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The National Audit Office of the Republic of Kosovo is the highest 

institution of economic and financial control which, according to 

the Constitution and domestic laws, enjoys functional, financial 

and operational independence. The National Audit Office 

undertakes regularity and performance audits and is accountable 

to the Assembly of Kosovo.  

Our Mission is to contribute to sound financial management in the 

public administration. We perform audits in line with 

internationally recognized public sector auditing standards and 

good European practices. 

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base for 

holding managers’ of individual budget organisations to account. 

We are thus building confidence in the spending of public funds 

and playing an active role in securing taxpayers’ and other 

stakeholders’ interests in enhancing public accountability. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Office of the Prime Minister in 

consultation with the Assistant Auditor General, Valbon Bytyqi,   

who supervised the audit. 

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

by Arian Haxha (Team Leader) and Refiqe Morina (member) 

under the management of the Head of Audit Department, Arvita 

Zyferi.    

 

 

NATIONAL AUDIT OFFICE-St. Musine Kokollari, No. 87, Prishtina 10000, Kosova 
Tel: +381(0) 38 60 60/1011 

http://zka-rks.org  
 

http://zka-rks.org/
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Executive Summary  

Introduction  

This report summarises the key issues arising from our audit of the 2016 Annual Financial Report 

of the Office of the Prime Minister (OPM), which determines the Opinion given by the Auditor 

General. The examination of the 2016 financial statements was undertaken in accordance with the 

International Standards on Supreme Audit Institutions. Our approach included such tests and 

procedures as we deemed necessary to arrive at an opinion on the financial statements. The 

applied audit approach is set out in our External Audit Plan1 dated 21/10/2016.   

Our audit focus (detailed in Annex 1) has been on: 

 

The level of work undertaken by the National Audit Office to complete the 2016 audit is a direct 

reflection of the quality of internal controls implemented by the Management of the OPM.   

Opinion of the Auditor General 

Unmodified Opinion with Emphasis of Matter 

The Annual Financial Statements present a true and fair view in all material aspects.  

Emphasis of Matter 

From the category of capital investments, €2,299,007 was wrongly budgeted and paid, for projects 

which by nature belong to the category of Goods and Services, as well as subsidies, and there were 

no evidence for justifying expenditures from the category of subsidies in the amount of €127,450. 

For more, please refer to Section 1.1 of this report.  

Annex II explains the different types of Opinions applied by the National Audit Office. 

We would like to thank the Secretary General and his staff for the cooperation during the audit 

process.  

                                                      
1 The term External Audit Plan replaces the term Audit Planning Memorandum 

The Annual Financial 
Statements

Governance
Financial Management 

and Control
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Key Conclusions and Recommendations  

 

 

 

 

OPM Management response – audit 2016  

OPM Management has taken into consideration and agreed with the detailed audit findings and 

conclusions and committed to address the recommendations given.   

Emphasis of Matter reflects 
weaknesses in controls to ensure 

that expenditures from the 
category of subsidies are justified 

with sufficient and relevant 
evidence as well as to confirm 

proper classification of 
expenditures  

The Secretary General and FVA Chief 
Executive Officer should analyse the 
reasons for Emphasis of Matter and 

identify actions required to ensure that 
expenditures for subsidies have been 
justified with sufficient evidence and 

expenditures classified in the appropriate 
categories to enable a fair and true 

presentation in the AFS of 2017 (see 
section 1.1)

The self-assessment process and 
response to prior year audit 

recommendations are not being 
addressed as required to ensure 
organisational development and 

improvement

The Secretary General should implement 
a rigorous process to ensure the self-

assessment process and prior audit year 
recommendations are proactively 

addressed with key issues/progress 
reported to senior management on a 
monthly basis. (see issues 2 and 3)

Controls in processing of 
payments, asset management and 
procurement have not operated as 

intended therefore systematic 
shortcomings in these areas could 

not be prevented

The Secretary General and Chief Executives 
of Agencies should undertake a detailed 

procurement review and other areas 
highlighted in this report to identify the 
reasons for the weaknesses and take the 
necessary actions to address them (see 

Section 3)
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1 Annual Financial Statements and other External 

Reporting Obligations   

Introduction  

Our review of the Annual Financial Statements (AFS) of the Office of the Prime Minister (OPM) 

considers both compliance with the reporting framework and the quality and accuracy of 

information recorded in the AFS. We also consider the Declaration made by the Chief 

Administrative Officer and Chief Financial Officer when the draft AFS are submitted to the 

Ministry of Finance (MoF). 

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 AFS.  These 

declarations are intended to provide the Government with the assurance that all relevant 

information has been provided to ensure that a comprehensive audit can be undertaken.   

1.1 Audit Opinion  

Unmodified Opinion with Emphasis of Matter  

We have audited the AFS of the Office of the Prime Minister for the year ended on 31st of 

December 2016 which comprise of the Statement of Cash Receipts and Payments, Budget 

Execution Statement and the Explanatory Notes of the Financial Statements.  

In our opinion, the Annual Financial Statements for the year ended on 31st of December 2016 

present a true and fair view in all material respects in accordance with International Public Sector 

Accounting Standards (cash based Accounting), Law no.03/L-048 on Public Finance Management 

and Accountability (as amended and supplemented) and Regulation no.01/2017 on Annual 

Financial Reporting of Budget Organisations.  

Basis for the opinion 

We conducted the audit in accordance with International Standards of Supreme Audit Institutions 

(ISSAIs). Our responsibilities under those standards are further described in the Auditor’s 

Responsibilities for the Audit of the AFS section of our report. We believe that the obtained audit 

evidence is sufficient and appropriate to provide a basis for the opinion. 
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Emphasis of Matter  

We draw your attention to the fact that one part of the expenditures were wrongly budgeted and 

spent from inadequate codes and there were no evidence for justifying the expenditures given 

from subsidies, such as: 

 Different supplies for Projects2 within the Food and Veterinary Agency (FVA) which 

according to AI 2005/08 belong to category of Goods and Services and Subsidies were 

wrongly budgeted and paid from the category of capital investments. The value of these 

payments was €2,299,007. Misclassification of expenditures is a result of failure to allocate 

the budget into relevant categories by MoF despite the ongoing efforts by FVA that the 

budget planned for these projects is allocated from the category of Goods and Services and 

Subsidies. This situation was also disclosed in the AFS of OPM; and  

 In 25 cases amounted to €127,450, beneficiaries of subsidies given by OPM did not adhere 

to the agreements for reporting after the Project is finalised. They failed to provide 

evidence (invoice, reports and other evidences) to justify that the funds given were spent 

for the intended purpose. Since the beneficiaries of the subsidies did not provide evidence 

on how the fund have been used and their value is material, we could not obtain assurance 

when it comes to their use.  

Our opinion is not modified regarding the issues mentioned above.  

Responsibility of Management and Those Charged with Governance and AFS  

The Secretary General of the OPM is responsible for the preparation and fair presentation of 

financial statements in accordance with International Public Sector Accounting Standards – 

Financial Reporting under the Modified Cash based Accounting and for such internal control as 

management determines is necessary to enable the preparation of financial statements that are free 

from material misstatement, whether due to fraud or error. This includes the application of Law 

number 03/L-048 on Public Finance Management and Accountability (as amended and 

supplemented).  

The OPM is responsible to ensure the oversight of the Office of the Prime Minister’s financial 

reporting process. 

Auditor General’s Responsibility for the Audit of the AFS 

Our responsibility is to express an opinion on the AFS based on our audit. We conducted our 

audit in accordance with ISSAIs. These standards require that we comply with ethical 

requirements and plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatements. 

                                                      
2 Projects for “Food Safety”, “Animal Health Protection”, “Animal Identification and Registration”, “Prevention and 

Treatment of Haemorrhagic Fever” and other similar projects. 
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Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted 

in accordance with ISSAIs will always detect a material misstatement when it exists. 

Misstatements can arise from fraud or error and are considered material if, individually or in the 

aggregate, they could influence the decisions taken on the basis of these AFS. 

An audit involves performing procedures to obtain evidence about the financial records and 

disclosures in the AFS. The procedures selected depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement in the AFS, whether due to fraud or error. In 

making those risk assessments, the auditor considers internal control relevant to the entity’s 

preparation of the financial statements in order to design audit procedures that are appropriate in 

the entity’s circumstances, but not for the purpose of expressing an opinion on the effectiveness of 

the entity’s internal control.  

An audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by Management, as well as evaluating the 

presentation of the financial statements. 

1.2 Compliance with AFS  and other reporting requirements  

OPM is required to comply with a specified reporting framework and other reporting 

requirements. We considered: 

 Compliance with MoF Regulation no.01/2017 on the Annual Financial Reporting of Budget 

Organisations; 

 Requirements of LPFMA no. 03/ L-048, as amended and supplemented with Law no.03/L-

221, Law no. 04/L-116 and Law no. 04/L-194; 

 Compliance with Financial Rule no.01/2013 for expenditures of public money;  

 Compliance with Financial Rule no.02/2013 For Management of Non-Financial Assets; 

 Requirements of Financial Management and Control (FMC) procedures. 

 Quarterly reports including nine month financial statements;  

 Reports on Outstanding Liabilities; 

 Draft and Final procurement  plan; and  

 Action Plan on implementation of recommendations.   

Given the above - the Declaration made by the Chief Administrative Officer and Chief Financial 

Officer when the draft AFS are submitted to the MoF can be considered accurate, although there 

are errors which did not have an impact in modifying the audit opinion.  

In the context of other external reporting requirements, we have no issues to raise. 
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1.3 Recommendations for the first part of the report 

For the abovementioned issue within the basis for the opinion as an Emphasis of Matter, we give 

the following recommendation: 

Recommendation 1 The Secretary General and Chief Executives of Agencies should ensure that 

they have taken the required measures and actions to correct the errors 

identified in the Emphasis of Matter. Action should be taken to justify the 

subsidy expenditures to ensure that the funds are spent for the intended 

purposes and to continue efforts through the requests to the MoF to allocate 

budget funds according to the respective category. 

2 Governance 

Introduction 

Effective governance arrangements are fundamental to OPM for successfully managing the 

challenges it faces and ensuring that service delivery is optimised for the benefit of taxpayers and 

other service users.  

A key tool supporting effective Governance is the implementation of audit recommendations as 

this demonstrates that Management are seeking to develop existing processes and controls. 

Similarly, the self-assessment checklist completed by OPM provides a framework for developing 

enhanced Governance arrangements. It is important that the answers provided by an individual 

budget organisation are supported by appropriate evidence.  

The remainder of our review of governance arrangements reflects a consideration of: 

 those areas of Governance Arrangements where significant improvements are required 

and where we believe that our recommendations can generate positive improvements; and 

 areas of Financial Management and Control identified through our audit work including 

specific work directed at compliance s in key income and expenditure systems (these areas 

are considered in Section 3 of this report). 
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Overall Governance Conclusion  

Governance within the OPM regarding statutory obligations and the quality of management 

reporting reflects a progressive situation. However, a number of governance processes need to be 

further improved to support the effective management of their activities. 

The level of implementing recommendations from external audit is low. The self-assessment 

questionnaire was completed, but in some cases was not supported with the relevant 

documentation. In addition, the risk registers drafted by management did not cover all activities, 

and some executive agencies of the OPM did not prepare risk registers during 2016. 

While the IAU finalised several audit reports that were of a good quality but the recommendations 

were not sufficiently implemented by the management. 

2.1 Progress in the Implementation of Prior Year 

Recommendations 

Our Audit Report on the 2015 AFS of OPM resulted in 17 key recommendations. OPM prepared 

an Action Plan stating how all recommendations will be implemented.  

At the end of our 2016 audit, three (3) recommendations have been implemented; eight (8) are in 

process of implementation, while six (6) have not yet been implemented. For a more thorough 

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

 

Issue  2 – Low level of implementing Prior Year Recommendations – High Priority  

Finding  The prior year’s recommendations have not been fully implemented 

because OPM has not implemented any formal process to manage and 

monitor the way that the Auditor General’s recommendations are 

implemented. Therefore, in this audit report, issues to improve certain 

activities have been raised once again. 

Risk Incomplete implementation of recommendations leads to failure to improve 

internal controls in key financial and management systems and as a result 

we have the same shortcomings being repeated from year to year.  

Recommendation 2  The Secretary General should ensure that additional actions are undertaken 

in order to fully implement the AG’s recommendations according to a 

timetable set out in the Action Plan with initial focus on those of greatest 

significance and where recommendations have been repeated. A systematic 

monitoring by the management is required to ensure effective 

implementation of the recommendations and within the foreseen timetable. 
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2.2 Self-Assessment Checklist of FMC components  

The MoF produced a detailed self-assessment checklist for Budget Organisations to support 

effective governance arrangements. For OPM audit we have tested the quality of FMC self-

assessment submitted to the Ministry by assessing one key question in each component of the 

checklist. We have summarised our findings for OPM below and the summary of our work across 

all audits will be consolidated in our Annual Audit Report. This is not intended to give a 

commentary on the quality of the whole self-assessment questionnaire submission but will 

provide a ‘snapshot’ across a number of key questions to support the Ministry of Finance in its 

attempts to increase the effectiveness of the process and develop the FMC system as a whole.  

 

Issue  3 – Self Assessment Checklist – High Priority 

Finding  As part of our audit we have considered key questions related to the five 

components of the self-assessment checklist. Based on this, we found that: 

1. According to the guidelines set out in the FMC procedures and Rule 

01/2010, all Budget Organizations should draft a risk register. However, 

although the risk register is drafted by OPM, it does not cover all 

activities. Further on, this register had no description of the expected 

risks against the objectives and actions required for their management. 

Further on, the Kosovo State Archives Agency (KSAA) 3 and the FVA 

were in process of identifying possible risks against the objectives, while 

the Kosovo Agency of Statistics (KAS) had not yet put in place any risk 

management procedures; and 

2. Effective monitoring processes and comprehensive development 

strategy (involving stakeholder liaison and ensuring a fully costed 

strategy) are considered fully in place by OPM as FVA and KSAA had 

not yet approved the strategy. Monitoring issues are also considered 

further in section 2.4.2 below; and 

Risk Lack of overall strategy weakens strategic and operational processes, as well 

as makes the drafting of the risk management plan impossible. This may 

also affect the quality of services provided to citizens through inefficient 

and ineffective activities. 

Recommendation 3 The Secretary General and Chief Executives of the Agencies should apply a  

mechanism to confirm the accuracy of the questionnaire and to ensure 

supporting documentation. Actions should also be undertaken to address 

the areas with weaknesses identified in the self-assessment questionnaire. 

                                                      
3 KSAA, since 2017, has been transferred to the Ministry of Culture, Youth and Sports. 
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2.3 Specific Governance Reviews 

Our work on specific areas of governance arrangements has been informed by our audit planning 

which considered the context within which OPM operates and the challenges that it faces.  

2.3.1 Management Reporting and Accountability  

A range of internal controls are applied by Management to ensure that financial systems and 

operational activities operate as intended. It is important that these include appropriate reporting 

to management to enable an effective and timely response to identified operational problems.  

OPM has a number of Executive Agencies4 whose AFS are consolidated in the AFS of OPM. An 

effective consolidation process and associated timely reporting is required to ensure effective 

financial management. 

 

Issue  4 – Weaknesses in Management Controls – Medium Priority  

Finding  OPM is responsible for all the financial and management activities of its 

subordinated agencies. Internal reporting and accountability lines between 

OPM and Executive Agencies continue to remain a challenge. The Chief 

Executive Officers of the Agencies report to the Prime Minister or respective 

Deputy Prime Minister, while the Secretary General is responsible for the 

consolidated financial statements. For the purposes of consolidating 

information and financial reports, Agencies send reports to the finance 

department within the OPM but they are often deficient and of poor quality. 

Managers of departments within the OPM also submit weekly reports to the 

Secretary General. 

However, despite the fact that the lines of accountability and 

communication were functional through regular meetings and written 

reporting, in some areas, internal controls were not effectively applied and 

failed to prevent errors during the year. With particular emphasis, controls 

were ineffective in the area of subsidies, expenditures through procurement, 

asset management and reporting of outstanding liabilities. 

                                                      
4 The Agency for Food and Veterinary (FVA), the Kosovo Agency of Statistics (KAS), the Kosovo State Agency for 

Archives of Kosovo (KSAA), the Agency for Gender Equality (AGE), the Secretariat of the Kosovo Security Council 
(SKSC) and Kosovo Agency for Radiation Protection and Nuclear Safety (KARPNS). 
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Risk Inadequate accountability lines between the OPM and its subordinated 

Agencies and the non-application of controls within the OPM have reduced 

the effectiveness of financial management within the OPM. This results in 

weaknesses in the spending process and management’s ability to respond to 

financial challenges in time. 

Recommendation 4 The Secretary General should undertake a review of existing accountability 

and reporting requirements placed on Agencies in order to establish clear 

formal reporting rules on operational and financial activities to support the 

effective management of the processes and activities of the OPM. 

2.4 Internal Audit System 

The Internal Audit Unit (IAU) operates with two (2) auditors. One of them is structured within the 

OPM and covers the audit of OPM activities, while the other auditor is within the FVA. 

IAU, in accordance with the strategic plan, prepared the annual plan for 2016, whereby it planned 

and executed four (4) audits. However, the quality of the reports provided by the IAU was quite 

good where helpful recommendations to improve internal controls were made. 

Similarly, the Audit Committee (KA) was effective by holding regular meetings during 2016. At 

those meetings the issues presented in the audit report of the National Audit Office for 2015 as 

well as the issues raised by the internal audit were discussed. 

 

Issue  5 – Low level of implementing the IAU recommendations – High Priority  

Finding  Very helpful recommendations were provided in the internal audit reports, 

the implementation of which would have an impact on improving internal 

controls. OPM’s management and Chief Executives prepared plans for 

implementing internal audit recommendations, but did not undertake the 

required actions for their implementation. Consequently, despite IAU 

recommendations, the same shortcomings are being repeated from year to 

year in some key areas of FMC. 

Risk Failure to implement of the IAU recommendations completely, reduces the 

quality of financial management and does not improve the internal controls, 

causing the same shortcomings to be repeated year after year. 

Recommendation 5  The Secretary General should ensure close co-operation with IAU and AC 

to gain maximum benefit from internal audit activity. The Audit Committee 

should review the actions taken by management in relation to the 

implementation of internal audit recommendations.  
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3 Financial Management and Control 

Introduction 

Our work on Financial Management and Control (FMC) outside of the areas of Governance 

referred to section two above reflects the detailed work undertaken on Revenue and Expenditure 

Systems. As part of this, we consider Budget management, Procurement and Human Resources 

issues, and Assets and Liabilities. 

Financial Management and Control Conclusion 

In the context of financial systems, revenue controls in general are strong and are being 

implemented effectively. However, expenditure controls require further improvement. 

The main areas where further significant improvements are needed are: goods and services 

(procurement and processing of payment), subsidies (subsidies grant criteria and their 

monitoring, and asset management). 

3.1 Budget Planning and Execution 

We have considered the sources of budgetary funds, spending of funds by economic categories. 

This is highlighted in the following tables: 

Table 1. Own Source Revenues (in €) 

Description   
Initial 

Budget 
Final 

Budget 
2016 

Receipts  
2015 

Receipts 
2014 

Receipts 

Own Source Revenues  - - 5,743,595 5,627,251 5,287,972 

Donations - - 1,089,873 299,080 107,500 

Total - - 6,833,468 5,926,331 5,395,472 

Own source revenues of €353,634 were allowed to be spent on the needs of FVA and KSAA. The 

remaining part of collected revenues was transferred to the Kosovo Budget (KB). Revenues of 2016 

compared with 2015 were increased by €907,134. Increase was mainly the result of greater donor 

support. 
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Table 2. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget5 
2016 

Outturn 
2015 

Outturn 
2014 

Outturn 

Sources of Funds   11,801,633 12,913,313 11,557,074 9,848,779 10,090,142 

Government Grant -
Budget  

11,447,999 10,991,376 10,517,645 9,303,190 9,418,659 

Carried forward from 
previous year6 –  

- 145,870 62,827 109,837 190,652 

Own Source Revenues7 353,634 353,634 182,180 187,790 140,831 

Domestic Donations - 19,547 - - - 

External Donations  - 1,402,885 794,422 247,962 340,000 

The final budget in relation to the initial budget was increased by 9.42% or €1,111,680. The final 

budget in relation to the initial budget had undergone many changes and adjustments during 

2016. On one hand, the budget was increased as a result of domestic and external donations, 

revenues carried forward from the previous year, totalling of €1,568,302, while on the side other 

major government funds had been reduced with 456,622 based on Government decisions. 

In 2016, the OPM used 89.5% of the final budget or €11,557,074 compared with 2015, with a slight 

decrease of 1.5% of the final budget execution. The explanations for the current position are given 

below. 

Table 2. Spending of funds by economic categories - (in €)  

Description 
Initial 

Budget 
Final 

Budget 
2016 

Outturn 
2015 

Outturn 
2014 

Outturn 

Spending of funds by 
economic categories 

11,801,633 12,913,313 11,557,074 9,848,779  10,090,144  

Wages and Salaries 4,316,179 4,431,801 4,385,848 4,244,411  3,885,134  

Goods and Services  3,159,627 3,324,932 2,732,415 2,933,865  2,836,490  

Utilities 184,133 112,807 110,677 123,965  134,430  

Subsidies and Transfers 1,480,000 1,671,428 1,502,811 782,821  1,512,375  

Capital Investments  2,661,694 3,372,345 2,825,323 1,763,717  1,721,715  

 

  

                                                      
5 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
6 Own Source Revenues unspent in previous year carried forward into the current year. 
7 Receipts used by the entity for financing its own budget.  
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Explanations for changes in budget categories are given below: 

 As a result of budget review, donations carried forward from 2015 and 2016 as well as 

government decisions, the final budget for Wages and Salaries compared with the initial 

budget increased by €115,622. Budget execution in this category was approximately 99%; 

 The final budget for goods and services in relation to the initial budget was increased by 

€165,305. The increase was the result of the budget review, government decisions, revenues 

carried forward and designated donor grants in the amount of €403,731. Despite the 

increase in the final budget, the level of execution was 82% of the final budget; 

 Further on, the budget for Utilities increased from the government grant by €7,200 and was 

reduced in budget units of the OPM, according to government decisions on budget savings 

in the amount of €78,526; 

 The final budget for subsidies and transfers in relation to the initial budget was increased 

by €191,428. The budget was increased from unspent donations of 2015 in the amount of 

€133,493, from donations received in 2016 in the amount of €132,196 and government 

decisions in the amount of €114,400. The budget has been reduced  by €188,661 according 

to the government’s decision on budget savings. Budget execution in this category was 

90%; and 

 The final budget for capital investments was increased by €710,651. Initially, the budget 

was increased by the government grant for €817,400 (for financing the project 

“Construction of Recycling Factory” €424,400 were allocated with budget review, while 

when LSD disease appeared, €393,000 were allocated by Government decision). The 

budget was also increased by donations in the amount of €544,151 (€10,365 from donations 

carried forward from previous years and €533,786 from donations of 2016). While, at the 

end of the year, with a government budget decision, the budget was reduced by €650,899. 

During 2016, €2,825,323 or nearly 84% of the final budget was spent. 

3.1.1 Revenues 

Revenues generated by OPM in 2016 totalled €5,743,595. The largest share, in the amount of 

€5,680,331 were generated by the FVA, while the rest were by KSAA, and OPM. 

OPM together with the Agencies established functional controls in the process of collecting, 

recording and reporting of revenues. 

Recommendations   

We have no recommendations in this area. 
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3.1.2 Wages and Salaries 

Wages and Salaries are paid through a centralised system (payroll). The controls operated by the 

OPM relate to the calculation of salaries in line with the employment contracts and the applicable 

legislation. The approved number of employees in the OPM along with the subordinated Agencies 

was 679, while the current number of employees at the end of 2016 was 674. 

We have revised the payroll as well as compared the data presented by Treasury (KFMIS), as well 

as their presentation in the AFS. Controls have operated well in this area, however, additional 

actions are needed to avoid the following shortcomings. 

 

Issue  6 – Entering into contracts for specific services in contradiction with the law on civil 

servants - Medium Priority 

Finding  According to Article 12 point 4 of Law No. 03/L-149 on Civil Service (LCS), 

appointments with a fixed term for a period of less than six (6) months will 

be made on the basis of contracts called “Special Service Agreement” which 

are subject to the Law on Obligations and for which a simplified recruitment 

procedure is applied. In addition, the additional compensation of 

employees, CS or BO officers engaged in other bodies with acts of the 

Government of Kosovo is prohibited in line with Article 80 of the LPFMA. 

KAS, in three (3) cases, entered into special service agreements for a period 

over six months without a recruitment procedure. 

Similarly, KSAA in five (5) cases entered into special services agreements 

without recruitment procedure, where four (4) of them entered into  

agreements with KSAA officers themselves. 

Risk Entering into special services agreements without recruitment procedures 

over six (6) months limits the competition and increases the risk that the 

selected staff will not have the required professional skills to perform 

contracted services. In addition, this implies an increase in unplanned 

expenditures as a result of which financial difficulties may arise in achieving 

the objectives set. 

Recommendation 6 The Secretary General and Heads of KAS and KSAA should ensure that 

engagement under special service agreement for specific services is made in 

line with the LCS requirements by applying a simplified recruitment 

procedure and for a period shorter than six (6) months. In addition, the 

practice of engaging officers within the institution under special service 

agreements is terminated.  
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3.1.3 Goods and Services and Utilities  

The final budget for Goods and Services in 2016 was €3,437,739. Out of them, €2,843,093 was 

spent, or 83%. 

We tested 61 payments from this category as well as 12 procurement procedures to assess whether 

the provisions of the Public Procurement Law were considered. Although improvements in 

expenditure management and procurement activities have been made, there are still some 

shortcomings that need to be addressed. 

 

Issue   7 – Shortcomings in procurement procedures - High priority 

Finding  Our audit on managing procurement procedures identified the following 

shortcomings: 

 Abnormally Low Tenders - In cases where an economic operator 

submits an abnormally low tender, the Contracting Authority (CA) 

in line with article 61 of the LPP should request in writing from the 

Economic Operator (EO) to make an explanation for the low price. If 

the tender after the explanation given by the EO is seen as 

abnormally low should be rejected by CA. However, in two (2) cases, 

public framework contracts were signed with EOs that provided 

abnormally low tenders without requiring written explanation from 

EO. This has happened in the procurement procedures for “OPM 

vehicles insurance”, the value of the framework contract was €5,343, 

as well as “Servicing and maintenance of KAS vehicles”, the value of 

the framework contract was €19,433. A large number of prices for 

these two contracts were offered with only € 0.10. Furthermore, in 

both (2) cases in the tender dossier, the approximate quantities 

related to contracts for goods, works and services were not specified; 

 Contract in absence of defined criteria - At the procurement activity 

“Maintenance and servicing of KSAA official vehicles”, in the tender 

dossier and the contract notice dated 17.06.2016, the requirements for 

technical and professional adaptability were established, where one 

of the requirements was to bring-in  evidence to prove that the 

service is authorised for the respective type of vehicle. However, CA 

on 25.07.2016 concluded a framework contract in the amount of 

€6,664 with an EO who did not provide evidence proving that it is an 

authorised service; 
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 Splitting Procurement Requests and Signing of Multiple Contracts 

for Similar Items - Pursuant to the LPP, procurement requirements 

of a similar or related nature need to be consolidated by 

implementing a common procurement procedure in order to obtain 

value for money and eliminate the cost of procurement. During the 

review of the list of signed contracts by OPM we have noticed that 

for supplies of a similar nature two or more contracts were 

concluded. This was mainly related to IT equipment supplies, 

supplies with flags, and printer servicing; 

 Failure to adhere to the principles for segregation of duties - 

According to the Rules and Operating Guidelines of public 

procurement, Article 62.3 principles of the segregation of duties, a 

member who has prepared the technical specifications or has 

defined the quality standards cannot participate as a member of the 

committee of assessment. Further on, a member of the evaluation 

committee cannot be appointed as a project manager. In the 

procurement procedure for “Supply with exclusive flooring and 

supporting material” for the Prime Minister’s Cabinet, the same 

officer who prepared the technical specifications was appointed as a 

member of the evaluation commission and contract manager and 

participated in the commission for receiving of the works, by not 

following the principles of segregation of duties; and 

 Extending the public framework contract in contradiction with the 

LPP - According to Article 38 of the LPP, the public framework 

contract cannot be extended or re-renewed. However, the public 

framework contract for printing, marketing and other services 

expired on 16/02/2016 was extended on 17/02/2016 for 3 months. 

Risk Ineffective controls in the procurement process within OPM increases the 

risk of not achieving value for money spent, splitting procurement requests, 

and continuing public framework contracts. Further on, entering into public 

framework contracts with abnormally low prices as well as failure to meet 

the criteria set out in the contract notice may result that the services 

provided by the EO are not of the required quality. 

Recommendation 7 The Secretary General and Chief Executives of Agencies should ensure that 

they have increased controls on procurement processes in particular when it 

comes to splitting procurement requirements, compliance with the criteria 

of the tender dossier, seeking clarification and evaluating them in tender 

cases of abnormally low tenders. Further on, he should ensure  that the 

continuation of public framework contracts are not allowed and the 

principle of segregation of duties is respected. 
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Issue  8 - Additional Remuneration for Employees - Medium Priority 

Finding  According to Article 5 of Law no. 05/L-071 on the Budget of 2016, the 

spending public money from the category of goods and services is not 

allowed for paying employees. Further on, under Article 80 of the Law on 

Public Financial Management and Accountability, no additional 

remuneration is allowed for officers engaged in regular working hours. 

OPM avoided legal requirements by remunerating allowances for 

engagement during regular working hours, such as: 

 KSA based only on AI no.08/2012, during 2016 spent €25,388 to 

remunerate employees from the category of Goods and Services for 

additional engagements of officers within regular working hours for 

some donor funded projects. These payments were made for projects 

that were ongoing from 2015, while there were no payments for any 

new project during 2016; 

 In two (2) cases, we noticed that OPM officers, in addition to the 

regular salary, received regular monthly allowances without a legal 

basis. These payments were made from the category of goods and 

services without any particular contract or arrangement for specific 

services. The value of these payments was €7,426; and 

 In one (1) case, the officer who, besides the regular salary, received 

allowances from the category of goods and services throughout 2016, 

while only 21 working days were recorded in the attendance 

records. This is in violation of Article 59 of the Law on Civil 

Servants, according to which civil servants are required to be present 

at the workplace on the basis of the terms of appointment. 

Risk Remunerating employees from the category of goods and services for 

additional engagement within regular working hours, as well as the 

remunerating officers who are not present at work are in contradiction with 

the legislation and affect mismanagement of budget.  

Recommendation 8 Secretary General in cooperation with the Head of KAS should ensure that 

the provisions of the LPFMA are considered and no additional employee 

compensation for engagements within regular working hours is allowed 

and remuneration of employees is made only from the category of wages 

and salaries. 
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Issue  9 – Supply with Ticket without sufficient evidence - Medium Priority 

Finding  According to article 3, point 2 of the contract for supplying with airplane 

tickets, signed on 29.01.2015, the supplier is obliged to attach the physical 

copy of the booking of the ticket from the AMADEUS system or any other 

system to every invoice submitted. Further on, according to this Article, 

point 3, in every reserved ticket, the supplier is obliged to apply the 6% 

deduction. 

We have tested nine (9) payment for the supply with tickets in the amount 

of €19,947, in which we have noticed that there was no sufficient evidence in 

terms of ticket price on the date of booking. In five (5) cases, the physical 

copies of the ticket booking from the AMADEUS system did not contain a 

specific date. While in four (4) cases the dates on the physical copy of the 

reservation did not match the date of the reservation stated on the invoice. 

This was due to poor controls by OPM.  

Finding  Approval of expenditures for supply with tickets without sufficient 

evidence increases the risk that invoice prices are higher than ticket prices 

on the date of booking resulting in budget damage. 

Recommendation 9 The Secretary General should increase the controls to ensure that the 

approval of the expenditures for the supply of tickets is made only after 

obtaining sufficient evidence that would enable the ticket price to be 

verified if they are in line with the contract.  

Issue  10 - Delays in Closing Advances - Medium Priority 

Finding  According to AI 2004/07, for official travel and Rule 01-2013, advance 

payments for official travel should be closed and amounts not spent should 

be returned to the bank account within two weeks after the returning from 

the trip. We have noticed that 28 travel advances amounted to €131,170 

were not closed and justified within the legal timeframe. 

Risk Ineffective controls in closure process for official travel advances within the 

legal timeframe increase the risk of not-returning funds or the possibility of 

using them for other private purposes. 

Recommendation 10 The Secretary General should increase the level of accountability and 

responsibility within the responsible officials by requiring that the evidence 

on justification of travel expenses are timely provided and appropriate 

procedures for closure of advances are carried through within the statutory 

deadline. 
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Issue  11 - Poor controls in the process of receiving assets - Medium Priority  

Finding  According to Regulation 02/2013, for the management of non-financial 

assets in Budget Organizations, non-financial assets should be received by a 

committee consisting of at least three (3) members who are responsible for 

verifying the characteristics of the asset received under the contract. Further 

on, according to article 3 of the contract for supply with IT spare parts 

signed on 30/11/2015, the supplier must submit a certificate of origin of 

supplies during the temporary delivery of the supplies. 

However, due to the ineffective controls, within the contract for supply with 

IT spare parts, non-financial assets in the amount of €9,000 was received 

without a Committee, only by the Contract Manager. In addition, the goods 

were received by the OPM, even though the supplier did not submit a 

certificate of origin during the supply. 

Risk Receiving non-financial assets without a committee and without the 

meeting of contract requirements increases the risk that the quantity, 

quality, type and value of the supplied asset do not comply with the 

contract or purchase order. 

Recommendation 11 The Secretary General should ensure that in case of supplies with non-

financial assets, a committee is established in line with a regulation which 

will verify the characteristics of the assets received in order for the assets to 

be accepted in full Wwith the contract. 

Issue  12 - Recording Expenditures into Inadequate  Economic Codes - Medium Priority 

Finding  According to the plan, travel expense expenses should be recorded in code 

13141. During 2016, travel expenses in the amount of €97,689 were recorded 

within inadequate code 13140 as other official travel expenses. 

Risk Classification of expenditures into inadequate economic codes reduces 

transparency and impacts on improper presentation of expenditures. 

Recommendation 12 The Secretary General should ensure that additional actions are taken in 

order that the expenditures are recorded in the respective economic codes. 
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3.1.4 Subsidies and Transfers  

The final budget for subsidies and transfers was € 1,671,428. Out of them during 2016 € 1,502,810 

was spent. The majority of subsidies in the amount of € 1,342,277 were provided with the aim of 

supporting minorities, while the rest in the amount of € 160,534 were provided for activities for the 

missing, as well as various manifestations and support of NGOs. 

Controls in this area are weak, especially with regard to the criteria for subsidy allocation, 

monitoring and reporting by subsidy beneficiaries. 

We have tested a total of 49 samples worth € 535,905, where we have noticed the following 

shortcomings. 

 

Issue   13 – Giving subsidies without clear criteria - High Priority 

Finding  Regulation 01/2013 / MoF for spending public money requires that each 

Organization spending subsidies should draft a regulation on how to spend 

funds in this category. 

Finding  OPM still did not approve regulations on granting subsidies, which would 

determine the criteria for granting and reporting by beneficiaries. In the 

absence of regulation, the criteria are defined by decisions and agreements. 

However, the criteria were not clear in all cases, and the reporting methods 

were not specifically defined by the beneficiaries. 

 

Risk Lack of regulation on subsidies, respectively not setting clear criteria for 

reporting by beneficiaries, increases the risk that the resources provided do 

not achieve the intended purpose. 

Recommendation 13 The Secretary General should ensure that a Regulation is drafted and 

approved which would determine the selection criteria and the reporting 

way of the beneficiaries to ensure that the subsidy has been used for the 

intended purpose. 
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Issue  14 - Weakness in distribution of subsidies - Medium Priority 

Finding  According to Article 5 of the Decision on the Approval of the Community 

Program, NGOs applying in the Call for Proposals announced by the Office 

for Community Affairs (hereinafter: the OCA) must meet certain criteria, 

one of which is to be recorded within the competent body in the Republic of 

Kosovo. 

The OCA in one case subsidised a business in the amount of €4,500 in the 

Municipality of Leposaviq, which was not recorded at all within the 

competent bodies of the Republic of Kosovo. This is in contradiction with 

the approved community program. Further on, the beneficiary did not 

provide any evidence on the way the funds were used. 

Risk The distribution of subsidies in contradiction with the approved community 

program increases the risk of misuse of assets for other purposes. 

Recommendation 14 The Secretary General through the OCA should ensure that the subsidies 

are granted in accordance with the approved community program. 

Issue  15 - Non-compliance with defined agreements and poor classification of expenditures - 

Medium Priority 

Finding  According to the agreement between the Office of the Prime Minister, 

namely the OCA and Viti Municipality, dated 26/05/2016 in the amount of 

€40,000 for financing of the project for arranging a walkway, the OCA 

appoints a representative for overseeing the execution of the project as well 

as a representative in the Bid Opening and Evaluation Commission, on the 

occasion of the procurement procedures that were covered by the 

Municipality of Vitia. 

The OCA did not appoint any project oversight representative nor for the 

opening and evaluation committee as provided for by the agreement and as 

a consequence the entire procedure was only overseen by the municipal 

representatives. 

In addition, the payment for financing the above mentioned project in the 

amount of €30,400 was recorded in the inadequate economic code of 21200 - 

subsidies for non-public entities, whereas it was required to register in the 

economic code 33100 - capital transfers for public entities. 

Risk Failure of OPM representatives to participate in the respective committees 

as foreseen by the agreement increases the risk of deviations from the 

project for which the funds have been allocated. While the classification of 

expenditures into inadequate economic codes reduces transparency and 

impacts on unfair presentation of expenditures. 

Recommendation 15 The Secretary General through the OCA should ensure that the terms of the 

agreement related to the appointment of OPM representatives to the 

respective committees are met. Further on, it should be ensured that 

additional actions are taken so that the expenditures are recorded in the 

respective economic codes. 
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3.1.5 Capital Investments  

The final budget for capital investments was €3,372,345. During 2016, €2,825,323 was spent, out of 

which €2,299,007 were spent for projects which, by nature, belong to the category of goods and 

services. 

Controls in this area have operated well with the exception of poor classification of expenditures 

due to inadequate budgeting by the Ministry of Finance, which was presented within the 

Emphasis of Matter  of the audit opinion.   

3.2 Assets  

3.2.1 Capital and Non Capital Assets   

According to the KFMIS accounting register, the net asset value (over €1,000) was €4,673,885, the 

value of non-capital assets (under €1,000) was €267,450, and the value of the stocks was €101,163. 

Our audit on asset management identified the following issues:  

 

Issue   16 - Shortcomings in asset management - Medium Priority 

Finding  The OPM, together with its subordinated agencies, failed to manage its 

assets in line with the asset management regulation such as: 

 Inventory of assets was carried out in line with Treasury Rule 

02/2013 on Asset Management, however, FVA and KSAA did not 

reconcile data between asset registers and inventory reports; 

 Land and building of KAS due to inherited ownership have not yet 

been evaluated and recorded as assets; 

 According to Regulation 02/2013 - BOs should establish an 

accounting register, which, in addition to the information required 

by the Law on Public Financial Management and Accountability, 

will also include these elements: serial number, barcode and other 

elements. However, at FVA, on the lists of non-financial assets from 

e-assets in seven (7) cases of tested samples, the serial number and 

asset barcodes were missing; and 
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 The value of FVA and KAS stocks in the e-wealth system was lower 

than the value of stocks counted by the evaluation commission. The 

FVA margin was € 18,254, while KAS € 4,201. This situation was the 

result of stocks carried over years that were not recorded in e-wealth 

software. 

Risk Failure to update the assets register as well as the non-reconciliation of the 

inventory balance with the balance of the accounting register increases the 

risk that assets are misused, lost or altered, and the value of the 

organization’s assets reflected in the AFS is not fair. 

Recommendation 16 The Secretary General and the Chief Executive Officer should ensure that 

they have strengthened controls in asset management and reporting in 

order for their management and reporting is carried out in line with legal 

requirements. 

Issue  17 - Absence of complete evidence on use of vehicle - Medium Priority 

Finding  AI 03/2008 on the management of official vehicles requires that for each 

official vehicle to have records in place on their use. In the files of two (2) 

vehicles we noticed that no regular records justifying their use, travel sheets 

or documents required for registration of kilometres and expenditures have 

been maintained as required by Administrative Instruction. 

Risk Failure to adhere to the procedures for the management and use of the 

vehicles impacts their unreasonable use and may result in additional fuel 

costs as well as other costs for their repair and maintenance. 

Recommendation 17 The Secretary General should ensure that effective controls on vehicle 

management are applied to prevent their use without indicating the 

reasonableness, purpose, destination, kilometres and fuel consumed. These 

controls would affect the regular and efficient use of the vehicles. 
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3.3 Outstanding Liabilities  

The statement of outstanding liabilities to suppliers at the end of 2016 was €223,755. Invoices for 

outstanding liabilities debts mainly relate to December 2016 which were not paid due to the 

closure of the payment system. Outstanding liabilities at the end of 2016 were significantly 

reduced compared with previous year where liabilities at end-2015 were €601,909. However, the 

value of outstanding liabilities remains high. 

 

Issue  18 - Delays in payments and non-reporting of liabilities - Medium Priority 

Finding  Budget Organizations are obliged to report on the received and unpaid 

invoices to the Ministry of Finance on monthly basis. In seven (7) cases, 

invoices/obligations to suppliers in the amount of €21,915 were not 

included in monthly reports of liabilities. 

Further on, according to Article 39 of the Law on Public Financial 

Management and Accountability, the Budget Organisation must pay every 

valid invoice within 30 days of the receiving the invoice. During our testing 

we noticed that in 8 cases invoices/obligations to suppliers in the amount of 

€63,042 were paid after the legal deadline. 

Risk Inadequate controls in managing payment and reporting of liabilities may 

impact the Organisation to enter into outstanding liabilities or to pay 

penalties for delays, thus causing budget difficulties at the end of the year. 

Recommendation 18 The Secretary General should ensure that liabilities towards suppliers are 

paid within the legal deadline and the reporting of outstanding liabilities 

are made in accordance with Regulation 04/2011 on reporting of 

outstanding liabilities. 

This report is a translation from the Albanian original version. In case of discrepancies, Albanian version 

shall prevail. 
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Annex I: Audit Approach and Methodology 

The responsibilities placed on the Auditor and Those Charged with Governance are detailed in the 

Opinion set out in Section 1.1 of this report. 

While a key output of our work is the audit opinion this report reflects the totality of our work 

with specific focus also on Governance s including Financial Management and Control. The latter 

is informed by our extensive, risk based, compliance audit programme. 

The Executive Summary is intended to highlight the key finding of the audit and the key action 

that the Secretary General should ensure are taken to address identified management/control 

weaknesses. 

The detailed report provides an extensive summary of our audit finding with emphasis on 

determining the cause  audit findings and providing appropriate recommendations to address 

these. For completeness we have included s identified at the interim audit where they remain 

relevant.  Our findings are defined as: 

High Priority - s which if not addressed 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 - s which may not result in a material weakness but where action will also offer 

the potential for significant improvements to the efficiency and effectiveness of internal controls.  

Findings considered low priority were reported separately to finance staff .  

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

substantive testing and associated governance arrangements 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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Annex II: Explanation of the different types of opinion 

applied by NAO  

(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  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. 

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. 
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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 III: Prior Year Recommendations  

Audit 
Component 

Recommendation  given Implemented  Under implementation  Not 
implemented 

Financial 
statements 

CAO in cooperation with the Director of the Office of 
Communities Affairs should further strengthen controls over 
subsidies by implementing and applying strict requirements 
on evidence to be supplied by beneficiaries in receipt of 
subsidy funds. Consideration should be given to placing a 
requirement on beneficiaries to repay funds where appropriate 
evidence is not provided. 

  Not 
implemented 

Prior year 
recommendations  

CAO in cooperation with CEOs of the Agencies should 
prioritise the implementation of audit recommendations and 
ensure that an action plan is proactively managed which 
details accountable staff members identified and the timetable 
for implementation for each recommendation. The 
implementation of the action plan should reviewed by the 
CAO on a monthly basis. 

 OPM approved the plan for 
implementation of the 
recommendations, but no 
action was taken to fully 
implement them. 

 

Self-assessment 
checklist 

CAO and CEO’s should ensure that the requirements of the 
self-assessment checklist are fully understood by all staff 
involved in its completions and that a supervisory review is 
applied before it is submitted to the MoF to ensure that 
responses are evidenced based. 

 The self-assessment checklists 
were formally completed, but 
in some cases they were not 
backed up by relevant 
evidence such as KAS and  
VFA where the risk 
management procedures were 
not fully established. 
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Management 
reporting 

CAO should ensure that a review of existing accountability 
requirements and reporting requirements placed on Executive 
Agencies is undertaken and that improved arrangements are 
provided in order to achieve the 2016 objectives. 

 t is in the process, but this 
reporting process needs to be 
further improved. 

 

Risk management CAO and CEO should ensure that risk management 
requirements are assessed and that responsibility for key 
aspects of this is delegated to relevant officers. Where 
appropriate training should be provided to relevant staff. Risk 
registers and the actions taken to mitigate identified risk 
should be reviewed by the CAO on a quarterly basis. 

 OPM drafted a register for risk 
management, but FVA and 
KSAA did not draft registers, 
while KSAA did not set up 
procedures for risk 
management. 

 

Accountability 
arrangements  

CAO and CEO should ensure that a review is implemented to 
determine the content and format of financial and operational 
reporting required supporting the effective management of 
OPM and its Agencies. The updated documentation should 
incorporate a detailed narrative explaining the reasons for all 
but minor budget variances and provide the basis for 
reviewing operational achievements on a regular (at least 
monthly) basis. 

 In process of addressing, even 
in 2016, several shortcomings 
have been identified. 

 

Internal audit The CAO should seek to resolve/prioritise existing staff 
complement issues to allow the employment of the needed 
number of internal auditors. IA and AC recommendations 
should be reviewed on a regular basis (at least every two 
months) 

 An auditor was hired within 
the FVA during 2016, but IAU 
recommendations have not 
been fully implemented. 

 

Capital 
Investments 

CAO and the CEO of FVA should continue to liaise with the 
MoF to seek a resolution to the current material 
misclassification of expenditure. This liaison should highlight 
the relative values which may pose the risk of an unmodified 
opinion from the external auditor. 

  Not 
implemented 
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Procurement 
expenditures 

CAO and CEO’s should analyse the reasons for the identified 
procedural omissions resulting in systematic procurement 
weaknesses and enhance controls to avoid their repetition in 
future. 

Yes   

Procurement 
expenditures 

The CAO and Chief Executives should ensure implement an 
internal review to determine why procurement requirement 
are not applied to the best effect for OPM. Subsequently 
enhanced controls should be introduced so that the non-
systematic weaknesses highlighted above are addressed and 
not repeated. 

  Not 
implemented 

Non-
procurement 
expenditures 

CAO should ensure that effective controls are implemented to 
ensure that all advance payments are closed within the legal 
deadline. The CEO of KAS should also ensure that 
remunerations to all employees are made from Wages and 
Salaries category. 

   Not 
implemented 

Wages and 
salaries 

CAO and Chief Executive should ensure that a sustainable 
solution in compliance with legal requirements is found for the 
position manned by an acting official.  

Yes   

Subsidies and 
transfers 

CAO should ensure that the draft regulation is finalised and 
approved with a level of detail that provides clarity over the 
award and monitoring process with clear responsibilities set 
for both entity’s officers and recipients, regulation setting forth 
the objectives and criteria, including beneficiaries way of 
reporting. This would ensure that the subsidy has achieved the 
intended purpose. 

 

 

Government Decision no. 
04/90 dated 01/06/2016 on the 
approval of the community 
program was considered. 
However, there was no 
regulation on the allocation of 
subsidies where the criteria 
and objectives for granting 
subsidies would be set. 
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Revenues CAO together with Chief Executive of FVA should ensure that 
the software becomes operational in line with expected 
timelines supported by adequate staff training. The coding 
structure should be reviewed to ensure that it meets business 
needs. 

Yes   

Assets CAO and the CEO of KAS should clearly assess any gaps in 
the recording and valuation of the asset base and consider how 
these can be addressed. Enhanced procedures and a 
prioritisation of staff time should be applied to ensure that e-
assets is updated and reconciled to asset records. 

 The land where the FVA 
facilities were built was 
registered as assets and the 
AGE had registered the assets 
to the e-property. While the 
land and the KAS building as 
inherited property had not yet 
been evaluated and registered 
as assets. 

 

Use of vehicles  CAO and CEO of agencies should ensure that effective 
controls are applied, so that vehicle management fully 
complies with legal requirements.  

  Not 
implemented 

Liabilities CAO and CEO of agencies should strengthen internal control 
mechanisms in order to ensure that all liabilities are paid 
within legal deadlines and that they are accurately recorded 
and reported to MoF on a timely basis. 

  Not 
implemented 
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Annex IV: Letter of confirmation 

 

 

LETTER OF CONFIRMATION  

For having agreed on the Auditor General’s findings of 2016 and implementation of 

recommendations:   

 

To: National Audit Office                                                                        Venue and date: 02.06.2017 

 

 

Honoured, 

We hereby confirm that: 

 We have received the draft audit report of the National Audit Office on the 2016 Annual 

Financial Statements of the Office of Prime Minister, hereinafter referred to as the Report; 

 Agree on the findings and recommendations and I have no comment on the content of the 

Report; and  

 Within 30 days from receiving the final report, I will submit the action plan on 

implementation of recommendations including the deadlines and responsible staff for their 

implementation.  

 

 

Secretary General: 

Mr. Fitim Krasniqi 
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