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Preface 
This year the 6th IASME/WSEAS International Conference on Economy and Management 
Transformation (EMT '11) was held in Angers, France, November 17-19, 2011. The conference 
provided a platform to discuss business management, digital marketing, business law, crisis 
management, banking sector etc. with participants from all over the world, both from academia 
and from industry. 

Its success is reflected in the papers received, with participants coming from several countries, 
allowing a real multinational multicultural exchange of experiences and ideas. 

The accepted papers of this conference are published in this Book that will be indexed by ISI. 
Please, check it: www.worldses.org/indexes as well as in the CD-ROM Proceedings. They will 
be also available in the E-Library of the WSEAS. The best papers will be also promoted in many 
Journals for further evaluation. 

A conference such as this can only succeed as a team effort, so the Editors want to thank the 
International Scientific Committee and the Reviewers for their excellent work in reviewing the 
papers as well as their invaluable input and advice. 

The Editors 
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Plenary Lecture 1 

Micro-Entity Financial Reporting: Opinions and Debates 
 

 
 

Professor Ramona Neag 
"Petru Maior" University 

Tg Mures, Romania 
Email: ramonaneag@yahoo.com 

 
Abstract: At european level we are speaking about adoption of a series of amendments simplifying disclosure 
requirements for medium-sized companies and clarifying the obligation to draw up consolidated account. In order to 
facilitate significant simplification for the smallest limited liability companies, the proposal issued by the Commission 
of the European Communities in February 2009 (Proposal for a Directive of the European Parliament and of the 
Council amending Council Directive 78/660/EEC on the annual accounts of certain types of companies as regards 
micro-entities, 2009) suggests that a category of micro-entities as the smallest enterprises could be introduced into 
the EU legislative framework. Positive effects of the review will include a reduction of burden mainly for small 
enterprises ("think small first") as well as qualitative improvements for all enterprises in the scope of the Directives. 
Micro-entities are however often subject to the same reporting rules as larger companies. Those rules put a burden 
on them which is not in proportion to their size and is therefore disproportionate for the smallest enterprises as 
compared to the larger enterprises. Therefore it should be possible to exempt micro-entities from the obligation to 
draw up annual accounts. However, micro-entities must still be subject to the obligation to keep records showing the 
company's business transactions and financial situation as a minimum standard to which Member States remain free 
to add further obligations. The time it took to find a solution provides evidences of the complexity of the matter. 
Maybe we should leave the users and preparers of micro-entitiy financial reports to impose their opinion related to the 
complexity of their information needs. 
  
Brief Biography of the Speaker:  
NEAG RAMONA, was born in Miercurea Ciuc (Romania) on March 16, 1969. She graduated in 1992 from Academy 
of Economic Studies, Bucharest, Romania. From 1992 to 2000 she worked at Academy of Economic Studies like 
Assitant and Associat Professor at the Accounting Department. She is Ph.D. (2000) in "Economy - Accounting" , 
Academy of Economic Studies, Bucarest, Romania. She is now Professor (2001) at „Petru Maior” University, Tg 
Mures, Romania and also vice-dean of the Faculty of Economic Studies, Law and Administrative Sciences. Her area 
of expertise is the financial accounting and international accounting, IFRS and IFRS for SMEs, European Accounting 
Directives. She published 3 books and co-authored 6. She authored and co-authored over 27 scientific papers 
published in reviewed journals or presented at international conferences. She was member of an international project 
"European Entrepreneurship Education - EEE" (2007 - 2009). 
She is member of two professional bodies: Body of Expert and Licensed Accountants of Romania (CECCAR) from 
2001 and Romanian Chamber of Auditors (CAFR) from 2008. From 2006 she is president of CECCAR, county 
Mures, Romania. 
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An analysis on internal controlling and auditing of public institution in Kosovo

SHAQIR REXHEPI,     BASHKIM BELLAQA


Kosovo Operator System  Transmission and Trade,   Statistical Office of Kosovo

Iljaz, Kodra street, n.n,     Zenel Salihu street, n 4

PRISTINA, KOSOVO


      shaqirrexhepi@hotmail.com,   bashkim_belaqa@hotmail.com

Abstract: - In this scientific work it was elaborated and analyzed the auditing and controlling of public institution, and factors that increase the quality of public finance managing, considering how it function controlling and auditing with its transparency for development of public institution. Kosovo is facing many different challenges and has big gap in organizing well established controlling in public institution. Some budgeting organizations do not know completely the importance of controlling and auditing in their role regarding their instruments, function, attitude and benefits. The role of internal controlling and auditing in public institution has direct influence on improving the efficiency of finical management of every organizations and entrepreneurs, whereas every one of them has the need for a better performance and better managing efficiency of its own. 

Key-words:- Internal Auditing, internal controlling, public institution, control strategy, quality of audit


1 Introduction 

In this work it was analyzed the role of controlling and auditing in increasing of quality of public finance managing considering how it function controlling and auditing with its transparency for development of public institution. Kosovo is facing many different challenges and has big gap in organizing well established controlling in public institution. Some budgeting organizations do not know completely the importance of controlling and auditing in their role regarding their instruments, function, attitude and benefits. The role of internal controlling and auditing in public institution has direct influence on improving the efficiency of finical management of every organizations and entrepreneurs, whereas every one of them has the need for a better performance and better managing efficiency of its own. 

Public institutions of Kosovo need to have a well established organizated and functioning of budget controlling mechanisms, beginning from 

planning to realize it. This, functioning will be realized with exchanging experiences from developed countries, based on different practices, for example, in organizing, functioning, activities, objectives, and possible options for a more appropriate model for better efficient system of finance management in Kosovo. In this research are introduced concepts, practices, influences and results of auditing and controlling in public institution which are financed from budget of Kosovo. 

Main objective of this research is to find main problems of finance rapport and their influence in auditing to avoid them which happening in Kosovo public institution. In this research is given also western practices for organizing and functioning budget controlling and options for the appropriate model in accordance with democratic form of Kosovo ruling. The importance of this research will be huge for the time and environment that exist in Kosovo public institution and for their more effective work, as well in professional area. Mangers of Kosovo Republic Institution have the need to understand the role of internal public finance controlling as affective instrument to increase the quality of finance management in order to eliminate bad results in rapport and managing the public money. Kosovo has big need for further improvement of public finance institutions of budget organizations which are part of consolidated budget of Kosovo, to implement the standards of European Union for controlling and auditing. 

2 Objective of goal achievement 


Primary purpose and objective of this research is to assess financial reporting in the public sector, functioning and management of internal control, functioning of audit and role of objective achievement, increase of transparency and accountability method towards taxpayer’s responsibility towards institutions. Role of audit and control in management of public finances should not be underestimated but should both be continuously strengthened to achieve more efficient management. As main assumptions or objectives used in this research are: 


1. Role of control in financial governance applied by management, definition and its structure in Kosovo, role of Intosai system as useful guide for managers; 


2. Presentation of internal control and audit with European Union standards;  


3. Research and impact of control in increase of public finance quality;

4. Role of proper administration of Public Institution and application of law in economy and finances; 


5. Management of control in achieved results, implementation of control standards and primary and secondary legislation in force; 


6. Assess economics, efficiency and affectivity in


     utilization of public expenditures and 

     supervision of internal control structures [1].


3 Methodologies 

During compilation of this paper a comprehensive methodology has been used, which included various research – scientific methods, audit instruments, budget controls of public institutions, such as analytics, comparative, methods, interviews, surveys, a special method was utilized in functionalizing of important mechanisms in Kosovo, taking into account that Kosovo is a new state and it is in transition towards a new democratic order as per standards of the European Union and democratic world. 


The paper is mainly based on research and theory analyses and practical where dozens of materials were used and analyzed and numerous internal reports were studied, by relevant institutions which deal with these matters, as well and publications from various institutions. 


Main information used to produce a professional and comprehensive paper is: 


· Professional literature in field of audit and 

       control sector;

· Professional standards on international financial reporting and audit;

· Comparative literature between audits and previous controls in ongoing controls and audits for respective entities;

· Audit and control manuals, laws, codes and various reports of local and international institutions that cover this professional filed; 


· Recommendations made for various entities and

      degree of their implementation;

· Various information from internet, newsletters, and prestigious newspapers which deal with economic, audit and control affairs; 

For the research various scientific methods were used, such as: 

· Scientific literature of world and local authors


     and wide range of papers from filed of internal


     control and audit standards, which was very


     valuable for analyses of this paper; 


· Method for analyses of contents of relevant


     literature including comparison of information 

     and results; 


· Research of links reason – consequence, about problems created before and after audit and control; 


· Historic method was applied in research of experiences and historic development of instruments for political and financial control of the government by the parliament in systems with democratic governance systems; 


· Through comparative method are researched and enlighten similarities and eventual differences from achieved results by various studies on this problem. 
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Fig.1 Module of the process in strategic management 


4 Performance measurement in 

   realization internal control strategy   


   through control assessment

Another important activity in evaluation of the strategy is performance measurement


(achievements) of the institution. This activity includes comparison of expected and achieved results, deviations from the plan are investigated, individual evaluation of achievements is done, and declared and actual progress is examined. This process also includes realization of long term objectives, as well and short term objectives. Non realization and omissions in achievement of objectives are reason for instructions of corrective activities. Problem is expressed since right things are done but in ineffective formed and very slowly. 


Measurement of results is done between quantitative and qualitative criteria. Quantitative measurements usually include three comparative criteria: 


1. Comparison of performances in institutions in 

    various time periods;

2. Performance measurement in development of 

    control process of a public institution 

   (municipality) with another public municipal 

   Institution; 


3. Measurement of performance assessment at 

public institution of a country in realization of the 

strategy with other peer institutions in other 

countries [3].

Some key criteria of the financial power in evaluation of the strategy evaluation through control are:


1. Return of investment loan;           


2. Growth of state gross product;

3. Realization of the budget;

4. Effective institutional management;

5. Increase of state incomes;

6. Economic development;

7. High state control;

8. Law and state rules enforcement.

[image: image1.png]

             Fig.3 Evaluation of internal audit

5 Internal Audit in Kosovo 

Each public budgetary organization should establish and maintain an internal audit unit. The internal audit unit is authorized and is responsible to conduct regular audit of: respective budgetary organization or public company, other components, sub-units and abovementioned branches, and any publicly controlled enterprise [4]. In Kosovo each entity in public sector should ensure that each activity developed by the enterprise, such as notes, form of the management system and other processes are subject to systematic control at least once a year, by a comprehensive internal audit, by an internal audit unit that is authorized to conduct audit of the entity mentioned [2].
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Fig.2 Control evaluation frame


Internal Audit Department is responsible for development of an independent official assessment for all activities of the institution, financial or other. This department offers services for whole organization including ministers and presidents of the Municipal Assemblies and all management levels. It is not a continuation or replacement of proper management from structure management. Moreover, it helps the management by assessing and reporting on effectiveness of controls for which they are responsible. It is responsibility of the management to operate an appropriate system of internal control, and not duty of internal audit. 


6 Measures that influence quality of  


   audit and control 

For cases studies of this topic we have analyzed, studied, verified, examined, and reviewed many audit reports of the internal auditors for various public entities. 


As result of this all institutions that are subject of internal audit depending how they functions and to which institution they report have the same objective that these mechanisms serve to ensure planning, budgeting and utilization of public resources according to legislation of the country. By achievement of the objectives determined by the parliament and government. 

Audit of the public sector has an important functions that provides qualitative reports to the parliament and government and/or citizens on the fact how the taxpayers money was spend and how assets and liquidity in frame of public administration are managed [3].


An effective audit can contribute through dozens of forms important for management of public finances and at the same time ensure to the Parliament and citizens an realistic and objective description on how the public funds have been spend. It can identify irregularities that are related to misuse of public funds and weaknesses in management control, which endanger integrity of institutions and implementation of decisions of budgetary policies; determine reliability of reports on implementation of the budget and other financial data; identify manner and ways of misuse and inefficiency, with aim of achieving economic use of available budgetary resources and ensure reliable data regarding results of the programs, which would serve as bases for future improvements of the legal framework, policies and budgetary appropriations. 


Objective of the audit is to enable the auditor to express opinion on if the financial reports in all its aspects are prepared in accordance with framework determined for financial reporting. Nevertheless, due care should be exercised, even though opinion of the auditor (be it an individual or organization) increases credibility of the financial report. Utilizers of the audit reports cannot assume that it is a warranty for future of the institution or automatically ensures success of the management or effectiveness in management of operations. 


Based on information derived from the internal audit reports during the year 2008, in central and local level have been conducted over 200 audits by internal organization units. 


Internal auditors provided approximately 450 recommendations for improvement of control systems and other procedures which should be in harmony with respective laws. 


In relation to the recommendations Management:


· Implemented (62.5%);

· Under implementation are (21.7%); 


· (15.8 %) of recommendations were not implemented. 


Audit process differs from internal audit and external audit, since external audit performs audit activities in all state and public institutions in accordance with the constitution and law on establishment of the Office of Auditor General and this audit is performed outside of its institution, while internal auditor performs internal audit activities within the organization it works only for the senior management of the budgetary institution in accordance with the law on Internal Audit and adhering to basic principles for internal audit. 


Below we will present some findings of the auditors, who performed their audit in budgetary organizations, such: 


· There is no Procurement Plan; 


· There are not commitments for financial means;

· There is no decision of the evaluation


      Commission;

· Non completion of the tender dossier;

· Delay in distribution of goods and services and


      in implementation of works;

· There is no evaluation report;

· Elimination of the responsive bidders;

· Payments done without agreement for such;

· Payments for goods that have not been 

      received,


· Uncompleted technical report;

· Tender winner with the highest bid;

· Contract extension without respective decision;

· Failure in implementation of the contract;

· Absence of the notification for cancelation of


      the procurement procedures,


· Modification of the contract without previous


      agreement,


· Tender procedures were not applied.


For implementation of the recommendations provided by external and internal auditor’s senior management of the Organization has undertaken some concrete actions, such as: 


· Preparation of the action plan for implementation of the recommendations;

· Undertaking of sanction measures towards responsible officers;

· Provisional suspension for the job until evaluation by the court;

· Submission of some cases to the prosecution;

· Allocation of tasks to the employees who had conflict of interest during performance of their work activity [5].


Whilst as non-implementation of some recommendations by the management of institution according to information available from internal and external auditors the following factor had influence, such as: 


· Non provision of the plans for implementation of recommendations to responsible persons of the senior management;

· Absence of procedures, various policies and legislation;

· Limited budget for implementation of recommendations; 


· Inadequate and untrained personnel for implementation of recommendations;

· Unwillingness of management and personnel to undertake steps for implementation of recommendations, etc. 

7 Recommendations 


Below are presented these recommendations:


· Negotiation and signing of the monitoring and


     control agreements and subsidies with all public  


     companies when their financial management 

     and procurement processes are considered to be 

     relatively solid; 


· Transfer of all subsidies in accordance with


      approved payment plans included in such 

      agreements and not based on case; 


· Organization of trainings for public enterprises


      to address weaknesses identified in financial 

      management ad internal control assessment 

      reports , and to provide support if staff needs to 

      be re-appointed or announced redundant; 


· Satisfactory solution of the VAT accounting


      problem with Tax Administration;

· Even though in Kosovo it is foreseen that all


     budgetary organizations should establish  


     internal audit units/departments in order to have 

     better and more effective control within the 

     organization, so far not all organizations have 

     established internal audit units/departments; 


· Kosovo institutions even though majority of


     them have established internal audit units such 

     did not show any tangible result; 


· Audit institutions should verify all actions on expenditures and public incomes that should be performed in accordance with principles of the laws, rules and budgetary policies; 


· Independent audit of public and private institutions will contribute in favor of welfare and development, better processes of that institutions. It should ensure accurate utilization of public funds based on criteria that resources were best used from quality point of view and quantity point of view; 


· One more preferred and functional option for Kosovo is that in future by Constitution of Kosovo it should be determined and protected organizational as well and functional and financial independence, of the external and internal Auditor; moreover, by a special law organization structure and its functioning should be defined; 

· Independent auditors should increase responsibility and accountability of the officers and public institutions through regular audit by providing clear conclusions and recommendations for certain situations; this is noted to have essential increase from audit of ongoing years compared with audits of previous years; 


· In order to achieve desired success and start a better tradition for management and proper financial administration, senior audit institution in Kosovo should have much better cooperation with public prosecution of Kosovo and mutual cooperation with other western countries and conclude agreements that some auditors of Kosovo are professionalized and gain best practices from those countries since they have long lasting tradition. 


8 Conclusions


Audit and control process in Public Institutions has an important and crucial role in accountability and transparency on management of public resources and spending of public money. 


Budgeting, execution and financial reporting in public institutions requires transparency for accountability in all countries of modern and democratic world. This transparency and this management need also to be developed as process in Kosovo based on the constitution and laws in force. For achievement of effective and increase of quality of transparency of public funds in Kosovo, there is a continuous need for improvement of fair and transparent reporting on public money and this is greatly enabled by independent audit and strengthening of internal control in various institutions. 


This can be achieved by increasing effect of the auditor and control of various institutions, by proper education of the staff of internal audit units and by completely applying management procedures with adequate monitoring and control, but not without help of other competent institutions for prevention of phenomenon’s that are in contradiction with the law. 


In this process application of the budget law for functioning of the law and democratic governance in Kosovo’s can be achieved in the desired level with application of financial control instruments of the government during realization of the program and budget management with aim of respecting international contemporary standards that regulate filed financial reporting and audit and to respect and implement adequate laws. 
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