. Issue - Failure to timely close the advances for official travel- Priority Significant  

Finding We have noticed that six (6) advances for official travel in the 

amount of €21,097 were not closed in accordance with the 

requirements of the Administrative Instruction no. MPA. 2004/07 

on travel and Treasury Guideline no. 02. Under the applicable 

guidelines all advances should be closed 15 days after returning 

from an official trip. 

Risk Failure to follow procedures on advances led OPRK to a risk to 

fully implement legal requirements when it comes to adhering to 

timeliness for closing the advances for official travel expenses. 

Recommendation 9  Management should review such cases in order to identify the 

reasons and persons responsible for not justifying advances and 

not undertake measures to close them by adhering to timeliness. 

4.4.3 Remunerations ( Wages and Salaries)  

Description  

During the audit process within category of Wages and Salaries, we have noticed that the 

budget in this category for 2012 was € 526,965 and €511,192 were spent, or 97% of the 

planned budget for this category. OPRK at the beginning of the year with budget 

approved 82 +4 (86) positions, while at the end of the year it employed 58 staff. 

Wages and salaries are paid through a centralised system. Controls operating at internal 

level by OPRK relate to: 

 Regular maintenance and updating of employees‟ files by the personnel office; 

 The finance sector was regularly and timely informed related to changes in 

relation to wages and salaries, and 

 decisions were issued by the Secretary or the Director of Administration for all 

changes made, based on which remunerations were given for allowances and 

works or engagements made outside the regular working hours and their 

payment is made through the payroll system. 
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 Recommendation 

 

10. Issue - Contractual Arrangements  – Priority Significant  

Finding During our audit we noticed that there was no information 

regarding the reasons, scope and type of overtime work performed, 

with the exception of the specification regarding the engagement 

dates and hours spent after regular working hours.  According to 

OPRK officials this happened due to the nature and specifics of the 

staff engagement in supporting activities for the President. 

Risk Failure to specify the reason of engaging staff and the type of work 

performed overtime may lead to risk that payments are made, but 

work are not performed. This creates uncertainty regarding 

remunerations made. 

Recommendation 10 Management should ensure that before any engagement and 

remuneration for overtime work persons, causes, scope and type of 

work need to be performed are clearly defined.  

4.4.4 Subsidies and Transfers  

Description  

According to the budget, OPRK during the year gave subsidies for public entities in the 

amount of €16,953, while subsidies for non-public entities were in the amount of €23,045.  

Our tests resulted that subsidies were spent based on decisions taken in advance and 

approved by authorised persons. Payments were approved and certified by competent 

persons and payments were made in the beneficiary‟s account. 

Testing the expenditures for subsidies did not result in any irregularities. Subsidy 

payments were carried out in accordance with legal procedures required. 

Recommendation 

We have no recommendations in this area   
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4.5 Assets  

Overall Conclusion on Assets 

We may conclude that OPRK, despite the efforts made, failed to appoint an asset officer, 

who would manage property fully in compliance with legal requirements. As a result of 

this, OPRK failed to create a complete and accurate accounting register (KFMIS). 

4.5.1 Capital and non capital assets   

Description  

We reviewed whether or not the recording process, ways OPRK non-financial assets were 

managed is in accordance with the requirements of AI no.21/2009 on recording and 

management of Government assets. 

The value of capital assets (over €1,000) of OPRK presented in AFS was €3,560,691, while 

the value of capital assets (under €1,000) was € 291,596. Assets were presented according 

to purchase value (historical cost).Records were obtained from the internal register 

available to OPRK given that the accounting register (KFMIS) was not updated. 

OPRK in accordance with AI no. 21/2009 at the end of 2012 established asset inventory 

and evaluation committees. These committees prepared reports as required by this AI. 

Recommendation 

 

11. Issue - Recording assets within accounting register (KFMIS)-Priority-Significant  

Finding OPRK despite the efforts made did not have a complete and 

accurate accounting register (KFMIS). In absence of an asset officer 

this task was assigned to another officer who did not attend 

required training therefore asset was managed by IT officer.  

Risk Significant shortcomings on asset management prevent generating 

comprehensive reports and leave the opportunity for 

mismanagement, use for other purposes or even their loss. 

Recommendation 11  The controls on recording transactions in the accounting registers 

should be strengthened, their management should be done by 

authorised, competent and trained officials.  
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5 Internal Audit System 

Overall conclusion on Internal audit system 

Work of Internal Audit in 2012 mainly took into account only activities for 2010 and 2011 

and in one case covered the activities for 2012. Therefore, its activity partially supported 

management in assessing the overall internal control effectiveness. 

Description  

The Internal audit system is a key part of internal control and due to its importance we 

present it here separately. We consider the scope of internal audit work and the activity 

of the audit committee. In addition we review actions taken by senior management as a 

result of the work carried out by internal audit and the audit committee.  

OPRK established IAU, which performs its activity only through one auditor. 

IAU Director prepared the annual audit plan for 2012, which was approved by the OPRK 

management. IAU planned to carry out an audit of the procurement field-procurement 

procedures, budget-advances, budget and expenditures and internal control operation.  

For period of 2012 managed to finalise 3 (three) audits. 

IAU carried out audits in the following areas: audit of certifying procedures for advances 

of travel abroad covering period of 2011, management audit for OPRK vehicles covering 

the period of 2010 and 2011 and audit of procurement procedures for 2012. 

These audits addressed relevant issues and provided appropriate recommendations. 

OPRK established an Audit Committee consisting of three members. The audit committee 

held four (4) regular meetings during the year. In meetings held implementation of the 

recommendations given by the OAG and the IAU were discussed.  
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Recommendation 

 

12. Issue - Focus of internal audit in current activities –Priority-Significant  

Finding As can be seen from the scope, the internal audit primarily covered 

the activities of 2010 and 2011, and only in one case it involved 

activity related to 2012. 

Risk Failure to audit the activities and current processes by IAU resulted 

in OPRK not having information on current issues in terms of 

effectiveness of internal controls during 2012. 

Recommendation 12 Management should ensure that the IAU focuses more in the 

current year, where management may be informed in details for 

ongoing activities and measures undertaken for improvement. 
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6 Overall conclusion 

Our overall conclusion reflects our review of the controls associated with the AFS, 

Financial Management and Control and the Internal Audit System.  

In most areas OPRK designed internal control systems that provide the basis for securing 

effective and efficient use of public money and/or the provision of good quality 

information which supports management decision making.  

As a result of the audit carried out, we concluded that OPRK prepared its annual 

financial statements in accordance with external reporting framework, but information on 

assets available to OPRK are disclosed in the annual financial statements according 

purchase value and not according to their net value. 

OPRK management prepared an Action Plan (AP) to address earlier given 

recommendations, but complete implementation still remains a challenge. 

Information and communication system was not operating at the appropriate level 

between the procurement officer and officers responsible for budget and other 

departments in order to discuss their procurement requirements and budget available for 

2012. In absence of such communication, and preliminary analysis, OPRK failed to 

provide a proper procurement plan. 

OPRK should increase efforts to implement FMC rules in all structures, programs, 

operations and processes managed by adhering to principles of legality and sound 

financial management which provide reasonable assurance that organization‟s risks are 

managed effectively.  
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Annex I: Explanation of the different types of opinion 

applied by the OAG 

(extract from ISSAI 400) 

9. An audit opinion is normally in a standard format, relating to the financial statements 

as a whole, thus avoiding the need to state at length what lies behind it but conveying by 

its nature a general understanding among readers as to its meaning. The nature of these 

words will be influenced by the legal framework for the audit, but the content of the 

opinion will need to indicate unambiguously whether it is unqualified or qualified and, if 

the latter, whether it is qualified in certain respects or is adverse (paragraph 14) or a 

disclaimer (paragraph 15) of opinion.   

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

that:   

a) the financial statements have been prepared using acceptable accounting bases 

and policies which have been consistently applied;  

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

c) the view presented by the financial statements is consistent with the auditor's 

knowledge of the audited entity; and  

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

statements. 

11. Emphasis of Matter. In certain circumstances the auditor may consider that the reader 

will not obtain a proper understanding of the financial statements unless attention is 

drawn to unusual or important matters. As a general principle the auditor issuing an 

unqualified opinion does not make reference to specific aspects of the financial 

statements in the opinion in case this should be misconstrued as being a qualification. In 

order to avoid giving that impression, references which are meant as "emphasis of 

matter" are contained in a separate paragraph from the opinion. However, the auditor 

should not make use of an emphasis of matter to rectify a lack of appropriate disclosure 

in the financial statements, nor as an alternative to, or a substitute for, qualifying the 

opinion.   
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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 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 II: Prior year recommendations  

Audit 

Component 

Recommendation  given Recommendation 

fully addressed  

Partly addressed Not 

addressed 

1. Budget 

planning and 

execution  

In cooperation with the President and other 

relevant bodies find a solution regarding the 

President‟s residence.  

 Steps have been taken in 

addressing our recommendations 

by OPRK management, but still 

there is no decision on starting the 

works for constructing the 

facilities. 

 

2. Financial 

statements  

Shortcomings in AFS on the reporting of capital 

and non-capital assets are analyzed and that 

the information in the coming 9 month 

Financial Statements is accurate.  

 OPRK updated the asset registry. 

Asset are now registered in their 

net value, but presentation in AFS 

was made by purchasing their 

value 

 

3. Remunerations 

(wages and 

Salaries) 

Payment of family pension to the family of 

former president is classified as a subsidy. 

Yes    

4. Purchases 

through 

procurement 

Procurement planning is done in line with the 

real needs of the institution and align to the 

budget available;  

 Measures have been taken when it 

comes to establishing controls over 

the procurement process, but 

additional controls should be 

 



 

OFFICE OF THE AUDITOR GENERAL 

 

28 

Procurement procedures are implemented fully 

in compliance with legal requirements; and  

An internal guideline on procurement is 

adopted aimed at raising the awareness 

amongst staff regarding new legal 

requirements.  

established regarding compliance 

with procurement procedures. 

5. other 

purchases 

Controls are increased in the payment sector 

with aim to classification, recording and 

calculating the expenditures are made in 

accordance with legal requirements;  

The possibility of regulating the issue of official 

travelling expenditures through an internal 

guideline or regulation is analysed; and  

All supplies that can be planned are made 

through procurement procedures and petty 

cash is spent only for purposes allowed under 

provisions of the law. 

    

6. Asset 

Management 

Continuing efforts are taken in correcting the 

accounting register until the completion of all 

required corrections; and  

Sufficient training is provided for the Asset 

officer.  

  No 

measures 

are taken 
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7. Internal Audit All recommendations of the IAU are addressed 

in order to avoid the identified shortcomings;  

IAU focuses more on areas where setbacks are 

identified in internal controls; and  

Efforts are increased to fulfil the annual audit 

plan 

 Management through the Audit 

Committee addressed the 

recommendations given and 

internal audit is focused on high-

risk areas such as the areas of 

procurement, but the IAU should 

focus more in auditing the current 

processes. 

 

 


