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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 

public administration. We perform audits in line with 

internationally recognized public sector auditing standards and 

good European practices.  

The reports produced by the National Audit Office directly 

promote accountability 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 regarding 

the Financial Report of the Education Sector Pooled Fund in 

consultation with the Head of Division, Valbon Bytyçi, who 

supervised the audit.  

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

under the management of the Audit Director, Bujar Bajraktari, 

supported by the Team Leader, Luljeta Ajazi Sylaj, and Arnisa 

Aliu, Team Member.  

 

 

NATIONAL AUDIT OFFICE -St. Musine Kokalari, No. 87, Prishtina 10000, Kosova 
Tel.: +381(0) 38 60 60 04 /1002/1012-FAX: +381(0) 38 2535 122/219 
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Executive Summary  

Introduction  

This report summarises the key findings from our audit of the Financial Report of the Education 

Sector Pooled Fund (hereinafter: ESPF) for the period January-March 2016, which determines the 

conclusion given by the Auditor General. We thank the staff of the Ministry for their assistance 

during the audit process.  

The Education Sector Pooled Fund is a fund agreed by a group of contributing development 

partners supporting further development of education. This  fund  has   been established  under  

an  agreement  signed between the Government of Kosovo (represented by Ministry of  Education,  

Science  and  Technology, Ministry of Finance and Ministry of European Integration) and the 

Development Partners (Sweden/SIDA and the Austrian  Development Agency). The duration of 

this project was initially planned to be for the 2013-2015 period aiming at supporting the Ministry 

of Education, Science and Technology and its Central Agencies on capacity building. Given that 

such activities were fully completed, the duration of the project was extended as of March 15th, 

2016 upon the Ministry’s request.  

The examination of the 2016 expenditures was undertaken in accordance with the Internationally 

Recognised Public Sector Auditing Standards (ISSAIs). Our approach included such tests and 

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

Our audit focus has been on: 

 

The level of work undertaken by the National Audit Office to complete audit for the three-month 

period of 2016 is a direct reflection of the quality of the internal controls implemented by the 

Management.   

Opinion 

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

  

Financial Reports  
including reporting 

requirements

Governance issues related 
to the implementation  of 
audit recommendations, 

financial management and 
control

Issues related to  
procurement and 

processing of 
payments



ZYRA KOMBËTARE E AUDITIMIT – NACIONALNA KANCELARIJA REVIZIJE 
NATIONAL AUDIT OFFICE 

 

5 

The Auditor General’s opinion is: 

Unmodified opinion  

 

The Financial Report for January-March 2016 presents a true and fair view in all material aspects. 

The full wording of the opinion is detailed in Section 1.2 of this report. 

Overall Conclusion 

Based on individual parts disclosed within this report, our overall conclusion is that the financial 

reporting is fully in compliance with the legal framework. In addition, Financial Management   

and Controls operate efficiently, except for some minor material remarks. Moreover, the products 

from this project are neither fully operational nor applied by the Ministry (except for the staff 

appraisals and integrated planning).    

Response of the Chairman of the Steering Committee on the audit 2016  

The Chairman of the Steering Committee has taken into consideration and agreed with detailed 

audit findings and conclusions. He committed to implement the recommendations given.  
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1 Financial Report and other External Reporting 

Obligations   

1.1 Introduction  

Our review of the quarterly Financial Report considers the compliance with the reporting 

framework and the accuracy and quality of information presented in the report. We also 

considered a comparison of expenditures incurred against planning of project’s activities. 

 

1.2 Audit Opinion  

Opinion  

We have audited the Financial Report of the MEST/ESPF Project for the period January-March 

2016, which includes a summary of Comparison of Budget and Actual Amount and Explanatory 

Notes. 

In our opinion, the Financial Report presents a true and fair view in all material respects of the 

disclosed financial position of the MEST/ESPF Project for the period January-March 2016 in 

accordance with International Public Sector Accounting Standards (Cash-Based Accounting) and 

the Law on Public Financial Management and Accountability (as amended and supplemented).  

Basis for Opinion 

We have conducted the audit in accordance with International Standards on 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 of MEST/ESPF in accordance with the ethical requirements that are relevant to our 

audit and we have fulfilled our other ethical responsibilities in accordance with these 

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

provide a basis for our opinion.  

Responsibility of Management and Those Charged with Governance for the Financial 

Reporting 

Management of MEST is responsible for the preparation and fair presentation of these financial 

reports in accordance with International Public Sector Accounting Standards – Financial Reporting 

under the Modified Cash Basis of Accounting and for such internal control as management 

determines is necessary to enable the preparation of financial reports that are free from material 

misstatement, whether due to fraud or error. This includes the application of Law number 03/L-

048 on Public Finance Management and Accountability (as amended and supplemented).  



ZYRA KOMBËTARE E AUDITIMIT – NACIONALNA KANCELARIJA REVIZIJE 
NATIONAL AUDIT OFFICE 

 

7 

The Secretary General of MEST and Steering Committee of ESPF Project are responsible for 

overseeing the Project’s financial reporting process. 

Auditor’s Responsibility for the Audit of the Financial Report 

Our responsibility is to express an opinion on the financial report based on our audit. We 

conducted our audit in accordance with International Standards on Auditing. Those 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 misstatement. 

Our objectives are to obtain reasonable assurance about whether the financial reports as a whole 

are free from material misstatement, whether due to fraud or error. 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 reports.   

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial reports. The selected procedures depend on the auditor’s judgment, 

including the assessment of the risks of material misstatement of the financial reports, whether 

due to fraud or error. In making those risk assessments, the auditor considers internal control 

relevant to the entity’s preparation and fair presentation of the financial reports in order to design 

audit procedures that are appropriate in the 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 overall 

presentation of the financial reports.  

A further description of the auditor’s responsibilities for the audit of the financial reports of 

MEST/ESPF is found in the agreement signed by the Auditor General and the Chairman of 

MEST/ESPF Steering Committee.  
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1.3 Compliance with reporting requirements  

According to the establishment agreement, MEST/ESPF is required to comply with a specified 

reporting framework and other reporting requirements. We considered: 

 Basic Agreement for the Establishment of ESPF and project duration’s extension approvals; 

 Requirements of LPFMA no. 03/L-048 (as amended and supplemented); and 

 Treasury Rules regarding the spending of public money. 

In the context of reporting, we have no issues to raise. A summary report is prepared on funds 

spent by MEST/ESPF, and this report is further included in the “Consolidated” Annual Financial 

Statements of MEST. When it comes to the project’s progress, it is reported on quarterly basis. 

In the context of reporting requirements and in terms of project performance, we have noticed that 

the final annual performance report was not yet prepared and the project products have not been 

put to use by the Ministry (except for the staff performance appraisal and integrated planning). 

The Regulation on Planning and the Regulation on Budget Management have been approved by 

the Ministry. 

1.4 Recommendations  

Recommendation 1 The Secretary General of MEST should ensure that project products are fully 

put to use so that processes will facilitate and assist in the management of 

activities within the Ministry.  

 

2 Prior Year Recommendations 

Our audit report for MEST/ESPF AFS 2015 resulted in four recommendations. The Steering 

Committee has discussed the report in its meetings. However, no action plan on the 

implementation of recommendations has been produced. As a result, no concrete actions have 

been undertaken for implementing our recommendations. For more details see Annex III of this 

report.  

This project has been now concluded, however we recommend the Secretary General of MEST, for 

future projects, to produce action plans on the implementation of recommendations after having 

received the audit reports and to monitor their implementation on regular basis.  
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3 Financial Management and Control 

3.1 Introduction 

Our work on Financial Management and Control (FMC) reflects the detailed work undertaken on 

expenditure systems. As part of this, we have considered budget management, procurement 

issues and payments process.  

3.2 Financial Management and Control Conclusion 

We have no issues to raise when it comes to MEST/ESPF and the required regulations are 

implemented. In the context of financial systems, controls on expenditures generally are strong 

and effectively implemented with some small remarks regarding expenditures outside the plan. 

Controls regarding the timely project implementation did not operate as intended. As a result, 

although the project was foreseen to be finalised in 2015, it has been extended until March 15th, 

2016, some activities and payments have been made during this period.  

3.3 Budget Planning and Execution 

We have reviewed the sources of budget funds for MEST/ESPF and spending of funds by 

economic categories. In 2016, MEST/ESPF had one source of funding from Swedish SIDA. In 

regard to economic categories, all MEST/ESPF expenditures related to the category of Goods and 

Services. Expenditures incurred and comparison with the budget is presented in the following 

table: 

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

Description 

Allocated 

budget - 2016 

Budget spending 

2016 

Unspent 

amount 

Technical Assistance to MEST         262,893 262,892 1 

Unexpected Expenditures 42,192 38,150 4,042 

English language courses 35,769 - 35,769 

SWAP Process - Joint Annual Review 223 - 223 

Budget verification/ESPF audit 2,780 - 2,780 

Total 343,858  301,042  42,816                      

In 2016, MEST/ESPF used €301,042 or 87.5% of the budget, an improvement of 15% compared to 

2015. 
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Issue  2 – Budget Execution  – Medium Priority  

Finding  Budget execution has improved compared with the previous year. 

However, some of the activities and payments, although related to the 

project activities, were executed after the project deadline was due. It is 

about a workshop held abroad on 1-3 April 2016 for the purpose of 

finalising some documents, administrative instructions and standard 

operation procedures related to the project. The travel/workshop costs 

totalled to €4,879. 

Risk Activities undertaken after the foreseen project’s deadline is due are in 

contradiction to the Agreement; therefore such payments may be 

considered as irregular.  

Recommendation 2 The Secretary General of MEST should discuss with donors in this regard 

and consider eventual opportunities for those funds to be approved as 

project expenditures. Otherwise these funds should be returned to the 

donor.  

3.4 Procurement 

Expenditures incurred through procurement procedures in 2016 were over €279,000.  Procurement 

rules are intended to ensure that public funds are used in a transparent and efficient manner to 

achieve value for money. The legal framework clearly defines the rights, duties and 

responsibilities of all parties involved in public procurement. This includes the requirement to 

mitigate the risk of non-completion of contracts and poor contract execution. This is achieved 

through the implementation of a regime of penalties related to poor performance and execution 

security.   

All contracts related to this project have been signed in the previous years and some of them were 

subject to previous audit. In regard to this year, we have examined only the payments in order to 

verify whether they were in compliance with other contracts and applicable rules. The audit has 

not identified any shortcomings in this regard.   

Recommendations  

We have no recommendations in this area 
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3.5 Non-Procurement Expenditures   

3.5.1 Advance payments for travels, training etc. 

This section includes expenses that do not require the development of procurement procedures. In 

this regard, we tested six payments of €18,108. Most of them relate to travels inside and outside 

the country, accommodation and training expenses.  

Except for the issue described in Section 3.3 of this report – Budget Execution – our audit has not 

identified any other shortcoming to report.   

Recommendations  

We have no recommendations in this area. 
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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 Chapter 1.2 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 actions 

that the Project’s Steering Committee 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 will be 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 the 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. 

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 
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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. 

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  Recommendations given  Implemented  Partially 
implemented  

Not implemented  

Compliance with 
AFS and Other 
Reporting 
Requirements  

The Steering Committee should ensure that detailed report 
is prepared for the remaining part of the expenditures 
carried forward to 2016 and submitted to the partners 
participating in the project to ensure that the budget is used 
for the intended purposes and in compliance with the 
required regulations. An annex contract with OAG should 
be considered for auditing this part of expenditures or 
contract out another company depending how the Steering 
Committee and partners decide. 

 Partially    

Budget Planning 
and Execution   

Recommendation 2 Steering Committee should ensure 
that the execution of budget and activities is systematically 
monitored on a monthly basis identifying and addressing 
barriers which have an impact on budget execution. 

  No  

Procurement 
Expenditures  

Steering Committee should require from the officials 
involved in managing with project activities to pay more 
attention when managing activities in order to avoid 
unnecessary expenditures. 

  No 

Non Procurement 
Expenditures  

The Steering Committee should ensure that only planned 
activities are financed from the project funds. For every 
eventual change, the Steering Committee should decide 
upon the approval by donor partners. 

  No 

 


