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

institution of economic and financial control which, according to 

the Constitution and domestic laws, enjoys functional, financial 

and operational independence. The National Audit Office 

undertakes regularity and performance audits and is accountable 

to the Assembly of Kosovo.  

Our Mission is to contribute to sound financial management in the 

public administration. We perform audits in line with 

internationally recognised public sector auditing standards and 

good European practices. 

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base for 

holding managers’ of individual budget organisations to account. 

We are thus building confidence in the spending of public funds 

and playing an active role in securing taxpayers’ and other 

stakeholders’ interests in enhancing public accountability. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Ministry of European 

Integration in consultation with the Assistant Auditor General, 

Valbon Bytyqi, who supervised the audit. 

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

by Florë Berisha (Team Leader) and Riza Spanca team member) 

under the management of the Head of Audit Department, Arvita 

Zyferi.  

 

 

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

http://zka-rks.org  
 

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

Introduction  

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

of the  Ministry of European Integration, which determines the Opinion given by the Auditor 

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

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

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

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

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

 

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

reflection of the quality of internal controls implemented by the Management of the Ministry of 

European Integration.   

Opinion of the Auditor General 

Unmodified Opinion  

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

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

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

We would like to thank the Minister and her staff for the cooperation during the audit process.  

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

The Annual Financial 
Statements

Governance
Financial Management 

and Control
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Key Conclusions and Recommendations  

 

 

 

MIE Management’s Response  

The Minister has considered the detailed audit findings and conclusions in this report and has 

committed to address all given recommendations.  

 

  

The AFS production process was 
managed according to the 

applicable legislation 
We have no recommendations in this area. 

Governance arrangements that 
relate to full implementation of the 

recommendations as well as the 
functioning of the Audit 

Committee had an impact in 
shortcomings of 2016 processes.

The Minister should ensure that the process 
of implementing the recommendations is 

addressed proactively where key 
issues/processes are reported to the 

Management on a monthly basis. Further 
on, ensure that a new Audit Committee has 

been appointed  in the shortest time 
possible, (see issues 1 and 2).

Although internal controls are 
effective in some areas  -

weaknesses exist in  a field of 
management of subsidies, 
personnel and liabilities.

The Minister should implement a detailed 
assessment of process and other areas 
highlighted in this report to identify 

reasons for weaknesses and action needed 
to address these (See issues 3 -6)
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1 Annual Financial Statements and other External 

Reporting Obligations   

Introduction  

Our review of the Annual Financial Statements (AFS) considers both compliance with the 

reporting framework and the quality and accuracy of information recorded in the AFS. We also 

consider the Declaration made by the Chief Administrative Officer and Chief Financial Officer 

when the draft AFS are submitted to the Ministry of Finance (MoF). 

The declaration regarding presentation of the AFS incorporates a number of assertions relating to 

compliance with the reporting framework and the quality of information within the AFS.  These 

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

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

1.1 Audit Opinion  

Unmodified Opinion 

We have audited the AFS of the Ministry of European Integration (MIE) for the year ended on 31st 

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

Execution Statement and the Explanatory Notes of the Financial Statements.  

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

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

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

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

Financial Reporting of Budget Organisations.  

Basis for the opinion 

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

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

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

evidence is sufficient and appropriate to provide a basis for the opinion.    
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Responsibility of Management and Those Charged with Governance and AFS  

The Secretary General of the Ministry of European Integration is responsible for the preparation 

and fair presentation of financial statements in accordance with International Public Sector 

Accounting Standards – Financial Reporting under the Modified Cash based Accounting and for 

such internal control as management determines is necessary to enable the preparation of financial 

statements that are free from material misstatement, whether due to fraud or error. This includes 

the application of Law no. 03/L-048 on Public Financial Management and Accountability (as 

amended and supplemented).  

The Minister is responsible to ensure the oversight of the Ministry’s financial reporting process. 

Auditor General’s Responsibility for the Audit of the AFS 

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

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

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

financial statements are free from material misstatements. 

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted 

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

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

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

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

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

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

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

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

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

the entity’s internal control.  

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

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

presentation of the financial statements. 
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1.2 Compliance with AFS  and other reporting requirements  

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

requirements. We considered: 

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

Organisations; 

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

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

 Compliance with Financial Rule no.01/2013 on Expenditure of Public Money; 

 Compliance with Financial Rule no.02/2013;  

 Action Plan on implementation of recommendations; 

 Requirements of Financial Management and Control (FMC) procedures; 

 Quarterly reports including nine-month financial statements; 

 Reports on Outstanding Liabilities;  

 Draft and Final Procurement  Plan;  

In the context of the AFS we have no issues to raise. Issues raised in the Audit Memorandum 

dated 15/11/2016 regarding the reporting framework have been addressed by the Management.  

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

when the draft AFS are submitted to the Ministry of Finance can be considered correct.  

Other external reporting requirements are also fully met by MEI, and we do not have any issues to 

raise. 
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2 Governance 

Introduction 

Effective governance arrangements are fundamental to MEI for successfully managing the 

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

other service users.  

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

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

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

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

budget organisation are supported by appropriate evidence.  

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

 those areas of Governance Arrangements where significant improvements are required 

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

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

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

areas are considered in Section 3 of this report) 

Overall Governance Conclusion  

The MEI Management made significant improvements in good governance arrangements. During 

2016, it managed to prepare a risk register against the Organization’s objectives, including the 

required actions for their management. Further on, the MEI made significant progress in 

completing the self-assessment questionnaire compared with previous year. The answers given 

correspond to the factual situation and supporting documents confirm their accuracy. In addition, 

management put in place adequate mechanisms to be informed in a timely manner about the 

processes and challenges followed the work during the year. 

However, the process of implementing the recommendations still has room for improvement. 

Some of the recommendations given in last year's report have not yet been implemented. Further 

on, failure to hold regular meetings by Audit Committee to review Internal Audit Unit reports 

diminished the importance of this unit against supporting management in achieving the 

objectives.  
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2.1 Progress in the Implementation of Prior Year 

Recommendations 

Our Audit Report on the 2015 AFS of MEI resulted in 13 key recommendations. MEI prepared an 

Action Plan stating how all recommendations will be implemented.   

At the end of our 2016 audit,  out of 13 recommendations given in previous year, ten (10) of them 

have been implemented, whilst three (3) have not been implemented yet. For a more thorough 

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

 

Issue  1 - Implementation of prior year recommendations - High Priority 

Finding  Although the Management implemented a formal process of managing and 

monitoring the implementation of the Auditor General’s recommendations, 

it has not yet managed to fully implement the Action Plan. Despite the 

progress made in this regard, recommendations regarding staff 

management, contract management and monitoring of subsidised projects 

have not yet been implemented. As a result, the same shortcomings were 

repeated this year. 

Risk Failure to implement recommendations increases the risk of continued 

presence of the same shortcomings and may affect weaknesses in 

management and reporting of expenditures. 

Recommendation 1 The Minister should ensure that the accountable persons listed in the Action 

Plan are held into account for full implementation of the AG 

recommendations, according to the specified timeline. 

2.2 Self-Assessment Checklist of FMC components  

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

effective governance arrangements. We have tested the quality of FMC self-assessment 

questionnaires submitted to the MoF by assessing one key question in each component of the 

checklist.  

This is not intended to give a commentary on the quality of the whole self-assessment 

questionnaire submission but will provide a ‘snapshot’ across a number of key questions to 

support the MoF in its attempts to increase the effectiveness of the process and develop the FMC 

system as a whole.  

Recommendations  

We have no recommendations in this area 
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2.2.1 Risk Management Processes 

Risk management as a general process of identifying, assessing and monitoring the risks and 

implementing the controls required to maintain risk exposure at an acceptable level is integrated 

as part of the overall management process. 

According to the guidelines set out in the FMC Rules and Rule 01/2010, all Budget Organisations 

should prepare a risk management register preceded by risk identification and assessment process 

in order to reduce the risks to an acceptable level supporting effective operational and strategic 

management. 

MEI managed to prepare a risk register identifying the risks, the way of management and the 

units responsible for undertaking the necessary actions. 

Recommendations  

We have no recommendations in this area 

2.3 Specific Governance Reviews 

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

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

2.3.1 Management Reporting and Accountability  

MEI put in place internal controls with a view to better functioning of the financial and control 

system. The controls were put in place in such a way as to include regular reporting to the 

management to enable timely information and opportunities to respond to the challenges and 

problems reported in terms of achieving the objectives. 

From our review and management control responsibilities implemented in this area, we can 

conclude that Management established an adequate organizational structure, delegated tasks and 

responsibilities and was informed about the processes developed within the Ministry. 

Departments and Divisions prepare regular reports addressed to the Secretary General, who also 

organises regular working meetings with Heads of Units. 

Recommendations 

We have no recommendations in this area.  
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2.4 Internal Audit System 

The Internal Audit Unit (IAU) operates with one auditor who at the same time is a Director of 

IAU. The impact of Internal Audit output should be judged by the importance that management 

places on addressing recommendations and the support provided by an effective Audit 

Committee.  

The Unit has an annual work plan derived from the internal audit strategy. The internal audit 

approach was based on the risks and current events of MEI. For January-December 2016, IAU 

prepared four (4) audit reports. In these reports, IAU provided recommendations intended to 

assist the Management in assessing the functioning of controls and making decisions for timely 

correction. However, the issues raised by the IAU were not fully addressed due to the failure of 

the Audit Committee to operate properly during 2016. 

 

Issue  2 - Audit Committee not functioning - High Priority 

Finding  AI 11/2010 on the Establishment and the functioning of the Audit 

Committee article 5, specifies that the AC should hold at least four (4) 

meetings during one year. During 2016, AC managed to hold only two (2) 

meetings. This occurred since the Chairman of the Committee was an 

advisor to the Minister who resigned in September 2016, which made it 

impossible to hold other meetings during the year. However, even after the 

appointment of the new cabinet, MEI failed to establish a new Audit 

Committee.  

Risk Lack of meetings and review of IAU reports, as well as operation in absence 

of AC throughout the year, significantly reduces the work and value of 

internal audit. In this way, it is also impossible to follow up and monitor the 

recommendations to the Management.  

Recommendation 2 The Minister should ensure that the Audit Committee is established in the 

shortest possible time based on legal request. Appointing a competent 

committee would increase the value of the internal audit and ensure a 

proper function of the internal control chain. 
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3 Financial Management and Control 

Introduction 

Our work on Financial Management and Control outside of the areas of Governance referred to 

section two reflects the detailed work undertaken on Revenue and Expenditure Systems. As part 

of this we consider Budget management, Procurement and Human Resources issues, and Assets 

and Liabilities. 

Financial Management and Control Conclusion 

Compared with the previous year, MEI management made significant improvements in Financial 

Management and Control processes. This is because MEI managed to eliminate the shortcomings 

in the field of procurement, budget management and the management of official travel expenses 

that were present in the previous year. However, a number of governance processes need to be 

further improved to support the effective management of the Ministry’s activities. Despite the 

measures taken, additional actions are needed in the area of managing subsidies, personnel and 

liabilities. 

3.1 Budget Planning and Execution 

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

This is highlighted in the following tables: 

Table 2. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget2 
2016 

Outturn 
2015 

Outturn 
2014 

Outturn 

Sources of Funds   1,728,534 1,628,476 1,511,752 1,617,905 1,591,519 

Government Grant -
Budget  

1,728,534 1,628,476 1,511,752 1,617,905 1,591,519 

The final budget in relation to the initial budget was reduced by €100,058. The budget change was 

made under a budget review and in line with Government decisions.  

In 2016, MEI used 93% of the final budget or €1,511,752, while in 2015 it managed to execute 97% 

of the budget. The explanations for the current position as well as the changes occurring during 

the year are given below. 

                                                      
2 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
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Table 3. Spending of funds by economic categories - (in €)  

Description 
Initial 

Budget 
Final 

Budget 
2016 

Outturn 
2015 

Outturn 
2014 

Outturn 

Spending of funds by 
economic categories 

1,728,534 1,628,477 1,511,753 1,617,905 1,591,519 

Wages and Salaries      697,072 697,072 582,852    669,779 650,273 

Goods and Services  970,962 765,938 763,434 859,056 862,672 

Utilities 10,500 5,740 5,740 7,028 8,369 

Subsidies and Transfers 50,000 159,727 159,727 82,042 70,205 

Explanations for changes in budget categories are given below: 

 Initial budget for Wages and Salaries did not change during 2016. In this category there 

was a lower budget execution at 84%, because the cabinet resigned in September, and the 

funds dedicated to their payment remained unspent; and  

 Assets in the amount of €110,000 have been transferred from the category of Goods and 

Services to the category of subsidies and transfers at the request of MEI which is supported 

by Government decisions. The rest of the budget is cut by another government decision on 

budget savings. In other categories the budget was executed almost 100%. 

 

3.1.1 Wages and Salaries 

Wages and Salaries are paid through a centralised system. The key controls that operate in the 

MEI relate to the calculation of salaries in accordance with the employment contracts and the 

applicable legislation. The approved number of employees at MEI was 86, while the actual 

number of employees at the end of the year was 68. The difference between the approved number 

and the number of staff at the end of the year is due to the resignation of the Minister in 

September.  

The final salary for Wages and Salaries was €697,072, out which €582,852 was spent. We have 

revised payroll lists and compared Treasury data with AFS. We also tested the samples, including 

staff files.  
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Issue  3 - Shortcomings in Managing with Personnel - Medium Priority 

Finding  Regulation no. 06/2012 on appointments to the civil service determines that 

no Senior Management position can be held with the Acting Officer for 

more than three (3) months. During the audit, we have noticed that one (1) 

management position was covered since August 2015 with Acting. The 

initiation of recruitment procedures for this position started in August 2016, 

but was cancelled by the Independent Oversight Board due to non-

compliance with time limits under Regulation 02/2010.  

Risk Covering the position with Acting for a long time does not ensure the 

performance of functions with full responsibility and competence.  

Recommendation 3 The Minister should secure additional controls in the management of 

recruitment procedures. Recruitment procedures should start on time, and 

the duration of the Acting officer function, is not longer than the period 

foreseen by legal requirements. 

 

3.1.2 Goods and Services and Utilities  

The final budget for Goods and Services in 2016 was €765,938. Out of them, €763,434 were spent. 

These expenditures relate to purchases of goods, utilities and official travel. During the audit, we 

tested 50 payment samples from this category as well as four (4) procurement procedures. We 

have not found any shortcomings to be highlighted in this area. 

Recommendations 

We have no recommendations in this area 
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3.1.3 Subsidies and Transfers  

The final budget for Subsidies and Transfers was €159,727. Beneficiaries of subsidies were non-

public entities. The process of managing subsidies as in previous years was followed by 

shortcomings. 

 

Issue  4 – Improper management of Subsidies - High Priority  

Finding  Financial Rule 01/2013, Article 36 requires from every Budget Organisation 

to maintain detailed records of subsidies and transfers made and returns 

from these payments. In three (3) cases totalling €8,867, the beneficiaries did 

not provide the justification with relevant evidence such as invoices, 

financial reports, narrative reports, which would prove that the subsidy was 

used for the purpose given. This was the result of the scope of the MEI 

Regulation 01/2016 for subsidising projects, which does not foresee that 

applicants specify the timing of project implementation when benefiting the 

subsidy. Furthermore, neither the agreements concluded between the MEI 

nor the beneficiaries specified the time when each project was expected to 

be implemented. Consequently, the MEI has no legal basis to require 

evidence from the beneficiaries regarding the implementation of the project.  

Risk Lack of reporting on implementation of subsidised projects increases the 

risk that the funds are not used for the purpose for which they are provided.  

Recommendation 4 The Minister should take the required actions to review the regulation on 

subsidies management to ensure that it includes key points that would 

facilitate the monitoring process. Then with individual agreements, details 

of each subsidy should be specified. 
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Issue  5 - Transfer payment without considering the procedures - High Priority  

Finding  On 01.06.2016, the Government approved the project between MEI and 

UNDP in the amount of €100,000 so that both parties sign a Memorandum 

of Understanding, as result of which the MEI transferred  the 

abovementioned funds into UNDP’s account.  

However at the end of 2016, MEI had also transferred €60,000 in advance for 

an additional activity to be organised on 9th of May (Day of  Europe) by 

supplementing the above memorandum without going through the 

procedures foreseen for international agreements without the approval of 

changes by the Government.  

Risk Transfer of funds and completion of the memorandum without going 

through the foreseen procedures risks that MEI do not have the entire legal 

basis available in case of incomplete implementation or failure to carry out 

the foreseen additional activity.  

Recommendation 5 The Minister of MEI should ensure that prior to the signing of such 

agreements, all the procedures foreseen in the legal framework are 

considered. This would secure a good basis for the MEI to develop its 

activity by enhancing the value for money. 

 

3.2 Assets  

3.2.1 Capital and Non Capital Assets   

The net assets of MEI were €121,827. Out of these, capital assets (over €1,000) were in the amount 

of €21,565, the value of non-capital assets (under €1,000) €60,918, and the value of the stocks 

€39,344.  

We have tested the assets deriving from capital investments during 2016, as well as the regularity 

of evidencing available assets. We have also carried out physical examination to verify the 

existence of the assets. 

Recommendations 

We have no recommendations in this area  
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3.3 Outstanding Liabilities  

The statement of liabilities not paid to suppliers at the end of 2016 was €16,159€. These liabilities 

are carried forward to be paid in 2017.  

We have tested samples of liabilities where we have also analysed their monthly reports 

submitted to MoF/Treasury. 

 

Issue  6 - Delays in payments and incomplete reporting of monthly liabilities - Medium 

Priority  

Finding  According to LPFMA, Article 29, each invoice should be paid within thirty 

(30) calendar days after the invoice is received. While testing of payments, 

we noticed that the obligation of December for travel expenses abroad 

amounting to €2,449 was paid 37 days after the legal deadline expired. The 

same obligation was not reported to the MoF/Treasury in the January 

liability report. This was due to the lack of controls at the finance office.  

Risk Failure to pay obligations in a timely manner may result in penalties for the 

Ministry, while deficient reporting of obligations prevents their short-term 

planning.  

Recommendation 6 The Minister should ensure that liabilities to suppliers are paid within the 

statutory deadline in order to avoid direct payment execution by  the 

Treasury. If for any reason the liabilities remain unpaid, they should be 

reported to the Treasury. 

 

 

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

shall prevail. 
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Annex I: Audit Approach and Methodology 

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

Opinion set out in Section 1.1 of this report. 

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

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

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

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

that the Minister should ensure are taken to address identified management/control weaknesses. 

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

determining the cause  audit findings and providing appropriate recommendations to address 

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

relevant.  Our findings are defined as: 

High Priority - issues which if not addressed may result in a material weakness in internal control 

and where action will offer the potential for improvements to the efficiency and effectiveness of 

internal controls; and 

Medium Priority - issues which may not result in a material weakness but where action will also 

offer the potential for significant improvements to the efficiency and effectiveness of internal 

controls.  

Findings considered low priority were reported separately to finance staff.  

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

substantive testing and associated governance arrangements only to the extent considered 

necessary for the effective performance of the audit. Audit findings should not be regarded as 

representing a comprehensive statement of all the weaknesses which exist, or all improvements 

which could be made to the systems and procedures operated.  
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Annex II: Explanation of the different types of opinion 

applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework. 

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

whole are not free from material misstatement, or is unable to obtain sufficient appropriate audit 

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

the auditor should modify the opinion in the auditor’s report in accordance with the section on 

“Determining the type of modification to the auditor’s opinion”. 

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

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

management and, depending on the requirements of the applicable financial reporting framework 

and how the matter is resolved, determine whether it is necessary to modify the audit opinion. 

Modifications to the opinion in the auditor’s report 

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

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

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

conclude that the financial statements as a whole are free from material misstatement. Auditors 

may issue three types of modified opinions: a qualified opinion, an adverse opinion and a 

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

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

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

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

sufficient appropriate audit evidence, may be materially misstated; and 

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

matter on the financial statements. 

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

audit evidence, the auditor concludes that misstatements, individually or in the aggregate, are 

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

sufficient appropriate audit evidence on which to base an opinion, but concludes that the effects 

on the financial statements of any undetected misstatements could be material but not pervasive. 

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

audit evidence, the auditor concludes that misstatements, individually or in the aggregate, are 

both material and pervasive to the financial statements. 

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

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

the financial statements of any undetected misstatements could be both material and pervasive. If, 

after accepting the engagement, the auditor becomes aware that management has imposed a 

limitation on the audit scope that the auditor considers likely to result in the need to express a 

qualified opinion or to disclaim an opinion on the financial statements, the auditor should request 

that management remove the limitation. 

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

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

specific language to use when expressing a modified opinion and describing the auditor’s 

responsibility. It also includes illustrative examples of reports. 

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

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

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

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

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

Emphasis of Matter paragraph in the auditor’s report. Emphasis of Matter paragraphs should only 

refer to information presented or disclosed in the financial statements. 
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158. An Emphasis of Matter paragraph should: 

 be included immediately after the opinion; 

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

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

disclosures that fully describe the matter can be found in the financial statements; and 

 indicate that the auditor’s opinion is not modified in respect of the matter emphasised.  

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

presented or disclosed in the financial statements, which, in the auditor’s judgement, is relevant to 

users’ understanding of the audit, the auditor’s responsibilities or the auditor’s report, and 

provided this is not prohibited by law or regulation, this should be done in a paragraph with the 

heading “Other Matter,” or another appropriate heading. This paragraph should appear 

immediately after the opinion and any Emphasis of Matter paragraph. 
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Annex III: Prior Year Recommendations  

Audit Component Recommendation  given Implemented  Under 
implementation  

Not 
implemented 

AFS and reporting The Minister should ensure that effective processes are in place to 
confirm that the 2016 AFS production plan formally addresses all 
compliance issues related to the AFS and includes management review 
of the draft account with specific focus on areas where errors have been 
identified. The Declaration made by the CEO and CFO should not be 
submitted unless all necessary checks have been applied to the draft 
AFS. 

Yes    

AFS and reporting The Minister should ensure that the final procurement plan includes 
only those goods, works or services which during the year are planned 
to be contracted through procurement procedures. Additional controls 
should be undertaken in managing and monthly reporting obligations. 

Yes   

Previous year’s 
recommendations 

The Minister should ensure a revised action plan and set out timelines 
and responsible officials for full implementation of the 
recommendations. 

Yes   

Self-Assessment The Minister should ensure that a review of the processes for 
completing the self-assessment checklist and proactively addressing 
areas of weaknesses is implemented. A revised mechanism to confirm 
the accuracy of assessments in the checklist and to ensure supporting 
documentation should be applied. 

Yes   

Risk management 
 

The Minister should ensure that immediate responsibility for risk 
management is delegated to responsible officials and ensure monthly 
reporting on the implementation of requirements in this area. 

Yes   
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Budget Planning 
and Execution 

 

The Minister should ensure that budget programs managers are actively 
engaged in the budget preparation process. The assessment and 
planning process should reflect relevant information on anticipated 
annual needs, considering the parameters and preliminary results. 

Yes   

Expenditures 
through 

Procurement  

The Minister should ensure that purchases through annex contract do 
not exceed the allowed ceiling of the basic contract value. Additional 
mechanisms to control the management of contracts should be 
established. 

Yes   

Expenditures 
through 

Procurement 

The Minister should ensure that a review is undertaken to determine 
why Procurement requirements have been inconsistently applied in the 
above cases. Purchases should be implemented through public 
procurement procedures unless exempted by legislation. 

Yes   

Non-Procurement 
Expenditures 

 

The Minister should ensure that only the needed and relevant trainings 
are approved. In addition, he should consider the costs against the 
benefits from such trainings. 

Yes   

Wages and 
salaries 

 

The Minister should ensure that a durable solution is achieved for the 
position led by Acting in accordance with legal requirements. 

  Not 
implemented 

Wages and 
salaries 

 

The Minister should ensure that the selection process of candidates who 
have completed the YCS program is documented by the responsible 
officials and the evaluation committee. 

Yes   

Subsidies and 
transfers 

 

The Minister should ensure that all necessary measures are taken to 
increase controls at all stages of the subsidy projects. 

  Not 
implemented 

Handling of 
liabilities 

The Minister should ensure that liabilities to suppliers are paid in time 
and if the debts remain unpaid, they should be reported to the 
MoF/Treasury. 

  Not 
implemented 
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Annex IV: Letter of confirmation 

 

 

LETTER OF CONFIRMATION  

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

recommendations:   

 

To: National Audit Office                                                                        Venue and date: 31.05.2017 

 

 

Honoured, 

We hereby confirm that: 

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

Financial Statements of the Ministry of European Integration, hereinafter referred to as the 

Report; 

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

Report; and  

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

implementation of recommendations including the deadlines and responsible staff for their 

implementation.  

 

 

Secretary General: 

Mr. Demush Shasha 
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