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NOTE: 

This audit report has, for the first time, been generated through the audit management 

electronic platform SITA. We are also using the new audit report template this year in 

accordance with the updated financial and compliance audit methodology. For the first 

time, the report includes e separate compliance audit conclusion.  

We are well aware that having to apply all these new features at once and in extraordinary 

circumstances of a pandemic we might have unwillingly missed any omission. Therefore, 

we would like to apologise in advance and thank you for your understanding.     
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To: Valbon Krasniqi, Director of Hospital and University Clinical Service of Kosova  

    Agreta Gecaj-Gashi, Chairperson the Steering Board of HUCSK  

Address: Lagjia e spitalit, Prishtinë, Republika e Kosovës 

1 Audit Opinion   

We have completed the audit of the financial statements of Hospital and University Clinical 

Service of Kosova for the year ended on 31 December 2020 in accordance with the Law 

on the National Audit Office of the Republic of Kosovo and International Standards of 

Supreme Audit Institutions (ISSAIs). The audit was mainly conducted to enable us to express 

an opinion the financial statements and conclusion on compliance with authorities1. 

Qualified opinion on annual financial statements 

We have audited the annual financial statements of Hospital and University Clinical Service 

of Kosova (HIF), which comprise the statement of cash receipts and payments; budget 

execution report; and explanatory notes to financial statements, including a summary of 

significant accounting policies and other reports2, for the year ended as at 31 December 

2020. 

In our opinion, except for the effects of matters described in the Basis for Qualified Opinion 

section of our report, the annual financial statements of Hospital and University Clinical 

Service of Kosova give a true and fair view in all material respects, in accordance with 

International Public Sector Accounting Standards under cash-based accounting. 

Basis for Qualified Opinion 

B1 Six payments of €1,691,711 from capital investments were not recorded in KFMIS 

assets register.  

A1 Assets under €1,000 and stocks were understated by €934,252 in the AFS.  

B2 Contingent liabilities were not reported in line with the Regulation on Annual Financial 

Reporting because they were overstated by €211,252 and understated by €683,251.  

A2 An invoice of €183,473 was not disclosed in the AFS as liability although the invoice 

was received in December 2020.   

                                                      
1 Compliance with authorities – compliance with all the public sector laws, rules, regulations, and relevant 

standards and good practices 
2 Other reports are required under Article 8 of Regulation no.01/2017 on Annual Financial Report 
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We conducted our 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 Financial Statements section of our report. 

NAO is independent from the auditee in accordance with INTOSAI-P-10, ISSAI 130, NAO 

Code of Ethics, and other requirements relevant to our audit of the budget organisations’ 

AFS.  We believe that the audit evidence we have obtained is sufficient and appropriate to 

provide a basis for our opinion. 

Audit Conclusion on Compliance  

We have also audited the Hospital and University Clinical Service of Kosovo’s management 

compliance with the established audit criteria arising from the legislation applicable for the 

auditee as regards making use of financial resources.  

In our conclusion, except for the effects of matters described in the Basis for Compliance 

Conclusion section of our report, transactions carried out in the process of execution of 

Hospital and University Clinical Service of Kosovo’s budget have been, in all material 

respects, in management compliance with the established audit criteria arising from the 

legislation applicable for the auditee as regards making use of financial resources.  

Basis for the Conclusion 

A3 The contract for "Physical security of UCCK facilities" was changed without legal 

basis causing payments outside the basic contract in the total amount of €155,568 

for 2020.   

B3 HUCSK has not yet put in place the e-assets system. The data were kept in individual 

registers of each program without being subject to depreciation rates.  

A4 Ferizaj Hospital and Gjilan Hospital have not performed the inventory of assets for 

2020 in time, while other programs within HUCSK, although they have performed the 

inventory, the reports were not been reconciled/compared with the asset general 

ledger, in order to verify the accuracy of information about the assets.  

A5 HUCSK did not register third parties payments of €7,909,162 in KFMIS.  

For more details see sub-chapter 2.1. Issues with impact on compliance conclusion 

We conducted our 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 Financial Statements section of our report. 

NAO is independent from the auditee in accordance with INTOSAI-P-10, ISSAI 130, NAO 

Code of Ethics, and other requirements relevant to our audit of the budget organisations’ 
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AFS.  We believe that the audit evidence we have obtained is sufficient and appropriate to 

provide a basis for our conclusion. 

Other Matter: 

We would like to bring to your attention the fact that HUCSK paid €27,057 from 

the category of Goods and Services, as a result of incorrect budgeting. 

In addition, HUCSK made other payments of €809,439 from the categories of Goods 

and Services and Capital Investments based on court decisions to compensate for 

jubilee salaries, farewell salaries and other costs of court proceedings. 

Payments made from inadequate categories have resulted in overstatement of the 

category of Goods and Services and understatement of the categories of Wages 

and Salaries and Investments.  

This happened because: 

(1) upon approval of the Law on Budget Appropriations 2020, these expenditures 

were planned in and executed from inadequate economic categories; and 

(2) due to lack of budget funds, because when making budget appropriations, the 

Government, i.e. Ministry of Finance did not consider payroll obligations based on 

court decisions as current liabilities during the year and did not allocate any 

contingent fund for their compensation. Treasury executed payments from funds 

allocated to other categories. 

As the issues in question are quite prevalent in many budget organizations and are being 

repeated for years, they will be addressed in more detail in the Audit Report of the 

Government Financial Statements, which will provide relevant recommendations for long-

term solutions. 

The audit opinion has not been modified in this respect  

Responsibilities of Management and Those Charged with Governance for the Annual Financial 

Statements 

The Director of HUCSK is responsible for the preparation and fair presentation of financial 

statements in accordance with the International Public Sector Accounting Standards – 

Financial reporting under the cash basis of accounting. In addition, Director of HUCSK is 

responsible for establishing internal controls which he determines are necessary to enable 

the preparation of financial statements that are free from material misstatements, whether 

due to fraud or error. This includes the fulfilment of requirements of the Law no.03/L-048 

on Public Finance Management and Accountability and Regulation no.01/2017 on Annual 

Financial Reporting of Budget Organisations.       

The Director of HUCSK is responsible to ensure oversight of the Hospital and University 

Clinical Service of Kosovo’s financial reporting process. 
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Management’s Responsibility for Compliance 

Hospital and University Clinical Service of Kosovo’s management is also responsible for the 

use of Hospital and University Clinical Service of Kosovo’s financial resources in compliance 

with the Law on Public Financial Management and Accountability, and all other applicable 

rules and regulations.3 

Auditor General’s Responsibility for the audit of AFS  

Our objectives are to obtain reasonable assurance about whether the financial statements 

as a whole are free from material misstatement, whether due to fraud or error, and to 

issue an auditor’s report that includes our opinion. 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 

reasonably be expected to influence the economic decisions of users taken on the basis 

of these financial statements. 

Our objective is also to express an audit opinion on compliance of respective Hospital and 

University Clinical Service of Kosova’ authorities with the established audit criteria arising 

from the legislation applicable for the auditee as regards making use of financial resources.  

As part of an audit in accordance with the Law on NAO and ISSAIs, we exercise professional 

judgment and maintain professional scepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the financial statements, 

whether due to fraud or error, design and perform audit procedures responsive to 

those risks, and obtain audit evidence that is sufficient and appropriate to provide 

a basis for our opinion. The risk of not detecting a material misstatement resulting 

from fraud is higher than for one resulting from error, as fraud may involve collusion, 

forgery, intentional omissions, misrepresentations, or the override of internal control. 

 Identify and assess the risks of non-compliance with authorities, whether due to 

fraud or error, design and perform audit procedures responsive to those risks, and 

obtain audit evidence that is sufficient and appropriate to provide a basis for our 

opinion on compliance with authorities. The risk of not detecting an incidence of 

non-compliance with authorities resulting from fraud is higher than for one resulting 

from error, as fraud may involve collusion, forgery, intentional omissions, 

misrepresentations, or the override of internal control. 

 Obtain an understanding of internal control relevant to the audit in order to design 

audit procedures that are appropriate in the circumstances, but not for the purpose 

                                                      
3 Collectively referred to as compliance with authorities 
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of expressing an opinion on the effectiveness of the Hospital and University Clinical 

Service of Kosova’s internal control. 

 Assess the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by management. 

 Assess the overall presentation, structure and content of the financial statements, 

including the disclosures, and whether the financial statements give a true and fair 

view of the underlying transactions and events. 

We communicate with management and those charged with governance regarding, among 

other matters, the planned scope and timing of the audit and significant audit findings, 

including any significant deficiencies in internal control that we identify during our audit. 

From the matters communicated with management, we determine those matters that were 

of most significance in the audit of the financial statements of the current period and are 

therefore the key audit matters. The audit report is published on the NAO’s website, except 

for information classified as sensitive or other legal or administrative prohibitions in 

accordance with applicable legislation. 

2 Findings and recommendations  

During the audit, we have identified areas for improvement in regard to internal control, 

which are presented for your consideration below in the form of findings and 

recommendations (as shown in Graphic 1 below). These findings and recommendations are 

intended to make the necessary improvements to the financial information presented in the 

financial statements, including disclosures in the form of explanatory note, and to improve 

internal controls over financial reporting and compliance with public sector financial 

management. We will follow up these recommendations during next year's audit.  
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Chart 1. Type of findings by economic categories4 

 

We have also reviewed the status of previous year’s recommendations and conducted an 

assessment on the extent of their implementation [for details, please see Chapter 4]. 

2.1 Issues with impact on compliance conclusion 

Issue B1 – Failure to register assets in KFMIS 

Impact According to article 6.3 of regulation no. 02/2013 on asset 

management "Capital assets must be registered in KFMIS". 

Six5 payments of €1,691,711 from capital investments were not 

recorded in KFMIS. They were partly recorded in KFMIS during 2021.  

The reason behind failure to register them was lack of proper 

communication between directorates as a result of the pandemic 

situation.  

                                                      
4 Issue A and Recommendation A means new issues and recommendations 

 Issue B and Recommendation B means repeated issues and recommendations 

 Issue C and Recommendation C means partly repeated issues and recommendations  
5 #701000886 MEDICAL EQUIPMENT in the amount of €24,900; #701001260 HEALTH Facilities in the amount 

of €505,689; #701000421 HEALTH FACILITIES in the amount of €373,161; #701001261 HEALTH FACILITIES 

in the amount of €269,670; #220201050 Construction of the Facility for the Establishment of the 

Laboratory for Catheter in the amount of €125,089 and #220201020 Advance payment for the contract 

building for mothers and children in GH Prizren in the amount of €393,202. 
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Impact Lack of complete and accurate assets registers undermines the effective 

management of and control over assets. As a result, the value of assets 

in AFS was understated.  

Recommendation B1  Steering Board and Director General ensure that all units cooperate 

with assets officers, in order to have a complete assets register.  

Issue A1 – Understatement of stocks and assets under €1,000 in the AFS 

Finding  The financial statements of HUCSK result from the consolidation of 

the financial statements of the programs which prepare the individual 

statements.  

We have identified that assets under €1,000 and stocks in consolidated 

AFS were underestimated by €934,252. Detailed information can be 

seen as follows: 

 CFO of HUCSK did not include the amount of €352,519 for 

assets under €1,000 reported by Ferizaj Hospital in the AFS; 

 The Mental Health Centre in the summary report for all Centres 

had underestimated the assets under €1,000 for €262,492; and  

 HUCSK CFO did not include in the AFS the amount of €319,238 

of stocks reported by other programs 

These irregularities occurred because internal controls were not applied 

consistently during the year and due to poor controls during 

consolidation. 

Impact Assets under €1,000 and stocks are underestimated and consequently 

this is reflected in their inaccurate presentation in the AFS. 

Recommendation A1  Steering Board and Director General should ensure that audits are 

carried out prior to the preparation of the consolidated AFS, so that 

assets under €1,000 and stocks are presented at exact values.  
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Issue B2 – Deficiencies in reporting contingent liabilities in the AFS  

Finding  According to Article 18 of Regulation MF no. 01/2017 on Annual 

Financial Reporting by Budget Organizations "Budget organizations in 

accordance with LPFMA report all contingent liabilities". 

We have identified that contingent liabilities were not reported 

according to the Regulation on Annual Financial Reporting, as they 

were overestimated by €211,552 while underestimated by €683,251. 

Detailed information is as follows. 

 Mitrovica Hospital reported €181,148 as contingent liabilities in the 

AFS, although this amount was spent through court decisions by 

Treasury;  

 Vushtrri Hospital reported €30,404 as contingent liabilities in the 

AFS, although this amount was spent through court decisions by 

Treasury;  

 Ferizaj Hospital did not report the amount of €130,596 in the AFS; 

and   

 Gjakova Hospital did not report the amount of €552,655 in the 

AFS. 

These irregularities occurred as internal controls were not implemented 

consistently during the year and the pandemic situation created.  

Impact Incorrect presentation of economic events that occurred during the 

year has resulted in untrue presentation of contingent liabilities in the 

AFS. 

Recommendation B2  Steering Board and Director General should ensure that the units will 

record contingent liabilities and correctly include them in the AFS.  

Issue A2 – Understatement of outstanding liabilities in the AFS  

Finding  Pursuant to Article 17.3 of MoF Regulation no.01/2017 on Annual 

Financial Reporting, budget organizations should report all liabilities 

(invoices) by December 31st of the reporting year. 

During the testing, we found that an invoice of €183,473 for 

"Construction of the facility for mother and child" obligation was not 

disclosed in the AFS even though the invoice was received in 

December/2020. 

This situation was due to the pandemic situation created. 
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Impact Failure to present the liability has led to their understatement thus 

resulting in their untrue presentation in the AFS. 

Recommendation A2  Steering Board and Director General should ensure that outstanding 

liabilities are correctly disclosed in the AFS. 

2.2 Issues with impact on compliance conclusion  

Issue A3 - Amendment of the contract for "Securing the UCCK facilities" with no 

legal basis 

Finding  According to the non-framework contract dated 14.11.2019 for three 

months with the possibility of extension until the development of the 

process for concluding a new contract for "Physical security of UCCK 

facilities", the value of services is €97,633.65 per month, and this price 

should be the only payment that UCCK owes to the Service Provider 

under the contract. It must be final and not subject to change. 

On 19.12.2019 the contract was amended wherewith, at request of the 

contract manager, the total price with VAT was abolished and the price 

per unit (working hours with VAT) would prevail. All other conditions 

remained the same as in the basic contract. This change had caused 

payments for services provided for additional working hours at the 

request of the directors of some UCCK Clinics. The total payments 

outside the basic contract during 2020 was €155,568. 

Furthermore, the procurement office did not request the extension of 

the contract performance security, in addition to the postponement of 

the performance security or the period when the contract was active. 

The performance security was valid until 27.06.2020, while the contract 

lasted until February 2021, as a result of complaints submitted by the 

economic operators before the Public Procurement Review Body. 

Poor development of procurement procedure has led to payments 

outside the contract. 

Impact Changing of the price predetermined in the basic contract has resulting 

in payments outside the basic contract, thus indicating lack of controls 

and poor contract management. 

Recommendation A3  Steering Board and Director General should ensure that adequate 

procurement procedures are developed in order to avoid payments 

outside the basic contract.  
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Issue B3 – Failure to apply the e-assets system  

Finding  According to Article 6.3 of Regulation No.02/2013 on the Management 

of Non-financial Assets in Budget Organizations, non-capital assets 

must be registered in the “e-assets” system. Furthermore, according to 

Article 22.3, all non-financial capital assets and non-capital assets will 

be subject to the depreciation rates.  

In HUCSK in most programs (Hospitals and other units) assets under 

€1,000 were not recorded in the e-assets system. Records were kept 

in individual registers of each program without being subject to 

depreciation rates, and AFS were prepared based on these registers. 

E-assets are not operational despite HUCSK officials’ efforts and the 

request for operationalise it.  

Impact Keeping of asset under €1,000 in Excel spreadsheets not only is in 

contradiction to the regulation but also increases the risk of assets 

being written off, thus resulting in loss or misuse of assets. 

Recommendation B3  Steering Board and Director General should ensure that all necessary 

actions have been taken to make the e-assets system operational for 

the recording of assets under €1,000. 

Issue A4 - Deficiencies in asset inventory 

Finding  According to Article 18.1 of Regulation No.02/2013 on the management 

of non-financial assets in budget organizations, inventory is done in 

order to verify the accuracy, quality and physical condition of non-

financial assets. Furthermore, according to Article 24 after reconciling 

the inventory and evaluation balance with the balance in non-financial 

assets registers, the non-financial assets balance should be included 

in the annual financial statements according to the financial rule for 

the annual financial statements. 

Ferizaj Hospital and Gjilan Hospital have not performed the inventory 

of assets for 2020 on time, whilst other programs within the HUCSK, 

although they have performed the inventory, the inventory reports have 

not been reconciled/compared with the assets general ledger, in order 

to verify the accuracy of information on assets. 

The inventory was not carried out due to Covid-19 situation, whilst 

reconciliation was not performed due to poor functioning of internal 

controls over assets. 
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Impact Failure to carry out the inventory and reconcile the assets register with 

the inventory outcome leads to lack of true and complete information 

regarding owned assets.  

Recommendation A4  Steering Board and Director General should ensure that assets 

inventory has been completed in time and that the outcome is 

reconciled with the asset register in order to rectify possible errors in 

the asset register.  

Issue A5 – Third party payments not recorded in KFMIS  

Finding  According to Regulation 01/2017 on Annual Financial Statements of 

Budget Organizations, Article 9.6, all third party payments must be 

recorded in KFMIS according to relevant procedure and presented in 

the financial statements.  

HUCSK did not record third party payments of €7,909,162 in KFMIS, 

which was presented in note 13 of AFS, under third party payments. 

The responsible officials were not aware of the legal requirements for 

registration of third parties in KFMIS. 

Impact Failure to record third party payments in KFMIS has led to lack of 

information for the Ministry of Finance, thus resulting in understatement 

of AFR of the Budget of the Republic of Kosovo for this amount. 

Recommendation A5  Steering Board and Director General should ensure that third party 

payments are recorded in KFMIS. 

2.3 Findings on financial management and compliance issues  

2.3.1 Goods and Services and Utilities     

The final budget for Goods and Services in 2020 was €45,177,949, of which €42,679,377 

were spent. They mainly relate to the expenses for purchasing drugs from the essential list 

for the secondary and tertiary level, as well as other expenses. We tested 98 samples of 

€6,827,087 as part of substantive testing and 12 procurement procedures as part of 

compliance testing.  
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Issue A6 - Failure to amend the contract as notified by the PPRC 

Finding  According to point three of the notification from the PPRC, dated 

10.09.2020, CAs can increase the quantities specified in the contracts 

in force (Public Framework Contracts), even for a position for all items, 

positions for which the need has increased of CAs to place orders for 

such items despite the restrictions (+ 30%) and/or are NOT obliged 

to place orders in order to realize 70% of the indicative quantities 

placed in the tender dossier respectively in the contract. Based on the 

circumstances mentioned above, contracting authorities and pursuant 

to the relevant articles with friendly agreements with EO, to amend the 

contracts in force by adapting them to current needs as a result of 

the situation of "force majeure" and better fulfilment of relevant 

contracts (amended estimated quantities). 

While testing the payment of €3,252 from the framework contract 

"Supply of consumables outside the essential list" in the General 

Hospital in Ferizaj, in the amount of €74,205, we found that three 

items6 were exceeded n three⁷ positions for more than 30%.  

The procurement office had not amended the contract based on the 

notification of the PPRC for adjusting the quantities to current needs. 

This was due to the increase in the number of patients admitted to 

Ferizaj Hospital caused by Covid-19. The amendment of the contract 

was not performed as a result of negligence. 

Impact Exceeding the framework contract without amending it (according to 

the notification of the PPRC) in addition to being contrary to applicable 

laws may also affect the non-achievement of value for money. 

                                                      
6 Item 6. Cardboard box for disposable of sharp waste 10L, the contracted quantity was 250 pieces, while 

1000 pieces were supplied, Item 74. Oxygen mask with tube for children, the contracted quantity was 100 

pieces while 200 pieces were supplied, exceeding the limit for 100 pieces; and Item 78. Nasal cannula for 

oxygen, the contracted quantity was 70 pieces while supplying 200 pieces, exceeding the limit by 130 

pieces. 
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Recommendation A6  The Steering Board and Director of the Hospital should ensure that 

in cases where it is required to exceed the quantities due to the 

situation of "force majeure" the contract is amended based on the 

notification of the PPRC 

 

Issue A7- Deficiencies in contract management 

Finding  According to Section 18.29 of the Rules and Operational Guidelines 

for Public Procurement, the prices stated in the tender and further 

prices in the awarded contracts are fixed and binding for the parties 

to the contract. Prices cannot be changed during the term of the 

contract". Also according to article 61.19 the Project Manager will 

"Manage the obligations and duties of the Contracting Authority 

specified in the contract and ensure that the economic operator 

performs the contract in accordance with the terms and conditions 

specified in the contract. 

We have noticed that the contract for "Internal and external cleaning 

of premises" in the General Hospital in Gjilan, concluded on 30.09.2019, 

for a period of 36 months, with a contract price of €21,634 per month 

was changed on 27.01.2020 based on an agreement with EO, to reduce 

the value of the monthly invoice from €21,634 to €19,628. According 

to the agreement, it was requested that "possibly the HUCSK help us 

with the promised amount per year" even though the agreement was 

not signed by the Director of the HUCSK. As a result of improper 

planning on 29.07.2020 in the contract were included three other 

objects increasing the value by €619 without changing and amending 

the contract according to the Rules and Guidelines for Public 

Procurement.  

Winning EO during the implementation of the contract had not complied 

with the conditions provided in the contract for documenting evidence 

with source documents for the engagement of 49 employees with a 

gross monthly salary of €302, an officer in charge with a gross salary 

of €350 and a manager with a salary of €380. 

This has occurred as a result of inefficient internal controls in the 

contract planning and execution process. 
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Impact Failure to implement the contract in accordance with the general 

conditions and special conditions set out in the contract reveals lack 

of controls and poor contract management. 

Recommendation A7  Steering Board and Director of the Hospital should ensure that the 

planning of funds, needs and specification of services must be prepared 

and designed prior to the commencement of tendering. They must 

further ensure through the contract manager that no invoices are 

accepted without ensuring that all payments to the engaged staff are 

made under the contract.  

Issue A8 – Contracts signed with no funds committed  

Finding  According to Article 15.5 of Financial Rule 01/2013, "No contract 

should be signed without a commitment generated by KFMIS for the 

current fiscal year. The commitment generated by KFMIS is an integral 

part of the contract. 

In nine7 procurement procedures for public framework contracts, we 

have noticed that HUCSK has signed a contract without prior 

commitment of funds for the current fiscal year. The total value of the 

commitment for fiscal year 2020 should be €1,762,486. 

This occurred due to the pandemic situation. 

                                                      
7 Supply with medicines from the essential list for the needs of HUCSK, in the amount of €2,134,080; Supply 

with contrast medicine from the essential list for the needs of HUCSK, in the amount of €336,056; Supply 

with medicines from the essential list for the needs of HUCSK, in the amount of €481,680; Cleaning and 

sanitation services at the University Clinical Centre of Kosovo-Re-tender, in the amount of €4,808,609; 

Supply with medicines from the essential list for the needs of HUCSK, in the amount of €2,470,490; Supply 

with medicines from the new essential list for the needs of HUCSK, in the amount of €1,242,752; Supply 

with reagent consumables outside the essential list for the Biochemistry clinic, in the amount of €152,835; 

"Supply with hygienic material", in the amount of €87,920; and “Servicing and Maintenance of Radiotherapy 

Equipment, Lot - 1”, in the amount of €144,255 
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Impact Signing a public framework contract in lack of committed funds is 

contrary to applicable law and risks non-performance of the contract 

or its late implementation. 

Recommendation A8  Steering Board and Director General should ensure that no contract 

is signed without prior commitment of funds for the current fiscal year. 

Issue A9– Splitting of tenders by using the minimum value procedures  

Finding  Pursuant to Article 17.6 of the Law on Public Procurement, a 

contracting authority shall not select or use a valuation method for 

the purpose of lowering the value of a service contract below a 

threshold specified in Article 19 of this law; nor shall a contracting 

authority split up a procurement requirement for a given amount of 

services for the purpose of lowering the value of a service contract 

below a threshold specified in Article 19 of this law. 

From the analysis of the report of the signed contracts we have noticed 

that: 

 Prizren Hospital during 2020 has signed eight contracts through 

procedures with a minimum value for servicing auto ambulances in 

the total amount of €7,887;  

 Mitrovica Hospital during 2020 has signed four contracts through 

procedures with a minimum value for servicing vehicles in the total 

amount of €3,880; and  

 Vushtrri Hospital within one day has signed two contracts with an 

EO through procedures with minimum value for Supply of reagents 

in the total amount of €1,930. 

Improper procurement planning and the pandemic situation has led to 

splitting of tenders by signing minimum value procedures for the same 

services. 

Impact Splitting of tenders using the minimum value procedure, makes the 

HUCSK avoid open procedures, as a result services in this way can be 

provided with higher prices, lower quality and not achieve value for 

money spent. 

Recommendation A9  Steering Board and respective Directors of Hospitals should ensure 

that procurement requests are summarized clearly and in a timely 

manner by the requesting units in order to eliminate the need for 

frequent procedures and the use of minimal procedures. 
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Issue B4 – Misclassification of expenditures  

Finding  According to article 18 point 3 of Financial Rule no. 01/2013 MF 

Expenditure of public money - expenditures should have the adequate 

codes, as defined under the Administrative Instruction for the Chart of 

Accounts 

HUCSK in 2020 has paid and recorded expenses in the amount of 

€38,000 in inadequate economic categories by the organization itself. 

More detailed information is as follows: 

 Payment in the amount of €20,000 according to the contract for 

"Roof repair in the Gynaecology ward - emergency request" in the 

General Hospital in Gjilan was paid from the category of goods but 

these costs by nature belong to capital investments; and 

 Payment in the amount of €18,000 in the General Hospital in Peja 

(equipment), was paid from the category of goods but these costs 

by nature belong to capital investments 

This occurred because of the Covid-19 pandemic situation, whereby 

urgent needs for investment led to misclassifications.  

Impact Incorrect reporting or classification of data in the financial statements 

leads to misunderstanding of the financial activities of the HUCSK, 

overestimating/underestimating the economic categories. 

Recommendation B4  Steering Board and Director General should ensure that the necessary 

actions are taken by respective Directors of Hospitals so that the 

payments and recording of expenditures is done according to the 

appropriate economic categories, to enable their fair reporting in the 

AFS according to the Chart of Accounts.  

 

Issue A10 - Purchase of oxygen without procurement procedures 

Finding  According to Article 21.2 of the Financial Regulation 01/2013- MF 

Expenditure of Public Money, "Expenditures that do not require 

procurement are as follows: Salaries, expenditures paid with petty cash, 

advance money for trips, utilities, subsidies and transfers, 

interdepartmental transactions. 
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Payment in the amount of €20,709 in Vushtrri Hospital was related to 

the purchase of oxygen for the needs of the hospital. The purchase 

of oxygen was carried out without following the procurement 

procedures. The payment was executed through court decisions, as the 

officials responsible for payment processing did not make the payment 

and EO sent the case to the private bailiff and won the case. 

According to the Director of Administration at Vushtrri Hospital, 

emergency needs due to the situation created with Covid-19 have 

pushed the hospital to seek solutions regarding the provision of oxygen. 

Impact Purchase of oxygen without procurement procedures, in addition to 

being contrary to the regulation, has also affected additional costs as 

the hospital did not make the payment and EO has sent the case to 

the private bailiff and has won the case. 

Recommendation A10 Steering Board and Director of the Hospital should ensure that 

in case of emergency expenditures they use the negotiated procedure 

according to the Procurement Law. 

2.3.2 Capital investments  

The final budget for capital investments was €10,579,098, of which €7,092,604 were spent 

in 2020. They mainly relate to purchase of special medical equipment, construction of 

health facilities etc. We tested 22 samples of €3,166,486 as part of substantive testing and 

eight procurement procedures. 

Issue A11 - Failure to sign the contract on time and equipment not ordered 

Finding  According to Section 22.3d of the Rules and Guidelines for Public 

Procurement, upon the publication of the Contract Award Notice, the 

Contracting Authority shall sign the contract. 

Procurement procedure "Supply with Medical Equipment for the 

Oncology Clinic" in UCCK in the amount of €1,487,777, the contract 

award notice was published on 10.12.2019 and according to the 

announcement the planning date of the contract signing was 

12.12.2019. The contract was signed on 01.04.2020 about four months 

after the planning. During 2020, no purchase order was issued by the 

HUCSK for the delivery of the device. 

Delays in signing the contract and non-ordering occurred due to lack 

of funds.  
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Impact Delays in signing the contract and ordering the equipment affect the 

lack of proper services for patients. 

Recommendation A11 Steering Board and Director General should ensure timely signing 

of contracts and ordering of the equipment. 

Issue A12- Delays in tenders evaluation for procurement procedures   

Finding  According to Section 41.2 Rules and Operational Guidelines for Public 

Procurement, the procedure for examination, evaluation and 

comparison of tenders will be completed by the CA within the shortest 

possible period of time and not more than 30 days from the opening 

of the tenders. Only in exceptional and justified cases, in particular 

with a contracts of a "of a complex nature, this period may be extended 

for an additional term of 20 days. The tender evaluation process shall 

start immediately after the completion of the tender opening process 

and not later than 5 days after the completion of the tender opening 

process. 

Procurement procedure "Supply with Cardiac Electrophysiology System" the 

opening of bids took place on 16.01.2020 while the evaluation of tenders was 

completed on 23.03.2020 or 65 days after opening. Procurement procedure 

"Supply with Haemodialysis Medical Equipment for the Nephrology Clinic and 

General Hospitals" the opening of bids took place on 10.02.2020 while the 

evaluation of tenders started on 24.02.2020 or 14 days after the opening. 

Procurement procedure "Supply with Laparoscope" in Prizren Hospital, the 

opening of bids took place on 11.08.2020, while the evaluation of tenders 

started on 19.08.2020 or 8 days after the opening. 

The delay in the formation of the commission was the reason for 

starting the evaluation with delay, while according to the procurement 

manager the evaluation of tenders beyond the deadline has occurred 

due to the complexity of the procedure. 

Impact Delays in starting and ending the tender evaluation may cause the 

cancellation of procedures.  

Recommendation A12  Steering Board and Director General should ensure that tenders 

evaluation is carried out within the deadline according to the legislation 
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Issue A13 - Purchase of the vehicle without approved budget 

Finding  According to Article 17 of Law no. 07/L-001 On Budget Appropriations 

for the Budget of the Republic of Kosovo for 2020 "The Chief 

Administrative Officer of the budget organization is the main legal 

responsible person for budget execution, in accordance with Article 10 

of the LPFMA as well as sub-legal acts approved by the Minister, 

including the delegation of expenditures to budget organizations. Also 

according to Article 4 of the same law "Approves the budget of the 

Republic of Kosovo for fiscal year 2020 as defined in table 2 and 

tables 3.1 and 3.2, attached to this law". 

Gjakova Hospital had purchased a vehicle in the amount of €16,490 

even though there was no approved budget for the purchase of the 

vehicle. The purchase was made from the approved budget for medical 

inventory. 

The negligence of the responsible persons of the Gjakova Hospital has 

caused the purchase of the vehicle without an approved budget. 

Impact Purchasing a vehicle without an approved budget, in addition to being 

contrary to the Budget Law, has also affected the non-realization of 

the project which was approved according to the law. 

Recommendation A13 Steering Board and Director of the Hospital should ensure that 

the budget for capital investments is spent according to the projects 

approved in the budget law. 

2.3.3 Issues related to expenditures for the management of Covid-19 

pandemic  

HUCSK spent €12,472,336 for the management of the Covid-19 pandemic from the Fiscal 

Emergency Package. Expenditures €12,456,045 were paid from the category of Wages and 

Salaries for allowances, whilst the rest of €16,291 was paid from Goods and Services for 

medical supplies and disinfectants. According to the AFS, €2,823,759 were received as 

donations from third parties for Covid-19 expenses for drugs and consumables. 
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Issue A14 – Allowances for Covid-19 according to Government decision  

Finding  According to point 1.6 of decision 01/2019 dated 30.03.2020 of the 

Government of the Republic of Kosovo amended by decision 06/25 

dated 17.04.2020, it is Approved the Fiscal Emergency Package 

"Provision of salary supplement in the amount of €300 for field workers 

and that are directly exposed to the risk of infection in their work (not 

all staff of the institution): Medical and support staff (doctors, nurses 

and other staff exposed to the risk) ". Also according to the Decision 

31-2/2020 dated 27.04.2020 of the Minister of Finance and Transfers 

for the Operational Plan for the Emergency Fiscal Package, the 

administrative staff cannot benefit from allowances. 

During the analysis and confirmation by the responsible persons from 

all programs, we found unequal treatment of staff. In some cases 

allowance were paid to all staff and in some others not. The cases 

are the following: 

 In UCCK, allowances have been paid for all staff (including 

administration staff) whilst administration staff of HUCSK were not 

paid the allowances;  

 In the General Hospitals of Vushtrri and Ferizaj, allowances have 

been paid to a part of administration, whilst in other hospital 

administration staff were not paid the allowances;  

 In UDCCK, allowances have been paid to all staff; and  

 In the Mental Health Centres, allowances were paid to the 

administration as well.  

This happened as a result of incorrect interpretation of the Government 

decision. 

Impact Unequal treatment of staff when it comes to allowances for Covid-19 

may lead to improper management of the fiscal package and unlawful 

spending of salaries budget.  

Recommendation A14 Steering Board and Director General should take immediate 

action to review this case and ensure that all payments are made in 

accordance with Government decisions. 
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3 Summary on budget planning and execution  

We have considered the sources of budget funds, spending of funds and revenues collected 

by economic categories. This is highlighted in the following tables: 

Table 1. Expenditures by sources of budgetary funds (in €) 

Description 
Initial 

Budget  

Final 

Budget10 

2020 

Outturn 

2019 

Outturn 

2018 

Outturn 

Sources of Funds   118,714,401 132,065,296 126,021,739 124,163,113 84,993,519 

Government Grant -

Budget  
113,152,401 122,513,165 119,060,693 116,726,645 84,474,625 

Financing through 

borrowing  
0 3,910,725 3,910,725 0 0 

Revenues from PAK  5,562,000 5,562,000 3,025,295 7,354,528 498,811 

Domestic grants  0 113 0 1,600 2,887 

External grants  0 79,294 25,026 80,340 17,196 

The final budget is higher than the initial budget by €13,350,894. This increase is a result 

of the budget increase based on Government decisions and budget changes as a result of 

revision of the Law on Budget.  

In 2020, HUCSK spent 95% of the final budget or €126,021,739, a decrease of 4% 

compared to 2019. Explanations for the current position are detailed below. 

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

Description 
Initial 

Budget 
Final Budget  

2020 

Outturn 

2019 

Outturn 

2018 

Outturn 

Spending of funds by 

economic categories 
118,714,401 132,065,296 126,021,739 124,163,113 84,993,519 

Wages and Salaries 57,190,921 76,308,250 76,249,759 62,736,817 58,242,230 

Goods and Services  42,301,064 42,373,480 39,877,709 40,972,359 13,659,911 

Utilities 4,103,416 2,804,469 2,801,668 3,756,559 3,617,547 

Capital Investments  15,119,000 10,579,098 7,092,604 16,697,378 9,473,832 

                                                      
10 Final budget – the budget approved by the Assembly and subsequently adjusted for by the Ministry of 

Finance 
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Explanations for changes in budget categories are given below: 

- The final budget for Wages and Salaries increased by €19,117,328 compared to 

the initial budget. The changes occurred with the Amendment and Supplement 

to the Law on Budget Appropriations for 2020 (€3,910,725) and with the decision 

of the Government (€15,206,603) mainly for additions to the basic salary after 

the situation created with Covid-19;  

- The final budget for Goods and Services compared to the initial budget was 

increased by €72,416. The changes occurred with the Amendment and 

Supplement of the Law on Budget Appropriations for 2020 (reduction of €620,000) 

by Government decision (budget increase of €664,952) and increase of the budget 

from external donations by €27,464;  

- The final budget for Utilities compared to the initial budget was reduced by 

€1,298,947. The changes occurred with the Amendment and Supplement of the 

Law on Budget Appropriations for 2020 (reduction of €1,375,948) and with the 

decision of the Government the budget was increased by €77,001;  

- The final budget for Capital Investments compared to the initial budget was 

reduced by €4,539,902. The changes occurred with the Amendment and 

Supplementation of the Law on Budget Appropriations for 2020 in the amount 

of €3,542,815 and with the decision of the Government €997,087;   

HUCSK spent a total of €12,472,336 for the management of the Covid-19 pandemic 

from the Fiscal Emergency Package. Expenditures €12,456,045 were paid from the 

category of Wages and Salaries for allowances, whilst the rest of €16,291 was paid 

from Goods and Services for medical supplies and disinfectants. 
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Chart 2. Expenditures by economic categories during 2019-2020 

 

The increase in expenditures over the years was as a result of the Health reform, where 

some responsibilities have been transferred from the Ministry of Health to the HUCSK, such 

as the management of the essential list, affecting the category of goods and services. 

Wage expenditures have increased this year as a result of allowances for the management 

of COVID, while expenditures for capital investments have been reduced as a result of non-

implementation of projects from the situation created by COVID 

Chart 3 Spending by economic categories for year 2020 
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Table 3. Revenues (in €) 

Description 
Initial 

Budget 

Final 

Budget  

2020 

Receipts  

2019 

Receipts 

2018 

Receipts 

Total revenues  2,390,779 1,989,159 1,677,809 3,302,176 2,743,091 

Non-tax revenues  2,390,779 1,989,159 1,668,729 3,302,176 2,738,091 

Other revenues  0 0 9,081  5,000 

4 Progress in implementing recommendations  

The audit report on 2019 AFS of HUCSK resulted in 15 recommendations. HUCSK prepared 

an Action Plan stating how all recommendations will be implemented. HUCSK submitted the 

progress report on implementation of recommendations as required in the Rules of 

Procedures on audit implementation and action plans.  

By the end of our audit for 2020, six recommendations were implemented, four were not 

implemented yet, and five were no longer applicable, as seen in Chart 4 below. For a more 

thorough description of the recommendations and how they are addressed, see Table 4 

(Table of recommendations).   

Chart 4. Progress in implementing prior year’s recommendations 
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Table 4 Summary of prior year’s recommendations and of 2020 

No. Audit area Recommendations of 2019 Actions taken Status 

1 Handling of 

cash   

Steering Board and Director General should 

analyse the reasons for such expenditures 

and, through the relevant units, should 

make the most accurate assessment of 

purchasing needs using procurement 

procedures while petty cash funds will be 

used only for purchases with small values 

which appear in unpredictable cases 

Due to the 

situation created 

with Covid-19 this 

recommendation is 

closed for 2020. 

No longer 

applicable  

2 Revenues Steering Board and the Director General 

should ensure, through financial managers, 

that all hospitals and other units receive 

payments over €10 through bank account. 

In the event this is not feasible, it should 

be addressed to the Ministry of Finance to 

change the current regulation 

This 

recommendation is 

closed for 2020. 

No longer 

applicable 

3 Wages and 

Salaries  

Steering Board and the Director General 

should ensure that the management of all 

HUCSK units is exercising control over 

monthly reports processed for the payment 

of night shifts based on night shifts 

logbooks. They should ensure that laws 

regulating the deduction issues for officers 

and the full functioning of work attendance 

electronic systems are applied. 

Due to Covid-19 

pandemic this 

recommendation 

was not applicable 

for 2020 

No longer 

applicable  

4 Goods and 

Services 

and Utilities  

Steering Board and Director General should 

ensure that procurement procedures for 

contracts about to expire are initiated as 

planned and that all possible obstacles and 

delays are taken into consideration so that 

the contract is concluded before the 

current contract is due 

Due to the 

situation created 

with Covid this 

recommendation is 

closed.  

No longer 

applicable 

5 Capital 

Investments  

The Board of Directors and the Director 

General should ensure that contract 

manager  report any deviations from the 

general terms and conditions of the 

contract by supporting those with specific 

analyses and that they obtain prior 

approval from the procurement office and 

the CAO thereon 

During 2020 we 

have not 

encountered such 

cases.  

Implemented  

6 Capital 

Investments 

Steering Board and the Director General 

should, through the contract manager, 

ensure that the equipment is ordered only 

after the necessary renovations are done 

so that medical equipment do not sit in 

During 2020 we 

have not 

encountered such 

cases.  

Implemented 
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the warehouse and lose the warranty 

period before being installed 

7 Capital 

Investments 

Steering Board and the Director General 

should ask the procurement manager that 

the procedures be initiated in a timely 

manner and that the established criteria 

are well analysed and they comply with the 

procurement rules before action is taken to 

initiate procurement procedures 

During 2020 we 

have not 

encountered such 

cases. 

Implemented 

8 Common 

issues 

Steering Board and the Director General 

should ensure that the design of the 

technical specifications is done in such a 

way so as not to favour or discriminate 

against potential bidders. 

During 2020 we 

have not 

encountered such 

cases. 

Implemented 

9 Common 

issues 

Steering Board and Director General should 

ensure that contract managers monitor the 

fulfilment of contracts by ensuring that the 

delivery of equipment is done according to 

the terms of the contract, otherwise 

penalties should be applied under the 

contract 

During 2020 we 

have not 

encountered such 

cases. 

Implemented 

10 Common 

issues 

Steering Board and Director General should 

ensure fair segregation of duties amongst 

officers involved in the procurement 

process. Officers involved in drafting of 

specifications should not be assigned for 

tender evaluation and the latter cannot 

engage in contract management. 

During 2020 we 

have not 

encountered such 

cases. 

Implemented 

11 Common 

issues 

Steering Board and Director General should 

ensure that the liabilities arising from the 

collective agreement are planned/budgeted 

and paid in a timely manner and all 

accepted invoices are paid within the time 

limits in order to avoid additional costs. 

This 

recommendation is 

closed for this 

year. Even during 

2020 there are 

additional costs for 

court-enforcement 

decisions which are 

addressed in the 

emphasis of the 

case. 

No longer 

applicable  

12 Common 

issues 

Steering Board and Director General should 

ensure that, in addition to adequate 

budgeting in 2020 of funds for servicing 

medical equipment and elevators, best 

efforts are made to eliminate 

misclassifications so that all expenditures 

are paid from appropriate categories 

according to the chart of accounts 

 

Even during 2020 

we have 

encountered 

misclassification of 

expenditures. See 

recommendation 

B4. 

Implementation 

not started  
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13 Assets  Steering Board and Director General should 

ensure that all units work effectively with 

asset officers to have a complete asset 

register. The identified and unidentified 

errors in the asset register should be 

corrected and the value of the assets 

should be realistic. In addition, adequate 

training should be provided for asset 

officers in order for the competence to be 

at the right level to avoid all the 

ambiguities faced by asset officers and to 

consider the possibility of drafting any 

internal regulations for the identification 

and management of assets 

Even this year we 

have encountered 

non-registration of 

assets in KFMIS. 

See 

recommendation 

B1. 

Implementation 

not started 

14 Assets Steering Board and Director General should 

ensure that all necessary actions have 

been taken to operationalise the e-asset 

system for the identification of assets 

under €1,000. In addition, after the 

inventory, harmonisation should be made 

with the assets register to correct possible 

errors in the assets register 

Even this year E-

assets is not 

functional. See 

recommendation 

B3. 

Implementation 

not started 

15 Contingent 

Liabilities  

Steering Board and Director General should 

ensure effective controls from the units 

(Gjilan Hospital) in identifying the events 

and their inclusion in the AFS before they 

are consolidated, especially regarding the 

disclosure of information 

This year, too, 

there have been 

shortcomings in 

terms of contingent 

liabilities. See 

recommendation 

B2. 

Implementation 

not started 

No Audit Area  Recommendations for year 2020 

1.  Basis for 

opinion 

Steering Board and Director General ensure that all units cooperate with assets 

officers, in order to have a complete assets register.  

2.  Basis for 

opinion 

Steering Board and Director General should ensure that audits are carried out 

prior to the preparation of the consolidated AFS, so that assets under €1,000 

and stocks are presented at exact values. 

3.  Basis for 

opinion 

Steering Board and Director General should ensure that the units will record 

contingent liabilities and correctly include them in the AFS. 

4.  Basis for 

opinion 

Steering Board and Director General should ensure that outstanding liabilities 

are correctly disclosed in the AFS. 

5.  Basis for 

conclusion 

Steering Board and Director General should ensure that adequate procurement 

procedures are developed in order to avoid payments outside the basic 

contract. 

6.  Basis for 

conclusion 

Steering Board and Director General should ensure that all necessary actions 

have been taken to make the e-assets system operational for the recording 

of assets under €1,000.  
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7.  Basis for 

conclusion 

Steering Board and Director General should ensure that assets inventory has 

been completed in time and that the outcome is reconciled with the asset 

register in order to rectify possible errors in the asset register. 

8.  Basis for 

conclusion 

Steering Board and Director General should ensure that third party payments 

are recorded in KFMIS.  

9.  Goods and 

Services 

and Utilities  

Steering Board and Director of the Hospital should ensure that in case of 

emergency expenditures they use the negotiated procedure according to the 

Procurement Law.  

10.  Goods and 

Services 

and Utilities 

Steering Board and Director General should ensure that no contract is signed 

without prior commitment of funds for the current fiscal year. 

 

11.  Goods and 

Services 

and Utilities 

Steering Board and respective Directors of Hospitals should ensure that 

procurement requests are summarized clearly and in a timely manner by the 

requesting units in order to eliminate the need for frequent procedures and 

the use of minimal value procedures.  

12.  Goods and 

Services 

and Utilities 

Steering Board and Director General should ensure that the necessary actions 

are taken by respective Directors of Hospitals so that the payments and 

recording of expenditures is done according to the appropriate economic 

categories, to enable their fair reporting in the AFS according to the Chart of 

Accounts. 

13.  Goods and 

Services 

and Utilities 

The Steering Board and Director of the Hospital should ensure that in cases 

where it is required to exceed the quantities due to the situation of "force 

majeure" the contract is amended based on the notification of the PPRC.  

14.  Goods and 

Services 

and Utilities 

Steering Board and Director of the Hospital should ensure that the planning 

of funds, needs and specification of services must be prepared and designed 

prior to the commencement of tendering. They must further ensure through 

the contract manager that no invoices are accepted without ensuring that all 

payments to the engaged staff are made under the contract.  

15.  Capital 

investments  

Steering Board and Director of the Hospital should ensure that the budget for 

capital investments is spent according to the projects approved in the budget 

law.  

16.  Capital 

investments 

Steering Board and Director General should ensure that tenders evaluation is 

carried out within the deadline according to the legislation.  

17.  Capital 

investments 

Steering Board and Director General should ensure timely signing of contracts 

and ordering of the equipment.  

18.  Covid - 19 Steering Board and Director of the Hospital should take immediate action to 

review this case and ensure that all payments are made in accordance with 

Government decisions. 
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Annex I: Letter of confirmation 
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Annex II: Explanation regarding different types of 

opinion applied by NAO and other parts of the 

Auditor’s Report 

Auditor’s Report on the financial statements 11 should contain a clear expression of opinion 

referring to financial statement, based on conclusions drawn from the evidence obtained 

during the audit. Where the audit is conducted to assess also conformance with legislation 

and other regulations the auditors have an additional responsibility to report on compliance 

with authorities12. Such opinion should be separated from the opinion whether financial 

statements are true and fair, i.e. the opinion may be modified with respect to compliance 

issue(s) but still be unmodified in reference to credibility of the financial statements (or 

vice versa). 

For the purpose of concluding whether an opinion on the financial statements is modified 

or unmodified an auditor should assure himself/herself whether audit results include or not 

(a) detected material or pervasive misstatement(s) or potential one(s) presumed in the event 

of a limitation of scope.  

A misstatement is a difference between the reported amount, classification, presentation, 

or disclosure of a financial statement item and the amount, classification, presentation, or 

disclosure that is required for the item to be in accordance with the applicable financial 

reporting framework. Misstatements can arise from error or fraud. 

(extract from ISSAI 200)  

Forms of opinion  

Unmodified opinion 

It is formulated when no misstatements or non-compliance were detected or misstatements 

and/or non-compliance were detected, a single one or aggregate, that do(es) not equal or 

exceed the level of materiality for the financial statements as a whole or (a) misstatement(s) 

and/or non-compliance detected within a certain class of transactions do(es) not equal or 

exceed the level of lower materiality established for this class of transactions. It is also 

formulated if there is no limitation of scope or a limitation of scope may not lead to 

omission of (a) material misstatement(s) and/or non-compliance). 

                                                      
11 Financial statements in the public sector include also the statement(s) of budget execution 
12 Compliance with authorities: compliance with laws, rules, regulations, standards, or good practices.  
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Limitation of scope occurs when an auditor 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 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. 

Modifications to the opinion in the auditor’s report   

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 and/or non-compliance, or is unable to obtain sufficient appropriate 

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

misstatement and/or non-compliance, the auditor should modify the opinion in the auditor’s 

report. A modified opinion may be: 

- Modified (qualified) 

- Adverse, or  

- Disclaimer 

Qualified opinion 

It is formulated when misstatement and/or non-compliance were detected, a single one or 

aggregate, that equals or exceeds the level of materiality for the financial statements as a 

whole or (a) misstatement(s) and/or non-compliance detected within a certain class of 

transactions equals or exceeds the level of lower materiality established for this class of 

transactions. It is also formulated if there is a limitation of scope that may not lead to 

omission of (a) material misstatement(s). 

Adverse opinion 

It is formulated when misstatement and/or non-compliance were detected, a single one or 

aggregate, that pervasively exceeds the level of materiality for the financial statements as 

a whole or (a) misstatement(s) and/or non-compliance detected within a certain class of 

transactions pervasively exceeds the level of lower materiality established for this class of 

transactions. 

“Pervasive is a term used, in the context of misstatements and/or non-compliance, to 

describe the effects of misstatements and/or non-compliance on the financial statements 

or the possible effects on the financial statements of misstatements and/or non-compliance, 

if any, that are undetected due to an inability to obtain sufficient appropriate audit evidence. 

Pervasive effects on the financial statements are those that, in the auditor’s judgment: 
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a) Are not confined to specific elements, accounts or items of the financial statements 

b) If so confined, represent or could represent a substantial proportion of the financial 

statements; or 

c) In relation to disclosures, are fundamental to users’ understanding of the financial 

statements. 

Disclaimer of opinion 

It is formulated when limitation of scope, i.e. inability to obtain sufficient appropriate audit 

evidence, is material and pervasive.  

Emphasis of Matter paragraphs and Other Matters paragraphs in the auditor’s report 

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. 

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.  

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. 


