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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 through quality audits strengthen 

accountability in public administration for an effective, 

efficient and economic use of national resources.  

We perform audits in line with internationally recognized 

public sector auditing standards and good European 

practices. 

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base 

for holding managers’ of individual Budget Organizations 

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 Public 

Administration, in consultation with the Assistant Auditor 

General, Emine Fazliu, who supervised the audit.  

The report issued is a result of the audit carried out by 

Florim Maliqi (team leader) and Qendresa Sogojeva and 

Lumturije Sopi (team members), under the management of 

the Head of Audit Department Samir Zymberi.  

 

NATIONAL AUDIT OFFICE-St.  Musine Kokollari ,  No. 87,  Prishtina 10000, Kosova  
Tel :  +383(0) 38 60 60  04/1011 

http://zka-rks.org  
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Executive Summary  

Introduction  

This report summarizes the key issues arising from our audit of the 2017 Annual Financial 

Statements of the Ministry of Public Administration, which determines the Opinion given by the 

Auditor General. The examination of the 2017 financial statements was undertaken in accordance 

with the International Standards on Supreme Audit Institutions (ISSAIs). 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 Plan for 2017. 

Our audit focus has been on: 

 

The level of work undertaken by the National Audit Office to complete the 2017 audit is a is 

determined depending of the quality of internal controls implemented by the Management of the 

Ministry of Public Administration. 

The National Audit Office acknowledges the Ministry’s Senior Management and Staff for 

cooperation during the audit process. 

Opinion of the Auditor General 

Unmodified Opinion with Emphasis of Matter 

In our opinion, the Annual Financial Statements for 2017 present a true and fair view in all material 

aspects.  

Emphasis of Matter 

We draw your attention to the fact that the amount of €313,160 was budgeted and spent as 

investment/capital asset, however by nature, they are goods and services. 

For more, please refer to Section 2.1 of this report.  

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

The Annual Financial 
Statements

Financial 
Management and 

Control

Prior and earlier year 
Recommendations
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Key Conclusions and Recommendations  

 

 

 

 

 

Management response to audit 2017 

The Minister has considered and agreed on the audit findings and conclusions and has committed 

to address all given recommendations.  

The Emphasis of Matter reflect 
weaknesses in budgeting and 

execution of expenditures for category 
(from the Capital Investments category 
are paid projects that belong to Goods 

and Services).

The Minister should analyse the reasons 
for 2017 Emphasis of Matter and take 
actions required to enable a true and 

fair representation of financial 
statements.

(see chapter 2.1)

Deficiencies were noted in personnel 
management, respectively allowances, 
expenditures for goods and services as 

well as unclosed advances.

The Minister should ensure that has 
sufficient controls in these areas. Proper 
management of employees allowances, 

qualitative specifications from 
requesting units as well as advances to 

be closed within legal deadline. (see 
chapter 3.4).

The contract management of projects 
is followed by deficiencies and 

weaknesses related to advances, 
additional work and the receipt and 

payment of unfinished works.

The Minister should increase controls 
and reduce risks in this area. Projects 

should be well analyzed and reviewed 
from the requesting unit by minimizing 
additional works, advances should be 

sufficiently reasoned and have rigorous 
controls on the accpetance of works.

(see chapter 3.5).

Governance and managerial controls 
followed with deficiencies, 

recommendations for the previous two 
years are not being addressed as 

required for the development and 
improvement of the organization.

The Minister should implement a 
quality management process and 
controls, the action plan for the 

recommendations of previous years to 
be monitored and implemented. Key 
Issues/progresses to be reported to 

management on a monthly basis.

(see chapter 4).
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1 Audit Scope and Methodology 

Introduction  

The National Audit (NAO) is responsible for carrying out a Regularity Audit which involves the 

examination and evaluation of Financial Statements and other financial records and expression of 

opinions on: 

 Whether the financial statements give a true and fair view of the accounts and financial 

affairs for the audit period; 

 Whether the financial records, systems and transactions comply with applicable laws and 

regulations;  

 The appropriateness of internal controls and internal audit functions; and 

 All matters arising from or relating to the audit. 

Audit work undertaken reflected our audit risk assessment for the MPA. We have analysed the 

Ministry’s business to the extent to which management controls can be relied upon when 

determining the overall testing required to provide the necessary level of evidence to support the 

AG’s opinion. 

The following sections provide a more detailed summary of our audit finding with emphasis on 

observations and recommendations in each area of review.  Management’s responses to our 

findings can be found in Annex III.  

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

substantive tests and related governance arrangements 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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2 Annual Financial Statements and other External 

Reporting Obligations   

Introduction  

Our audit 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. 

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 

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

information has been provided to ensure that an audit process can be undertaken.   

2.1 Audit Opinion  

Unmodified Opinion with Emphasis of Matter  

We have audited the AFS of the Ministry of Public Administration for the year ended on 31st of 

December 2017, which comprise of the Statement of Cash Receipts and Payments, Budget 

Execution Statement, Disclosures and other accompanying Reports. 

In our opinion, the Annual Financial Statements for the year ended on 31st of December 2017 

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 Organizations issued by the Ministry of Finance. 

Basis for the opinion 

Our audit was conducted in accordance with International Standards of Supreme Audit 

Institutions (ISSAIs). Our responsibilities under those standards are further described below in the 

section ‘Auditor’s Responsibilities for the Audit of the Financial Statements’. We believe that the 

obtained audit evidence is sufficient and appropriate to provide a basis for the opinion. 

Emphasis of Matter  

We draw your attention to the fact that the Ministry has made payments on behalf of public 

administration reform services from the category of Capital Investments in the amount of 

€313,160. The purpose of the agreement with the economic operator was to benefit from services 

respectively development of public administration reform. Expenditures incurred were approved 

under budget tables for 2017 as capital investments, but the project presented in the table does not 
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meet the criteria to be handled as a capital project. Errors are related with initial planning by the 

Ministry and inadequate approvals by the Ministry of Finance. This affects the overvaluation of 

the assets registered and presented in the AFS for the amount mentioned above. 

Responsibility of Management and Persons Charged with Governance for AFS  

The Secretary General of the Ministry of Public Administration is responsible for the preparation 

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

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

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

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

the application of Law number 03/L-048 on Public Finance Management and Accountability (as 

amended and supplemented).  

The 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 detect any material misstatement that might exist. 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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2.2 Compliance with AFS and other reporting requirements  

The Ministry of Public Administration (MPA) is required to report in accordance 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 

Organizations; 

 Requirements of Law no. 03/ L-048 on Public Financial Management and Accountability 

(as amended and supplemented); 

 Compliance with Financial Rule no.01/2013 and 02/2013; 

 Action Plan for addressing recommendations; 

 Requirements of Financial Management and Control (FMC) procedures; 

 Quarterly reports including nine-months statements in time; 

 Progress reports for capital projects with value over €10,000; 

 Reports for unpaid invoices; 

 Draft plan and final procurement plan; and 

 Report of procurement signed contracts. 

The amount of non-financial assets over €1,000 presented in the AFS was incorrect. We have dealt 

with this issue more extensively in subchapter 2.1 Audit Opinion. 

Declaration made by the Management of MPA 

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

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

errors that have affected in emphasising the issue but did not affect in modifying the audit 

opinion. 

2.3 Recommendations related to Annual Financial Statements 

Recommendation 1 The Minister should ensure that an analysis is undertaken to determine the 

causes that have affected Emphasis of Matter, and take appropriate actions 

to ensure a fair and accurate presentation of AFS, through full and fair 

registration/classification of expenditures and assets. 
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3 Financial Management and Control 

Introduction 

Our work related to Financial Management and Control (FMC) reflects the detailed audit activities 

for Revenue and Expenditure Systems within Budget Organizations. Specifically, in the focus of 

the audit was Budget management, Procurement issues, Human Resources as well as Assets and 

Liabilities. 

Financial Management and Control Conclusion 

Management has implemented a number of key controls in financial systems, however controls 

over a range of expenditure areas require further improvement in order to achieve the value for 

money and ensure effective management by the MPA. From the self-assessment of MPA, it is 

noticed that there are still issues that need improvements in the area of financial management and 

control. Therefore, the main areas where deficiencies are noticed are: planning, management and 

monitoring of capital projects, needs assesment before initiating procurement procedures, 

management of non-capital assets, improper management of liabilities, etc. In addition, the MPA 

has had a significant number of annex contracts, this presents a challenge for management and 

requires a special focus on project planning in a more detail way. 

3.1 Budget Planning and Execution 

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

is highlighted in the following tables: 

Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget1 
2017 

Outturn 
2016 

Outturn 
2015 

Outturn 

Sources of Funds   18,586,374 19,708,075 19,597,632 17,177,447 21,122,876 

Government Grant -Budget  18,586,374 19,682,607 19,580,107 16,880,628 20,790,086 

External Donations 0 25,468 17,525 37,523 13,691 

Financing from Borrowing  0 0  259,296 319,099 

The final budget compared with the initial budget was higher by €1,121,701. The increase of 

€1,096,233 was made with Government decision, by the Government Grant. While the amount of 

€25,468 is from external donations. Unlike the past two years, in 2017 the MPA had no financing 

from borrowing. 

                                                      
1 Final budget – the budget approved by the Assembly subsequently adjusted by the Ministry of Finance 
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In 2017, the MPA has spent 99% of final budget or 19,597,632, or same as the two previous years 

2016 and 2015.  

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

Description Initial Budget Final Budget 
2017 

Outturn 
2016 

Outturn 
2015 

Outturn 

Spending of funds by 
economic categories 

18,586,374 19,708,075 19,597,632 17,177,447 21,122,876 

Wages and Salaries 2,042,922  2,076,921 2,063,194 2,037,671 1,970,949 

Goods and Services  4,773,852   6,605,054 6,538,365 5,067,846 5,893,800 

Utilities 2,499,600   2,471,100 2,470,035 2,265,998 2,280,090 

Subsidies and Transfers -                 -    - 50,000 49,000 

Capital Investments  9,270,000 8,555,000 8,526,038 7,755,932 10,929,037 

Explanations about changes in budget categories are given as follows: 

 The final budget for wages and salaries was increased by €33,999. This increase was made 

with the Government decision for the amount of €7,572 on behalf of implementing the 

Brussels agreement on the integration/employment of four persons of Serbian community. 

Whereas, the amount of €26,427 was with budget review; 

 The final budget in the category of Goods and Services was increased in the amount of 

€1,831,202. The amount of €8,900 was made with the request from MPA in the Ministry of 

Finance for the transfer of funds from municipal expenses. The amount of €824,781 based 

on Government decisions and the rest with budget review. Further on, External Donations 

were €25,468, out of which €17,525 were spent within the category of Goods and Services; 

 The Utilities budget was reduced by €28,500 as a result of the transfer of €8,900 in the 

category of Goods and Services and the rest with budget review. However, by the end of 

2017, Outstanding Liabilities were €45,000 exceeding budget appropriations for €43,935; 

 The final budget for Capital Investments in relation with initial budget was reduced for 

€715,000, out of which €615,000 with budget review and €100,000 with Government 

decision. The level of final budget execution was around 100%. The Public Investments 

Program (PIP) includes 30 projects carried over from the previous year, five of them had 

not started yet to be executed in the current year. 
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Issue  2 – Budget Execution 

Finding  In the category of Capital Investments, budget is spent/executed at a high 

level, but implementation/finalization of the projects is at a low level and 

not satisfactory. According to the report on the progress of capital projects, 

there is only one project finalized by the end of 2017. The budget was 

executed by making payments for projects of previous years. While the low 

level of implementation of capital projects, according to officials has 

occurred as a result of obstacles in implementing of projects on field. 

Risk The fact that only one project was finalised at the end of the year, presents 

an inadequate planning in relation to their implementation. Failure to 

implement projects by timelines can result in failure to meet the 

organization’s objectives in the area of capital investments. 

Recommendation 2 The Minister should ensure and set clear objectives for improving the 

planning and budget execution in future periods and establish a systematic 

monitoring of budget execution and project implementation. 
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3.2 Wages and Salaries 

Expenditures for Wages and Salaries for 2017 were €2,063,194. Wages and Salaries are paid 

through a centralized system. Key controls that confirm the accuracy and completeness of wages 

are: payment control, by signing payroll lists, verification of possible changes that could be 

presented through forms, budget review and reconciliation with the treasury. 

 

Issue  3 – Payment of allowances for the categories of deficit professions for the state 

administration 

Finding  Under the Government decision no. 07/29 of 2008, for the approval of 

allowances for the special categories of deficit professions for all Budget 

Organizations, 197 positions have been approved and in attached annex are 

set positions and the value of the allowance. According to point 6 of this 

decision, the Ministry of Public Administration in consultation with the 

Ministry of Finance, should periodically review the list, qualifying 

standards and the amount of incentive mass for certain posts, at least once 

in six months. We have identified that: 

Since the entry into force of this decision in 2008, the list or approved 

positions have never been reviewed. While, only in the MPA are paid an 

average of 113 position/allowances for 2017. 

From our further testing in the MPA, we have identified one case, that 

Senior Officer for the administration of the Human Resources System 

during 2017 was paid with an allowance €500/month, not in accordance 

with the above-mentioned decision. Further on, in nine cases the officials 

were promoted, receiving allowances, but no special decision was made for 

the respective allowances as required. 

Risk The lack of reviewing qualifying standards and incentive measure of the 

employees in the state administration, considered as deficit professions, 

increases the risk of payments being made for professions that are no longer 

deficit and for inappropriate positions. Expenditures for allowances of 

positions which should not be covered with allowances, causes additional 

and not regular expenditures of the Ministry’s budget. 

Recommendation 3 The Minister should take immediate actions to ensure good management of 

the allowances. Take actions for a review that identifies all current deficit 

positions and exact financial value of these expenditures. Further, to ensure 

that all officials receive allowances according to their respective positions, 

qualifying standards set by the Government’s decision. 



ZYRA KOMBËTARE E AUDITIMIT - NACIONALNA KANCELARIJA REVIZIJE  - NATIONAL AUDIT OFFICE 

 

 
14 

3.3 Goods and Services and Utilities 

The final budget of Goods and Services in 2017 was €6,605,054. Out of which were spent 

€6,538,365 or around 99% of the allocated budget for this category. Outstanding Liabilities for 

Goods and Services at the end of 2017 were €87,000. 

The Ministry of Public Administration pays Utilities expenditures for the most government 

institutions (buildings). Utilities expenditures for 2017 were €2,470,035 or 8% higher than the 

previous year. This is due to the payment of the liabilities of previous year and taking under 

management of ten (10) other institutions from July 2017. 

 

Issue  4 – Stages/spaces outside the basic contract 

Finding  According to article 38 of the LPP no. 04/L-042, framework contract is 

awarded to an Economic Operator and in this case all necessary 

requirements should be included to allow that orders are made only on the 

basis of contract. 

From the testing of payments, we identified that in four unpaid invoices for 

the contract “Hygienic and Technical Maintenance of Government 

Buildings” Lot 7a, a facility/space and one stage that were not included into 

basic contract were added. The total amount of payments for these stages 

was €337 per month, which up to now has not exceeded 30% of the contract 

value. Similar situation (addition of facility) is also in four other invoices for 

contract Lot 6a “Hygienic and Technical Maintenance of Government 

Buildings”. 

Risk The payment of stages/facilities that are not included in contract indicates a 

poor contract management for these services. Further on, increases the risk 

that the funds spent have not achieved the intended goal.  

Recommendation 4 The Minister should ensure good controls in contract management by 

preventing contractual deviations, to enable that services to be provided in 

accordance with contracts and ensure value for money. 
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Issue  5 – Concluding a contract using inadequate procedure 

Finding  According to article 35.2 of the LPP, conclusion of a contract with a 

negotiated procedure without publication of a contract notice, can be made 

in cases where for technical reasons there is only one possible economic 

operator or due to the existence of executive copyright of the author in cases 

of extreme urgency. 

While testing of payments, we identified that on 10.10.2017, the Ministry has 

signed a contract in the amount of €47,988 on behalf of hygienic 

maintenance services at the Justice Palace, using negotiated procedures 

without publication of the contract notice. This type of services is not 

provided in the above-mentioned article of the law. Initially for this service 

the CPA had developed tendering procedures but had not managed to 

announce the winner, as due to complaints by EOs, the process was 

cancelled by PRB. As a result of this, the MPA has developed this type of 

procedure.   

Risk The use of inadequate procurement procedures, except that it does not 

comply with legal requirements, does not promote competition and 

increases the risk of not achieving market pricing for such services. 

Recommendation 5 The Minister should ensure adequate controls and management in the area 

of procurement. Coordination with CPA should be developed in order to 

use adequate procurement procedures by promoting fair competition and 

achieving value for money. 

Issue  6 – The insurance of state buildings/properties 

Finding  According to article 28.4 of the LPP, technical specifications should refer to 

the standards applied in Kosovo and Europe. From testing the payment in 

the amount of €58,771, for the insurance policies for 58 government 

facilities, the MPA in the tender dossier had set values of buildings, that 

were not based on relevant documents that support the real (market) value 

of the property. This is to ensure that the insurance policy price and 

eventual damages to be accurate. Such situation has been repeated since 

2015 and the management did not take any action to improve this situation. 

Risk The lack of relevant documents on the real (market) value of government 

buildings/property, can affect the inadequate contract price (the insurance 

policy) and that the expenditures incurred will not reach the value for 

money. 

Recommendation 6 The Minister should ensure that the preparation of the specification for 

insuring government buildings is based on information covering the real 

(market) value of the assets insured, and then on the basis of this to develop 

procurement procedures. 
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Issue  7 – Direct payments from the treasury and through court decisions/bailiffs 

Finding  Law on Public Financial Management, article 39.2 allows making direct 

payments from the treasury, for invoices that have passed 60 days without 

being paid by the BO. On this basis, the Treasury has executed payments in 

the amount of €123,430, out of which €63,608 have been paid by the other 

contracting services code, which is actually a capital investment – the 

construction of administrative facilities. 

While payments from court decisions were in the amount of €64,914. Due to 

delays in timely executions of the liabilities, eight payments tested for court 

decisions, resulted in the payment of additional expenditures of €21,659 or 

33% of basic payment (expenditures of bailiff, court and interest 

expenditures). 

Risk Failure to perform obligations in a timely manner led to a legal proceeding, 

additional expenditures and diminishing reputation. Execution of such 

payments affects the disruption of the budget balance and increases the risk 

that planned projects with initial projections to be unimplemented. 

Recommendation 7 The Minister should strengthen controls over financial discipline in the 

Ministry. Payment of invoices is timely made and complete/accurate 

evidences on the liabilities. The payment of liabilities to be handled with 

priority in case of budgetary planning. 

Issue  8 – Official Lunch Expenditures 

Finding  Expenditures for official lunches for 2017 are €44,457 or 3% less than in the 

previous year. Despite this, in the tested payment in the amount of €1,064 

except the invoice in which the numbers of fiscal coupons were described, 

there was insufficient supporting documentation, which clearly shows the 

purpose of the official lunch and/or participants list. 

Risk Expenditures for official lunches without a clear justification of the 

organization, increases the risk that the Ministry to pay for activities that do 

not match the Ministry’s objectives and public funds to be spent not 

rationally. 

Recommendation 8 The Minister should strengthen controls over the activities of Ministry on 

the occasion of expenditures for official lunches, in order that these 

expenditures  are in proper function of representation and objectives of the 

Ministry. 
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Issue  9 – Unclosed advances for official travel 

Finding  Advances for official travel according to legal requirements should be 

closed within the deadline of 14 days. We concluded, that the amount of 

€673 was not closed for more than a year and still continues to be open. 

Risk Unclosed advances in time, presents non-compliance with the legal deadline 

by the budget holders and risk that the money spent to be unjustified. 

Recommendation 9 The Minister should ensure that legal deadlines for closure of advances are 

being adhered to by providing accountability for the money spent as well as 

requesting the return of funds as soon as possible. 

3.4 Capital Investments  

The final budget of Capital Investments was €8,555,000. Out of which €8,526,038. The Ministry of 

Public Administration in 2017 has developed 97 procurement activities. According to the MPA 

procurement list, there were also nine annex contracts as additional work in the amount of 

€859,451 for 20 work contracts. In the following we will present the findings that has come out 

from the review of payments and procurement files: 

 

Issue  10 – Payments for incomplete/unfinished works 

Finding  The terms of the contract for the case “Construction of the Basic Court 

building in Novo Brdo” determines that payments will be made on the basis 

of the lots provided by the economic operator and approved by the 

supervisory body. 

On 21.12.2017 on behalf of this contract the amount of €43,931 was paid for 

the fourth lot. The supervisory body has prepared the contract management 

plan on 20.12.2017, emphasizing that fourth lot can be paid. However, on 

13.03.2018 we have examined this project in field and noticed that the three 

positions that were related for doors and windows works were not finished, 

although they were accepted as done and were paid. The total amount for 

these unfinished works is €9,440. According to the supervisory body, 

payments were made with the claim/justification that the project is on-

going and the economic operator has to complete unfinished works by the 

end of 2017. 
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Risk Execution of payment for unfinished works is in contradiction with 

rules/contract, also increases the risk that despite the payment, works are 

not carried out at all. In such cases, it threatened the achievement of value 

for money and accountability to citizens. The case identified by the audit is 

indicative of such risks in the Ministry. 

Recommendation 10 The Minister should ensure adequate/rigorous supervising and controls on 

contracts for capital projects and over supervisory bodies of works. Based 

on the case identified by the audit, the management should establish 

mechanisms for more advances control over contracts and payments for 

capital projects. 

Issue  11 – Advances for Capital Projects 

Finding  Article 26.2 of the terms of the contract, determines that the contractor will 

use the prepayment only for the purchase of material, equipment and other 

expenditures specifically for the performance of the works. Further on, the 

contractor must present copies of the invoices of supply to the project 

manager. 

For the project “Construction of Elementary School” in Rahovec, on 

04.04.2017, the amount of €200,000 was paid in the form of advances. This 

was done based on the terms of contract, as well as referring to the Law on 

Budget. But besides the advance invoice, we have not found any lot or 

description on the works that will be made by the contractor, such as field 

preparation work, equipment/material supply or similar. 

Advances in such forms, without sufficient justification, are also paid in two 

other cases. On 15.06.2017 the amount of €44,900 was paid on behalf of the 

project “Construction of the plant at the detention center in Pristina” as well 

as for the project “Construction of the elementary school in Ponoshec” in 

Gjakova, on 06.06.2017 the amount of €47,038 was paid in advance. 

Risk The way/phenomenon of giving advances from MPA without sufficient 

evidences from the EO for the works, purchase of equipment or supplies, 

may bring risks that public money is not properly justified by the EO and 

contracting authority. 

Recommendation 11 The Minister should increase controls on expenditures management for 

capital projects and ensure that advances will happen with reasonable 

justification, according to legal and contractual requirements.  
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3.5 Common Issues on Goods and Services and Capital Investments  

In the following are common issues related to Goods and Services and Capital Investments:  

   

Issue  12 –Conclusion of contracts with partial commitment 

Finding  According to article 36.1 of LPFMA, no. 03/L-048, contracting authorities 

should commit funds before the initiation of procurement process, resulting 

in the establishment of the current obligation. The MPA had conducted 

procurement procedures for the project “Wastewater Treatment Plant at 

Pristina Detention Centre” although there were no funds available. 

According to the provided documentation, the estimated value for this 

project was €300,000 while, the availability of funds for this project was only 

€50,000. With the purpose of implementation of this project, the MPA has 

transferred of funds of €250,000 from the project “UM Construction”. 

In three cases the commitments were partial in relation to planning and a 

commit was not relevant for the signed contract. 

Risk Conclusion of contracts in absence of sufficient funds, contains the risk that 

the projects started will be delayed both in terms of implementation and in 

finalising the contracted obligations. 

Recommendation 12 The Minister should ensure that responsible budget officials prepare project 

planning on the basis of availability of funds. Further on, to ensure that they 

will not commence with any project without sufficient funds.  

  



ZYRA KOMBËTARE E AUDITIMIT - NACIONALNA KANCELARIJA REVIZIJE  - NATIONAL AUDIT OFFICE 

 

 
20 

3.6 Capital and Non-Capital Assets   

During 2017, the MPA has made significant progress in the aspect of assets registration compared 

with previous year. Despite the progress made on the transfer of assets that was also Emphasis of 

Matter last year, its management remains yet a challenge for the Ministry. However, the planning 

of expenditures on budget tables as capital expenditures, although they are goods and services 

have resulted in overstatement of capital investments, and at the same time Emphasizing of the 

opinion issue for 2017. 

 

Issue  13 – Failure to reconcile the inventory report with the assets register  

Finding  According to article 19.6 of the Asset Management Regulation no. 02/2013, 

all changes in counting or value of assets that are determined after 

inventory, should be reflected in the Assets Register and Accounting 

Record. 

The inventory commission, through the report at the end of the year has 

suggested that damaged assets in the Gracanica and Rilindja warehouses, 

should be dissposed or sold. In this regard, actions were taken in 2018 but 

were not reflected in the current AFS/2017. 

Risk Failure to reconcile the situation of inventory with the status in the 

accounting register, increases the risk that assets are misused, lost or altered, 

and the asset of the organization reflected in the AFS can be incorrect. 

Recommendation 13 The Minister should ensure that appropriate controls are in place, enabling 

assets management to be conducted in line with legal requirements and 

accurate presentation in the AFS. 
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3.7  Outstanding Liabilities  

The statement of liabilities not paid to suppliers at the end of 2017 was €183,000, while in 2016 

were €760,000. So, there is a reduction of €577,000. Further on, at the end of year contingent 

liabilities as court disputes in the amount of €2,660,000, while in the previous year were €3,322,000. 

 

Issue  14 – Poor management of liabilities 

Finding  According to article 17.2 of regulation 01/2017, budget organizations are not 

allowed to enter into liabilities during the current fiscal year in an amount 

that exceeds the allocated funds. At the end of 2017, liabilities were 

registered from the category of goods and services in the amount of €87,000, 

while the remaining amount of budget for this category was €66,689. The 

same situation was also with utilities where liabilities were in the amount of 

€45,000, while the unspent budget was €1,065 as well as the capital 

investments, liabilities were in the amount of €51,000, while unspent funds 

were only €28,962. This indicates that the Ministry had entered into 

liabilities with no funds for €86,284. 

Risk The fact that the Ministry has entered into liabilities beyond budget 

appropriations for the above mentioned economic categories, could have as 

a risk that a part of following year budget to be spent for remaining 

liabilities from the previous year. 

Recommendation 14 The Minister should ensure that budget expenditures are in line with 

budget limits and on this basis to be done the budget planning and cash 

flow plan, not exceeding the budget available. 

Issue  15 – High level of contingent liabilities 

Finding  The level of potential expenditures from contingent liabilities is high. In the 

AFS is presented the amount €2,660,000 which is a lower trend compared to 

the previous year. In 2016 were €3,322,000. While, according to data from 

State Advocacy, there are nine cases/indictment against MPA, without any 

financial value. 

Risk The lack of an adequate approach to the handling of contingent liabilities, 

increases the possibility of transforming them into factual liabilities that 

would lead to deteriorating the Ministry’s financial position. 

Recommendation 15 The Minister should ensure that contingent liabilities are handled carefully 

for a purpose of better financial planning, to analyse causes of their 

occurrence in order to prevent this phenomenon. In coordination with State 

Advocacy to provide information/evidences to ensure adequate 

representation of these cases/subjects. 
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4 Progress in implementing recommendations 

Our Audit Report on the 2016 AFS of the Ministry has resulted with 15 recommendations. The 

Ministry has prepared an Action Plan stating how all recommendations will be implemented. In 

the 2017 audit, we have evaluated that three were not implemented from 2015 and four were in 

process of implementation. Further on, from the recommendations given in 2016, five 

recommendations were implemented, six partially and four were not implemented. For more 

details refer to Annex II. 

 

Issue  16 – Implementing Prior and Earlier Year Recommendations  

Finding  From recommendations of previous two years we have identified that there 

are still unimplemented recommendations and some are still in the process 

of implementation, as a consequence the deficiencies in meaningful systems 

remains unmanaged. 

Risk Failure to fully implement the recommendations given, increases the risk 

that weaknesses identified in main systems of the MPA are repeated. 

Recommendation 16 The Minister should ensure that a reviewed action plan is drafted where 

responsible persons are appointed, activities and timetables for 

implementation. The process should be monitored periodically by 

management. 
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5 Good Governance 

Introduction 

Good Governance implies basic principles of accountability, effectiveness of controls, risk 

management, independence of internal audit, coordination of NAO with internal audit and good 

governance with public assets. 

A key indicator supporting effective governance is the implementation of audit recommendations 

as this indicates to what extent the Management is undertaking actions to improve existing 

processes and controls. The level of compliance with FMC requirements by Budget Organizations 

is monitored by the self-assessment checklists completed by all BOs, which are submitted to the 

Ministry of Finance. 

Specific areas of our governance related reviews have been the accountability and risk 

management process, while the other components are handled within the chapters or subchapters 

above.  

Overall Governance Conclusion  

In relation with good governance we appreciate the progress made by the MPA in drafting the 

risks list and the action plan. Although, the MPA has drafted an integrity plan for 2017-2020 

setting five main objectives, this presents only one step for a good governance. To this plan it 

should be added the plan/actions for implementation. 

A number of governance weaknesses within the MPA mentioned above in relation to the failure to 

fully implement the recommendations from previous year, as well as the lack of rules on the 

engagement of KIPA trainers, and low impact of internal audit in increasing the effectiveness of 

internal controls. 
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5.1 Internal Audit System 

The Internal Audit Unit (IAU) operates with two members of staff - the Head of IAU and one 

auditor, who are licensed.  IAU has an annual plan, approved by the Minister and the Audit 

Committee, which is based on the strategic plan. IA had planned and conducted seven audits. IA 

had reported on a regular three-month basis. Our findings are summarized below: 

 

Issue  17 – Poor functioning of IAU  

Finding  Irregularities that we have identified in the functioning of IAU are as 

follows: 

 Four out of seven reports carried out, include the period of 2017; 

 In the internal audit dossier, most of paper work required by the 

manual prepared by the CHU/IA were missing; 

 Of the seven audited units, only four of them had prepared action 

plans. While the level of implementation of recommendations was 

very low (27%); and 

 The Internal Audit Committee was not functioning enough. The 

Committee had held only one meeting in the beginning of 2017, 

focusing on the quarter of last year. 

Risk Incomplete dossiers, focus on most of the previous year reports from IAU as 

well as the complete failure of AC, affect the Ministry to benefit a little from 

this unit. While, the low level of implementation of recommendations by the 

audited units, increases the risk that errors and deficiencies identified are 

not corrected and continuously repeated. 

Recommendation 17 The Minister should ensure proper functioning of internal controls in the 

Ministry. In this aspect, full functioning of AC and quality work/audits of 

IAU should be secured. Further on, Management should ensure full 

implementation of recommendations given by IAU. 
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5.2 Management Reporting, Accountability and Risk Management 

Management has implemented a range of internal controls to ensure that financial systems 

function as needed. It is important that they include proper reporting to management to enable an 

effective and timely response to the identified operational problems. 

The process of internal reporting in MPA functions according to the accountability chain and by 

law and organizational structure. Regarding this, management holds regular meetings with all 

departments heads, where often participant is also the Minister discussing reports and other 

issues for all of its activities. Departments report on weekly basis regarding their activities. 

 

Issue  18 – Weaknesses in Management Controls and Risk/Projects Management 

Finding  The weaknesses noticed in this area relate to contracts of capital projects, 

management of liabilities, KIPA regulations and the content of the integrity 

plan: 

 The control and management of contracts for capital projects is not at a 

good level. Almost in all contracts for capital projects are paid advances 

not well justified. Then in some projects annex contracts were concluded 

and in one case unfinished works/position were reported as finished; 

 In the project “Construction of the facility of the University of 

Mitrovica” – Phase II and Phase III, there were additional works in the 

amount of €592,433 (Phase II €253,391 and Phase III €339,042). 

Additional works relate to changing/increasing quantities in some basic 

stages such as: works on reinforcements, concrete, metal works, 

waterproofing, steel-rods, walls and yard work. The financial value of 

additional works did not exceed the value of 10% in the total of contracts 

and the procedures were followed. However, this is not a good practice 

and indicates for the poor process in project planning and lack of timely 

revision. 

 Poor management of liabilities and payments/invoices has affected that 

the Ministry to pay additional expenditures of €21,659, for bailiffs, court 

and interest expenditures; and 

 The MPA has failed to make a regulation that defines formalized 

procedures in relation with engagement of trainers at KIPA, and the 

integrity plan does not have a plan on how to manage and act in case of 

fraud or potential corruption. 



ZYRA KOMBËTARE E AUDITIMIT - NACIONALNA KANCELARIJA REVIZIJE  - NATIONAL AUDIT OFFICE 

 

 
26 

Risk The lack of adequate/good controls exposes the MPA to the challenges of 

proper management of contracts, liabilities consequently public money. The 

lack of regulations for trainers at KIPA shows weakness in increasing the 

quality of public administration. While the lack of an action plan as a 

response to possible cases of fraud or corruption will affect in poor reactions 

to these cases. 

Recommendation 18 The Minister should ensure quality in financial and operative reporting of 

the Ministry. To ensure effective management and controls in the execution 

of projects/contracts for other organizations. Further on, a planned and 

formalized approach for processes/programs within the KIPA. In the 

integrity plan to be included/defines rigorous actions against possible cases 

of fraud or corruption. 

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

shall prevail. 
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Annex I: 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. 

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. 
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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. 

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 emphasized 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 emphasized.  

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 judgment, 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 II: Prior and Earlier Year Recommendations  

Audit 
Component 

Recommendation carried forward from 2015 Implemented 
during 2017  

Under implementation 
during 2017 

Not 
implemented 

2.5.1 Risk 
Assessment 

The Minister should ensure that immediate responsibility for 
risk management is delegated to a named Director and ensure 
monthly reporting on the implementation of requirements in 
this area and the risks that are being managed. 

 Partially  

2.6 Internal 
Audit 

The Minister should ensure that the benefit from IAU work is 
taken into consideration by preparing an action plan for 
addressing recommendations and undertaking concrete 
measures for their implementation. 

 Partially is implemented  

3.3 Budget 
Planning and 
Execution 

The Minister should ensure that reasons for non-execution of 
budget for Capital investments and Goods and Services are 
analyzed systematically during the year and undertake 
measures to eliminate weakness at the planning stage or budget 
execution. 

 Partially is implemented  

3.4 
Procurement 

The Minister should ensure controls on procurement processes 
are enhanced, in particular about initiation of procurement 
procedures from requesting units, which should be done in 
earlier periods and based on sufficient analysis. Further, 
whenever an EO is eliminated from further participation, the 
EO should be informed about the reasons of elimination. 

  No 

3.4 
Procurement 

The Minister should ensure that evaluation of projects is done 
prior to initiation of procurement procedures whether they are 
prepared in accordance with real needs and whether they 
comply with technical and professional criteria, and should 
conduct timely revision to avoid additional works. 

  No 
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3.4 
Procurement 

The Minister should ensure that existing activities of controls 
and monitoring during capital projects execution are reviewed. 
With special focus, the initial stage controls of projections for 
capital investment should be enhanced to ensure that projects 
are done based on timelines foreseen in the dynamic plan and in 
the execution security in the case of non-completion of works 
according to contract. 

  No 

3.7.2 Handling 
of Debts 

The Minister should undertake concrete measures to ensure a 
good budget planning and payment processing according to 
timelines in order that the value of outstanding liabilities are 
brought down to the minimal level. 

 Partially  

Audit 
Component 

Recommendations given in 2016 Implemented Under implementation 
process 

Not 
implemented 

1.2 Compliance 
with AFS and 
other reporting 
requirements 

The Minister should ensure that a detailed analysis is 
undertaken to determine the causes of the emphasis of matter. 
In this regard, expenditures should be budgeted and incurred 
according to the public sector accounting standards. Capital 
assets built for other organizations should be timely transferred 
to those institutions owning them. The stock list should include 
only those assets that classify as stock. Moreover, the 
management should make a detailed review of draft AFS, with 
special focus on high risk areas and/or on those areas where 
errors are identified. 

Yes   

 The Minister should ensure that effective processes are in place 
to confirm that the information reported to the management 
and other stakeholders are critically reviewed before 
submission, in order to prevent such occurrence from 
happening. 

Yes   
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2.1 Progress in 
Implementatio
n of Prior Year 
Recommendati
ons 

The Minister should ensure that an action plan is reviewed by 
analyzing the causes behind unimplemented recommendations 
and set out a new timetable for the implementation of 
recommendations, including accountable staff members. Initial 
focus should be put on those areas of greatest significance. 
Implementation of this plan should be continuously monitored. 

 Partially  

2.2 Self-
Assessment 
Checklist of 
FMC 
components 

The Minister should ensure that direct responsibility for risk 
management is delegated to a named Director and ensure 
monthly reporting on the implementation of requirements in 
this area by monitoring the risks management. 

 Partially  

2.2.1 
Management 
Reporting and 
Accountability 

The Minister should, through KIPA Management, put in place 
written rules and procedures for the trainers’ engagement 
process. Subjectivism would thus be eliminated leading to a 
formal decision-making and accountability. 

  No 

2.3 Internal 
Audit System 

The Minister should foster a closer cooperation and effective 
communication between the Management, AC and IAU to 
identify the shortcomings of internal controls and to take 
additional measures for ensuring that IA recommendations are 
implemented in practice. Moreover, the AC should strengthen 
its role in these process, to hold the management into account 
for the implementation of recommendations. 

 Partially  

3.1 Budget 
Planning and 
Execution 

The Minister should ensure that capital projects planning is well 
analyzed and that memorandums on education projects are 
entered into earlier in order to enable timely implementation of 
procurement procedures. 

 Partially  
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3.1.2 Goods 
and Services 
and Utilities 

The Minister should ensure that the preparation specifications 
on the security of government facilities is based on official 
information and valid records on the real value of the property 
to be secured and that procurement procedures are then 
developed thereon. 

  No 

 The Minister should ask Treasury for explanations on such 
occurrences and act proactively in order to prevent such 
payments that undermine the Ministry’s budget from being 
made. In addition, he should ensure that adequate actions are 
taken to prevent the same shortcomings from being repeated 
and to prevent this issue becoming an occurrence in the 
Ministry. 

  No 

 The Minister should ensure that procurement procedures for 
contracts close to expiry are initiated earlier and consider all 
potential setbacks and delays in order to enable that the contract 
is entered into before old contract is due. 

Yes   

3.1.3 Subsidies 
and Transfers 

The Minister should ensure that allocated subsidies are 
monitored during the project implementation stage in order to 
ensure that funds are spent according to the needs presented in 
the project proposal. 

Yes   

3.1.4 Capital 
Investments 

The Minister should ensure that MPA’s initial preparations on 
each project are comprehensive in order to prevent obstacles 
that may arise during the projects implementation. 

  No 

 The Minister should, through the procurement officer, ensure 
that the evaluation process is fully in line with the set criteria 
and that EOs are treated equally. The procurement officer 
should provide for the oversight of evaluation process before 
the contract is signed. 

Yes   
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3.2.1 Capital 
and non-
Capital Assets 

The Minister should ensure that adequate controls that would 
enable transparent assets management processes fully in 
compliance with the assets management rule when it comes to 
both alienation and stocktaking are put in place. 

 Partially  

3.3 Liabilities The Minister should ensure that an efficient system is put in 
place where invoices are received and correctly reported to both 
MoF and Management. The chronology of unpaid invoices 
should be followed up in the monthly reports in order to ensure 
that the unpaid invoices are reported until they are paid so the 
Management and Treasury would have accurate information on 
outstanding liabilities. The Management should handle more 
carefully the increasing trend of contingent liabilities. 

 Partially  
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Annex III: Letter of confirmation 

 


