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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 145 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 report on 

the Annual Financial Statements of the Office of the President of the 

Republic of Kosovo in consultation with the Assistant Auditor 

General Ibrahim Gjylderen, who supervised 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 Jusuf Kryeziu (Team Leader) and Igballe Halili.  
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Executive Summary  

Introduction  

This report summarises the key findings from our audit of the 2013 Annual Financial 
Statements of the Office of the President which determine the Opinion given by the Auditor 
General. I would like to thank the General Secretary of the Office of the President and his 
team for their assistance during the audit process. 

The examination of the 2013 Annual 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 Annual Financial Statements. The approach taken is set out in 
our Audit Planning Memorandum dated 06/11/2013.    

Our audit focus has been on: 

 The compliance with the reporting framework and the significant risks to the Annual 
Financial Statements  highlighted in the Audit Planning Memorandum; 

 The response to our 2012 and earlier recommendations; and 

 The Financial Management and Internal Control of the Office of the President 
(including budget execution and management). 

The level of work undertaken by the Office of the Auditor General to complete the 2013 
audit is a direct reflection of the quality of the internal controls implemented by 
management.   

Opinion 

Annex I explains the different types of Opinions applied by the Office of the Auditor 
General. The Auditor General‟s opinion is: 

In our opinion the Annual Financial Statements present a true and fair view in all material 
aspects (ISSAI 200 Unmodified Opinion). 

Overall Conclusion 

Our overall conclusion based on the detailed sections of this report is that: 

Internal control system of the Office of the President has been designed properly and 
operated as intended with the exception of some cases which should be taken into account 
in order not to reduce the credibility of control systems.  

Our conclusion related to financial control and management is that a slight progress was 
made since 2012 in the area of managing expenditures through procurement procedures. 
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Notwithstanding this, the level of controls in the area of planning and budget execution was 
insufficient to ensure the increase of efficiency within the Office of the President. Being more 
cautious in planning stage with a specific focus on preparation of a good procurement plan 
is indispensable and should be a priority for the Office of the President.  

In addition, the existing control framework in process of payments for Goods and Services, 
and Wages and Salaries provide no assurance that control activities are operational.  

In order to enhance controls, we have given our recommendations last year which were not 
taken into consideration by Office of the President at a satisfactory level for improving 
financial controls and enhancing other aspects of operational activity. We have considered 
the responses to our 2012 recommendations and found that a slight progress was made. 
However, our review highlighted that same shortcomings are evident in some areas and 
concrete actions should be taken in order to eliminate them.  

The Auditor General’s key recommendations are that the President of the Republic of 
Kosovo through the General Secretary should ensure that:  

 An action plan is revised and a practical and challenging timetable for addressing the 

recommendations made by the Auditor General is set out with accountable staff 

members identified and initial focus on those areas of greatest significance. The 

implementation of plan should be reviewed by Office of the President on quarterly 

basis; 

 A systematic assessment of reasons relating to the low level of overall budget 

execution is made. Budget performance should be monitored on monthly basis and 

obstacles to the planned levels of budget execution should be identified and 

addressed in time;  

 A transparent environment of control in procurement management has been created, 

starting from preparation of a good procurement plan, correctly identifying real 

needs for Capital Investments, and Goods and Services in order to meet the 

organisational objectives;  

 An operational system of control is put in place within processing of payments for 

Goods and Services ensuring that payments are recorded and reported into adequate 

economic  categories to eliminate systematic shortcomings in this area; and  

 An operational system is put in place within the management of Wages and Salaries 

with specific focus on managing overtime work and approving additional per diems 

to ensure that payments are carried out within the legal framework and have been 

proved with sufficient evidence.   

Management’s response – 2013 audit  

The management has agreed with our audit findings and committed himself to address the 
recommendations given. 
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1 Audit Scope and Methodology  

It is the responsibility of the Office of the President (OP) to prepare Annual Financial 
Statements (AFS) under the International Public Sector Accounting Standards (IPSAS) for 
„Financial Reporting under the Cash Basis for Accounting‟ and other specific requirements. 
The Office of the Auditor General (OAG) is responsible for carrying out a Regularity Audit 
which involves the examination and evaluation of the AFS and other financial records and 
expression of opinions on:  

 Whether the AFS give a true and fair view of the accounts and financial affairs for the 

audit period;  

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

and regulations;  

 The appropriateness of internal controls and internal audit functions; and  

 All matters arising from or relating to the audit.  

We have considered the extent to which management controls can be relied upon when 
determining the overall testing required to provide the necessary level of evidence to 
support the Auditor General‟s (AG) opinion and the focus of our audit. 

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 
how the Management have addressed recommendations made in the report on 2012 may be 
found in Annex II. 

For completeness we have included issues identified at the interim audit where they remain 
relevant.  Our findings are defined as: 

High Priority - issues which may result in a material weakness in internal control and where 
action will offer the potential for improvements to the efficiency and effectiveness of internal 
controls; and 

Medium Priority - issues which may not result in a material weakness but where action will 
also 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. Findings considered low priority will be reported separately to 
finance staff.  
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2 Annual Financial Statements and other External 

Reporting Obligations   

Overall Conclusion  

Our review of the AFS 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 Chief Administrative Officer (CAO) and Chief 

Financial Officer (CFO) when the draft AFS are submitted to the Government. 

The declaration regarding presentation of the AFS 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.   

Our overall conclusion is that AFS are of a good quality and disclosures provide sufficient 

clarifications on financial and operational activities of OP for 2013. In addition, all other 

external reporting obligations not related to AFS were fully met.  

 

2.1 Audit Opinion  

Unmodified Opinion1   

In our opinion the Annual Financial Statements present a true and fair view in all material 

aspects (ISSAI 200 Unmodified Opinion). 

 

 

                                                      
1 The term ,”unmodified opinion‟‟ is equivalent to the term ,”unqualified opinion‟‟ used in our previous year‟s 
reports. The new wording is in accordance with the new INTOSAI audit standards (ISSAI 200). For more 
information refer to Annex 1. 
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2.2 Compliance with AFS  reporting requirements  

Description 

The AFS are required to comply with a specified reporting framework. We considered: 

 MoF Regulation no. 03/2013– on Annual Financial Statements of Budget 

Organisations; and 

 Requirements of LPFMA no. 03/ L-048. 

We have no issues to raise on these matters. Given the above - the Declaration made by the 

CAO and CFO can be considered true and fair.  

Recommendations   

We have no recommendations in this area.  

 

2.3 Compliance with other External Reporting Requirements  

Description  

OP is required to address the following external reporting obligations other than producing 

AFS such as: 

 Budget request; 

 Quarterly reports including nine month financial statements; 

 Action plan for addressing audit recommendations; and  

 Draft procurement and final procurement plan.  

We have no issues to raise on these matters. The Office of the President has met all external 

reporting requirements in the appropriate quality adhering to the timelines.  

Recommendations 

We have no recommendation in this area. 
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3 Year Recommendations 

Overall Conclusion  

OP has made a limited progress in the addressing of prior year recommendations and a 

number of significant issues should be further addressed to ensure the improvement of key 

financial management areas of financial management and control.  

Description   

Our Audit Report on the 2012 AFS resulted in 12 key recommendations. OP prepared an 

Action Plan stating how all recommendations will be addressed within the specified period.  

At the end of our 2013 audit, five recommendations have been fully addressed, one is 

partially addressed; and six have not been addressed yet. For a more thorough description 

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

Recommendation  

 

Issue  1 - Addressing Prior Year Audit Recommendations – High Priority  

Finding  Prior year recommendations were not fully addressed and as a result 

same shortcomings were repeated in 2013 in the area of planning and 

budget execution, remuneration of employees and in the category of 

Expenditures.  

Risk The continued weakness of internal controls in key financial systems 

resulted in: 

 Continued inefficiency in budget planning and execution in 

particular within Subsidies and Utilities; and 

 Shortcomings in complying with expenditure procedures and 

their categorisation.  

Recommendation 1 The action plan should be revised and a practical and challenging 

timetable for addressing the recommendations made by the AG 

should be set out with accountable staff members identified and with 

initial focus on those areas of greatest significance. The 

implementation of plan should be reviewed by OP on quarterly basis.  
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4 Financial Management and Control 

Overall Conclusion  

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

management to secure effective financial management and control and the results of this 

action.  For individual financial systems we seek to identify the level at which actual controls 

operate.  

We consider whether controls are well designed, have been implemented as planned and 

operate effectively. However, in some aspects, such as budget management, procurement 

processes and asset management still needs to be improved.  This requires an assessment of 

structures, processes and accountability lines introduced by management.  

4.1 Budget Planning and Execution 

Description 

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

economic categories and revenues collected. This is highlighted in the following tables: 

Table 1 Sources of budgetary Funds - outturn against the budget (in €) 

Description 
Initial 

Budget 
Final 

Budget2 
2013 

Outturn 
2012 

Outturn 
2011 

Outturn 

Sources of Funds      1,876,504 1,876,504 1,474,314 1,422,994 1,230,155 

Government Grant -
Budget  

   1,876,504 1,876,504 1,474,314 1,422,994 1,230,155 

The final budget, compared with the initial budget, is the same and the Government Grant 

was the only source of financing OP‟s activities for 2013 period.  

OP used 79% of the final budget in 2013 or €1,474,314. However, the level of budget 

execution remains at an unsatisfactory level.  

  

                                                      
2 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of 

Finance. 
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Table 2 Spending of funds by economic categories - outturn against the budget (in €)  

Description 
Initial 

Budget 
Final 

Budget 
2013 

Outturn 
2012 

Outturn 
2011 

Outturn 

Spending of funds 
broken down by 
economic categories 

 1,876,504 1,876,504 1,474,314 1,422,994 1,230,155 

Wages and Salaries 694,504 694,504 547,820 511,192 440,000 

Goods and Services  990,000 990,000 885,013 860,743 768,000 

Utilities 52,000 22,000 12,206 11,061 14,000 

Subsidies and Transfers 40,000 70,000 29,276 39,998 7,000 

Capital Investments  100,000 100,000 0 0 0 

Explanations for changes in budget categories are given below: 

The final budget compared to the initial budget was changed for Utilities which in the final 
budget was reduced by €30,000, while the category of Subsidies and Transfers increased by 
€30,000. This was done in mid-year review upon OP‟s request.  

There was a better budget execution in the category of Goods and Services, expressed in 

percentage about 90%. The budget execution for 2013 in the category of Wages and Salaries 

was about 80%. According to OP, the reason for under spending of Wages and Salaries was 

lack of space in premises for recruiting new positions.  

Although there was an increase in the category of Subsidies and Transfers from initial 

budget, there was low execution in this category and expressed in percentage was about 

42%. In addition, the low budget execution is found with the category of utilities, where the 

expenditures made, compared to the budget planned, were in 55%.  

Budget for Capital Investments was €100,000, while the execution for this category was null. 

In this aspect, Public Investment Programme (PIP) with the initial budget incorporates an 

ongoing project from previous year, which has been dedicated for construction of the White 

House (a project which was not finalised in 2013).  
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Recommendation  
 

Issue  2 – Budget Execution  – High Priority  

Finding  Budget execution was not at the expected level. The OP did not 

manage to fully execute its budget for this year. The budget was 

executed at 79%. Even if we do not incorporate the budget for Capital 

Investment and Wages and Salaries in our analyses, the budget 

execution for other categories as Subsidies and Transfers and Utilities 

continues to remain low.   

Risk Low budget execution level may result in a failure to meet 

organisational objectives in general.  

Recommendation 2 The General Secretary should systematically assess reasons related to 

the low level of overall budget execution. Budget performance should 

be monitored on a monthly basis and identify and address barriers to 

planned levels of budget execution in time.   

 

4.2 Expenditures 

4.2.1 Procurement 

Description 

At the beginning of 2013, the OP planned to spend the amount of €1,142,200 through 

procurement, while the execution at the end of 2013 was €251,379. The budget used belongs 

to the category of Goods and Services. As we have mentioned above, the budget for capital 

investments was not executed at all.  

There are a number of cases when aspects of procurement processes were not considered 

over which controls were not applied. In general, there is progress in this aspect, compared 

with previous year.  

We have identified the following issues:  
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Recommendations  
 

Issue  3 – Systematic Weaknesses in Procurement Planning – High Priority 

Finding  Procurement plan foresaw procurement activities for Goods and 

Services in the amount of €1,042,200 whilst €251,379 was spent. The 

reason for this difference is that Procurement Manager planned 

payments in the procurement plan, to be executed during 2013, which 

were a result of contracts signed in 2012.  

All projects in the procurement plan were classified as Goods and 

Services with the exception of the Building of the President which was 

a Capital Investment. However, during 2013, OP executed payments 

on behalf of Goods and Services which according to nature and value 

linked to Capital Investments. This has been thoroughly disclosed in 

issue 6.  

This plan included expenditures for Utilities such as: expenditures for 

Electricity and landline telephony in the total amount of €52,000. 

Furthermore, the maintenance services for vehicles, building and IT in 

the total amount of €109,000 were foreseen as a group of services.   

 Contract for “Polishing Services‟ was signed during 2013, but not 

foreseen in the procurement plan and neither was the notice 

submitted to Central Procurement Agency (CPA). According to 

Procurement Manager, this contract was signed within the activity 

foreseen in the plan “Services for maintenance of vehicles”.  

Risk Insufficient monitoring by management in preparing a good 

procurement plan increases the risk for irrational spending of public 

funds. 

Recommendation 3 The General Secretary should ensure that a transparent environment 

of control in procurement management is created, starting from 

preparation of a good procurement plan, accurate identification of real 

needs for Capital Investments, and Goods and Services in order to 

reduce risks/deviations from legal rules.  
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Issue  4 – Systematic weaknesses in classification of expenditures – High Priority 

Finding  In the contract “Supply with other equipment” in the amount of 

€8,628, OP was supplied with three devices in an individual amount 

of over €1,000.  Payment was made from economic code 13509 other 

equipment under €1,000. Equipment over €1,000 belong to Capital 

Investments and supply/payment was supposed to be planned/made 

from this category, namely from the code 31690 (equipment over 

€1,000).  

In addition, in the contract “Supply with tools for medals and gold 

plated medals” payments in the amount of €3,564 and the other 

€14,256 (tools for medals processing) were recorded in the code 13610 

qualified as office supply which were executed from the category of 

Goods and Services.  From the nature and value, these equipments 

should be planned and/or executed from capital investments and 

should be recorded in the category of Capital Investments in 

respective codes.    

 In the contract “Supply and Mounting Air Conditioners”, the 

payment made in the amount of €995 on behalf of maintenance which 

was foreseen in contract was processed / recorded as other equipment 

in the economic code 13509 “Supply under €1,000”. However, this 

payment should have been processed and recorded in the respective 

economic code 14050 “Maintenance of equipment”.  

Risk Execution of Capital Investments from Goods and Services reduces 

transparency relating to Capital Investments. At the same time, wrong 

expenditure recording in inadequate categories and codes impacts the 

loss of confidence on the quality of information reported thus 

overestimating one category and underestimating the other 

expenditure category.    

Recommendation 4 The General Secretary should ensure that an operational control 

system is put in place when it comes to processing of payments for 

Goods and Services securing that payments are recorded and reported 

in adequate economic codes in order to eliminate systematic 

deficiencies in this area.   
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Issue  5 – Non systematic weaknesses – Receiving services without a Committee in place – 

Medium Priority  

Finding  In the contract “Polishing Services”, service were received without a 

Committee in place which would confirm that services contracted are 

carried out for certain vehicles.  

Risk Receiving Goods and Services without a Committee in place increases 

the risk for irrational spending of public funds and reduces assurance 

that public funds have been used for contracted Goods and Services.  

Recommendation 5 The General Secretary should ensure better controls when receiving 

Goods and Services ensuring that payments are made for goods 

contracted.  

4.2.2 Non Procurement Expenditure 

Description 

Non procurement expenditures refer to all those purchases which due to their nature do not 

require using public procurement procedures. This includes expenditures for landline 

telephony, per diems for official trips, utilities, etc.  As a result of our review, the following 

issues resulted:  

Recommendations 
 

Issue  6 – Weaknesses in executing and recording payments for per diems within the 

country - Medium Priority 

Finding  Payments (per diems) for the Consultative Council for Communities 

were made without sufficient evidence which would prove the 

participation of members in meetings. In addition, expenditures were 

registered in the economic code 13130 “Travel expenditures within the 

country”; instead of being recorded in the adequate code 13131 “Per 

diems for trips within the country”.  

Risk Executing payments in absence of sufficient evidence for participation 

in meetings increases the risk of a failure to meet the certain objectives 

of OP for this issue and the recording in inadequate codes has an 

impact in quality of information reported.  
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Recommendation 6 The General Secretary should ensure that sufficient evidence on 

meetings held is provided prior to payments made. In addition, 

expenditures should be recorded in adequate codes in order to 

provide quality reporting.  

4.2.3 Remunerations (Wages and Salaries) 

Description 

Wages and Salaries are paid through a centralised system. Controls operated by the Office of 

the President relate to authorisation of payroll, an analysis of variances and different 

reconciliations. For 2013, OP planned €694,504 in the category of Wages and Salaries. It 

executed €547,820 or about 80%.   

Recommendation  
 

Issue  7 – Systematic weakness in remunerations for OP employees – High Priority  

Finding  Payments made for remunerations for the overtime work in the 

amount of €318 and €528, besides being approved three months with 

delay, no information was provided for the same relating to reasons, 

purpose and type of works carried out in overtime, with the exception 

of specification for dates of engagement and hours spent in overtime. 

In addition, calculation was not made in accordance with rates (level) 

set out in Regulation 33/2012 for salary allowances and other 

remunerations for civil employees.  

There were remunerations made for the 5th anniversary of 

independence for 21 employees with €200 each in the payroll list for 

March. This remuneration was not based on any Law or Regulation.   

In two cases, officers of the OP are paid for participation in Committee 

with €300 each. This payment was made in a lump sum without any 

legal grounds.  

Risk Shortcomings presented in remuneration of employees and 

inappropriate documentation of overtime work leaves room for 

suspicions on payments made and confidence against the controls in 

OP may be lost.   

Recommendation 7 The General Secretary should increase the level of control in 

remuneration of employees and should ensure sufficient evidence and 

caution relating to overtime work and related payments.   
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Issue  8 – Inappropriate segregation of duties and responsibilities  – Medium Priority 

Finding  In one case, we have found that there was no appropriate segregation 

of duties and responsibilities, namely IT Manager at the same time 

holds the position of the alternative Certifying Officer. However, as a 

result of audit covering expenditures and the interviews carried out 

with competent officers within the OP, we have found that the same 

one certifies all cases.   

Risk Failure to assess risks when delegating duties resulted in conflict of 

interest and losses financial importance that the delegated 

responsibility has.   

Recommendation 8 The General Secretary should ensure that risks are assessed when 

delegating duties in order to avoid conflicts of interest and safeguard 

the financial importance entrusted with the area covered by 

responsibility.    

 

4.2.4 Subsidies and Transfers  

Description 

In general, OP has an operational system in managing Subsidies and Transfers. According to 

the KFMIS records, the budget for category of Subsidies and Transfers was €70,000. The 

expenditures were €29,267 or about 42% of budget.  

We have not indentified any issue to be reported in this area.  

Recommendations 

We have no recommendations in this area.  
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4.3 Assets and Liabilities  

4.3.1 Capital and Non Capital Assets   

Description 

The value of capital assets (above €1,000) given in AFS was €82,400, while the value of non 

capital assets (under €1,000) was €88,800 and the stocks in the amount of €172,900. 

The OP established a Committee for asset stocktaking which completed stocktaking and 

prepared the stocktaking report.  

The OP implemented the prior year recommendation given by AG related to the Asset 

Officer and asset register. As a result of this, the OP prepared the asset register and staffed 

the position of the Asset Officer who will be responsible for asset management.  

Recommendations 
 

Issue  9 – Weaknesses in Asset Management – Medium Priority  

Finding  The OP did not establish an Asset Evaluation Committee. Assets 

evaluation was not done for 2013, neither were the non capital assets 

and stocks recorded in the “E-system” system.  

Risk Lack of asset evaluation and shortcomings in recording not only is 

contrary to Regulation no. 02/2013 on non financial asset 

management, but it also increases the risk against the accuracy of data.   

Recommendation 9 The General Secretary should ensure that assets are fully managed to 

ensure the accuracy of data to be kept in registers. The asset 

evaluation each year and the comparison of reports with the overall 

registration of assets of OP as well as recording non capital assets in 

the E-asset system should be secured. 
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4.3.2 Handling of Debts 

Description 

OP disclosed outstanding liabilities in the AFS for 2013 in compliance with the Financial 

Rule no. 02/2013/MoF on Reporting on Outstanding Liabilities of Budget Organisations. 

The value of outstanding liabilities was €17,462. These liabilities are carried forward to be 

paid in 2014. However, if we compare it with last year, liabilities they have decreased by 

€3,944 as were at the end of 2012 in the amount of €21,406.  

We have not found any irregularity or misstatement and we have no issue to raise on these 

matters.   

Recommendations  

We have no recommendations in this area.  

4.4 Internal Audit System 

Description 

Internal audit system is a key part of internal control. 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 Unit (IAU) and the Audit 

Committee (AC).  

OP established the IAU which is comprised of an Audit Director. Further on, OP established 

an AC comprised of three members.  

IAU produced an Annual Audit Plan for 2013, which has foreseen to carry out four regular 

audits and audits upon request. The audit plan was almost the same with the previous year 

including the number and the type of audits and it did not extend the scope by including 

assets and personnel management.  

During 2013, this unit carried out two regular audits and one was carried out for the 

addressing recommendations given in these two audits. Internal Audit reports resulted in 

Findings and Recommendations.   

IAU prepared Quarterly and Annual Reports for its work and activities. During the year, the 

Committee held four regular meetings discussing IAU reports, strategic plan and other 

issues relating to the Internal Audit.  
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Recommendations 
 

Issue  10 – Shortcomings in IAU - High Priority  

Finding  Internal Audit Unit did not manage to carry out all planned audits. 

Despite the fact that an audit plan was almost the same with the 

previous year and had no scope which would include the organisation 

as a whole.  

In addition, the Internal Audit Officer (Director) still did not complete 

training courses organised by CHU/IA for licensing of auditors.  

Risk Shortcomings presented in IAU, starting from production of an audit 

plan, plan execution, and attending in adequate training for 

enhancing audit quality.   

Recommendation 10 The Management should work with the IAU Director to ensure that:  

Sufficient assurance is obtained by IAU on operation of controls in 

areas where the risk assessments are foreseen to be high. In the 

coming years, the fulfilling activities planned by IAU should be 

monitored on monthly basis and proactive actions should be taken in 

order that deviations from the plan are addressed in a timely manner;  

When preparing an annual plan, IAU extended objectives and 

includes a wider scope in order to assist and add value to the 

organisational management;  

Internal Audit Officer (Director) followed and completed training 

courses successfully organised by CHU/IA in order to have an impact 

on enhancing the quality of internal audits.   
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Annex I: Explanation of the different types of opinion 

applied by the OAG  

(extract from ISSAI 200) 

Form of opinion 

147. The auditor should express an unmodified opinion if it is concluded that the financial 

statements are prepared, in all material respects, in accordance with the applicable financial 

framework. 

If the auditor concludes that, based on the audit evidence obtained, the financial statements 

as a whole are not free from material misstatement, or is unable to obtain sufficient 

appropriate audit evidence to conclude that the financial statements as a whole are free from 

material misstatement, the auditor should modify the opinion in the auditor‟s report in 

accordance with the section on “Determining the type of modification to the auditor‟s 

opinion”. 

148. If financial statements prepared in accordance with the requirements of a fair 

presentation framework do not achieve fair presentation, the auditor should discuss the 

matter with the management and, depending on the requirements of the applicable financial 

reporting framework and how the matter is resolved, determine whether it is necessary to 

modify the audit opinion. 

Modifications to the opinion in the auditor’s report 

151. The auditor should modify the opinion in the auditor's report if it is concluded that, 

based on the audit evidence obtained, the financial statements as a whole are not free from 

material misstatement, or if the auditor was unable to obtain sufficient appropriate audit 

evidence to conclude that the financial statements as a whole are free from material 

misstatement. Auditors may issue three types of modified opinions: a qualified opinion, an 

adverse opinion and a disclaimer of opinion. 
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Determining the type of modification to the auditor’s opinion 

152. The decision regarding which type of modified opinion is appropriate depends upon: 

 The nature of the matter giving rise to the modification – that is, whether the 

financial statements are materially misstated or, in the event that it was impossible to 

obtain sufficient appropriate audit evidence, may be materially misstated; and 

 The auditor‟s judgment about the pervasiveness of the effects or possible effects of 

the matter on the financial statements. 

153. The auditor should express a qualified opinion if: (1) having obtained sufficient 

appropriate audit evidence, the auditor concludes that misstatements, individually or in the 

aggregate, are material, but not pervasive, to the financial statements; or (2) the auditor was 

unable to obtain sufficient appropriate audit evidence on which to base an opinion, but 

concludes that the effects on the financial statements of any undetected misstatements could 

be material but not pervasive. 

154. The auditor should express an adverse opinion if, having obtained sufficient 

appropriate audit evidence, the auditor concludes that misstatements, individually or in the 

aggregate, are both material and pervasive to the financial statements. 

155. The auditor should disclaim an opinion if, having been unable to obtain sufficient 

appropriate audit evidence on which to base the opinion, the auditor concludes that the 

effects on the financial statements of any undetected misstatements could be both material 

and pervasive. If, after accepting the engagement, the auditor becomes aware that 

management has imposed a limitation on the audit scope that the auditor considers likely to 

result in the need to express a qualified opinion or to disclaim an opinion on the financial 

statements, the auditor should request that management remove the limitation. 

156. If expressing a modified audit opinion, the auditor should also modify the heading to 

correspond with the type of opinion expressed. ISSAI 170519 provides additional guidance 

on the specific language to use when expressing a modified opinion and describing the 

auditor‟s responsibility. It also includes illustrative examples of reports. 
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Emphasis of Matter paragraphs and Other Matters paragraphs in the auditor’s report 

157. If the auditor considers it necessary to draw users‟ attention to a matter presented or 

disclosed in the financial statements that is of such importance that it is fundamental to their 

understanding of the financial statements, but there is sufficient appropriate evidence that 

the matter is not materially misstated in the financial statements, the auditor should include 

an Emphasis of Matter paragraph in the auditor‟s report. Emphasis of Matter paragraphs 

should only refer to information presented or disclosed in the financial statements. 

158. An Emphasis of Matter paragraph should: 

 be included immediately after the opinion; 

 use the Heading “Emphasis of Matter” or another appropriate heading; 

 include a clear reference to the matter being emphasised and indicate where the 

relevant disclosures that fully describe the matter can be found in the financial 

statements; and 

 indicate that the auditor‟s opinion is not modified in respect of the matter 

emphasised.  

159. If the auditor considers it necessary to communicate a matter, other than those that are 

presented or disclosed in the financial statements, which, in the auditor‟s judgement, is 

relevant to users‟ understanding of the audit, the auditor‟s responsibilities or the auditor‟s 

report, and provided this is not prohibited by law or regulation, this should be done in a 

paragraph with the heading “Other Matter,” or another appropriate heading. This 

paragraph should appear immediately after the opinion and any Emphasis of Matter 

paragraph.  
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Annex II: Prior Year Recommendations  

Audit 
Component 

Recommendation  given Recommendation 
fully addressed  

Partly 
addressed 

Not 
addressed 

2. 2 Quality and 
accuracy of 
information 
given in annual 
financial 
statements 

Issue - Accounts Production Process – Priority Significant  
Management should ensure that when 2013 accounts are drafted, 
OPRK assets are presented according to their net value. 

 

 

 

X  

 

 

 

3. Prior year 
recommendations 
(2011)  

Issue - Addressing Prior Year Audit Recommendations – 
Priority Significant  
Management should review the action plan to ensure that the  
accountable staff understood delegated responsibilities and tasks  
and timetables as defined in the plan. Further, OPRK should 
identify the issues which are of great importance especially those 
with systematic deficiencies.  

X    

4.2 Budget 
planning and 
execution  

Issue - Budget Execution – Priority Significant  
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.  

  X  

4.3 Reporting 
requirements  

Issue - Reports on internal control, including self -assessment 
report - Priority Significant  
It should take appropriate steps in order to ensure that self - 
assessment and internal control reports are prepared on all sectors 
of the OPRK.  
 

  

 

 

X  
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4.4.1 
Procurement  

Issue - Failure to reconcile procurement plan and the budget – 
Priority Significant  
Management should ensure that procurement plan is prepared 
having in mind the budget approved for the respective year.  
 
Issue - Numerous contracts for same items –Priority other 
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 
 
Issue - Payment for capital equipment from Goods and Services 
– Priority Significant 
Management should ensure that all expenditures are made in line 
with budget appropriations as required by LPFMA. 
 
Issue - Recording in wrong economic codes 
Priority Other 
The Management should ensure that all expenditures are 
recorded within respective economic codes. 

  

 

 

 

 

X  

X 

 

 

 

 

 

 

 

 

 

 

X  

 

 

 

X  

4.4.2 Other 
expenditures  

Issue - Failure to timely close the advances for official travel- 
Priority -  Significant  
Management should review such cases in order to identify the 
reasons and persons responsible for not justifying advances and 
undertake measures to close them by adhering to timelines. 

X    

4.4.3 
Remunerations 
(Wages and 
Salaries)  

Issue – Remunerations for overtime engagement  – Priority 
Significant  
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. 

  X  
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4.5.1  Issue - Recording assets within accounting register (KFMIS) – 
Priority - Significant 
The controls on recording transactions in the accounting registers 
should be strengthened, their management should be done by 
authorized, competent and trained officials.  

X    

5. Internal audit 
system  

Issue - Focus of internal audit in current activities  – Priority - 
Significant  
Management should ensure that the IAU focuses more in the 
current year, where management maybe informed in detail for  
ongoing activities and measures undertaken for improvement.  

X    

 

 


