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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 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 Justice 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 Lavdim 

Maxhuni (Team leader), Florë Berisha and Agim Sogojeva (team 

members) under the management of the Head of Audit 

Department Bujar Bajraktari. 

 

 

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 summarises the key issues arising from our audit of the 2017 Annual Financial 

Statements of Ministry of Justice, 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. 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 dated 06/10/2017.   

Our audit focus has been on: 

 

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

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

Ministry of Justice.   

The National Audit Office acknowledges the Senior Management and the staff of Ministry for 

cooperation during the audit process. 

Opinion of the Auditor General 

Unmodified Opinion with Emphasis of Matter 

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, disclosure of assets and contingent liabilities is not fully 

accurate and reliable. Our opinion was not modified for these issues. 

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  

 

 

 

 

 

Minister’s response – audit 2017 

The Minister has considered and agreed on detailed audit findings and conclusions and 

committed to implement the recommendations given. 

Emphasis of Matter reflects 
weaknesses in controls to confirm 
and disclose correctly the values of 

assets and contingent liabilities.

The Minister should analyse the reasons 
for Emphasis of Matter in 2017 and identify 

required action for disclosure of accurate 
value of assets and contingent liabilities in 

2018 AFS (see subchapter 2.1).

Financial Management - execution 
of expenditures for capital projects, 
is a challenge for MoJ this year as 

well.Around 92% of the capital 
budget was spent in the last quarter 

of the year.

The Minister should apply a detailed 
evaluation of the concerning areas 

highlighted in this report, to identify the 
reasons for weaknesses appeared, and to 

determine required actions to address them 
(see issue 3).

Although internal controls have 
operated effectively in some areas, 
significant weaknesses have been 

noticed in some important financial 
systems, such as personnel 

management, goods and services, 
and deposit management.

The Minister should conduct a review of 
the process where we have raised issues 
for improvement (see issues 4, 5 and 7).

The process of implementing prior 
year recommendations is not being 

addressed as required for the 
development and improvement of 

the organization. 

The Minister should implement a rigorous 
process to ensure that the process of self-

assessment and prior year 
recommendations are actively addressed 

where key issues / progress issues are 
reported to management on a quarterly 

basis (see Issue 12)

Governance arrangements covering 
accountability, and risk 

management were not at a 
satisfactory level.

The Minister should ensure that the 
Governance arrangements are critically  
revised to ensure that adequate changes 
are made to improve accountability and 
management reporting arrangements to 

increase operational effectiveness (see Issue 
14)



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

 

 
6 

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 Ministry of Justice (MoJ). We have 

analysed the MoJ 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 

Auditor General’s (AG) opinion. 

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

observations and recommendations in each area of review.   

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 Justice for the year ended on 31st of December 2017 

which comprise of the Statement of Cash Receipts and Payments, Budget Execution Statement, 

and explanatory remarks on financial statements.  

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 (according to cash based accounting), Law no.03/L-048 on Public Financial 

Management and Accountability (as amended and supplemented) and Regulation MoF 

no.01/2017 on Annual Financial Reporting by Budget Organisations.  

Basis for the opinion 

The audit is carried out 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.    

Emphasis of Matter 

We draw your attention to the fact that the value of assets under €1,000, disclosed in the AFS is not 

accurate considering that the depreciation of assets in the Kosovo Correctional Service (KCS) has 

not been fully made. This situation is repeated from previous years and has resulted with 

improper functioning of the e-Asset system. Despite the Management's efforts to adjust this 

shortcoming, some units of the Ministry have adjusted this shortcoming but not the KCS. 
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In addition, contingent liabilities in the AFS were disclosed in the amount of € 586,062. However, 

during the examination, we have noticed that this value is incorrect, because they included closed 

court cases that were paid in the previous years. This is a result of inaccurate information 

provided by the State Advocacy Office, and due to the lack of adequate analysis of this 

information.  

Responsibility of Management and Persons Charged with Governance for AFS  

The Secretary General of the MoJ 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 around 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 every material misstatement that might exist. Misstatements 

may 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 around 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 the Management, as well as evaluating the 

financial statements.  
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2.2 Compliance with AFS  and other reporting requirements  

MoJ 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); 

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

 Action Plan on implementation of recommendations; and  

 Requirements of Financial Management and Control (FMC) procedures. 

 Draft plan and Final Procurement Plan; 

 Quarterly Financial Reports; and 

 Operation Reports. 

Due to adjustments in KFMIS, MoJ discussed with Treasury, and adjusted AFS on 13.03.2018. 

However, issues raised as Emphasis of Matter could not be adjusted. 

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

Officer when the draft AFS are submitted to the Ministry of Finance, except cases pointed out in 

the Emphasis of Matter, can be considered fair and correct. 

2.3 Recommendations related to Annual Financial Statements 

Recommendation 1 The Minister should ensure that concrete actions are taken to address the 

causes systematically, in order to eliminate the weaknesses in managing 

information on contingent liabilities and to confirm the accurate evaluation 

and disclosure of non-capital assets. In this regard, the Finance Department 

should be provided with accurate records of contingent liabilities. At the 

same time, the Finance Department needs to analyse well the information 

before disclosing them into the AFS. 

Recommendation 2 The Minister should also ensure that effective processes have been 

established to confirm that the AFS 2018 draft plan addresses all issues 

related to compliance. This should also include the review of the draft AFS 

by the management, with particular focus on high risk areas and areas 

where errors have been identified. The Declaration made by the Chief 

Administrative and Financial Officer should not be submitted unless all the 

necessary checks have been applied to the draft AFS. 
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3 Financial Management and Control 

Introduction 

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

undertaken on Revenue and Expenditure Systems within Budget Organisations. Specifically, the 

focus of the audit was Budget management, Procurement issues, Human Resources as well as 

Assets and Liabilities. 

Financial Management and Control Conclusion 

Despite the fact that MoJ has established relatively good controls in relation to its statutory 

obligations, non-compliance with requests has caused deficiencies in the payment process, 

inadequate asset management, etc. Financial Management and Control should demonstrate a 

good review process and security in the implementation of legislation and other control processes. 

The main areas where more improvements are needed are budget execution on capital 

investments, delays in execution of payments from the category of Goods and Services, payment 

of allowances without a clear legal basis, non-return of money to released prisoners, and 

management of asset with value under €1,000, in KCS. 

3.1 Budget Planning and Execution 

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

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

Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget1 
2017 

Outturn 
2016 

Outturn 
2015 

Outturn 

Sources of Funds   20,854,714 18,723,099 18,009,002 18,671,373 18,282,610 

Government  Grant -Budget  20,774,514 18,596,025 17,977,959 18,167,651 18,223,247 

Carried forward from 
previous year2 –  

0 6,772 42 0 0 

Own Source Revenues3 80,200 80,200 19,904 51,224 28,490 

External Donations  0 40,102 11,097 452,498 30,873 

                                                      
1 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
2 Own Source Revenues unspent in previous year carried forward into the current year. 
3 Receipts used by the entity for financing its own budget.  
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The final budget in relation to the initial budget was reduced by € 2,131,615. This reduction is due 

to budget cuts made with Government Decisions. 

In 2017, the MoJ had spent 96% of the final budget, with a decrease of 3% compared to previous 

year, where spending was 99% of the budget. 

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 

20,854,714 18,723,099 18,009,002 18,671,373 18,282,610 

Wages and Salaries 12,683,196 12,308,891 12,238,865 12,258,365 11,989,837 

Goods and Services  4,657,349 4,604,028 4,156,386 4,750,087 4,497,472 

Utilities 922,169 1,095,479 1,042,211 968,009 1,051,136 

Subsidies and Transfers 1,500,000 132,376 99,876 9,900 0 

Capital Investments  1,092,000 582,325 471,664 685,012 744,165 

Explanations for changes in budget categories are given below: 

 The final budget within the Wages and Salaries was reduced by €374,305. This occurred 

because according to the Law on Budget for 2017, 70 positions were foreseen for 

correctional officers, but during 2017 no recruitment procedures were carried out, and thus 

the Government received these funds from the MoJ budget on behalf of the budget 

savings. Budget execution for this category was 99%; 

 The final budget for Goods and Services was reduced by €53,321, compared with the initial 

budget. This reduction has resulted from the budget review as well as subsequent 

Government decisions; 

 The final budget for Utilities compared with the initial budget was increased by €173,310. 

The need to increase the funds in this category resulted from the opening of the Gjilan 

Detention Centre and the Juvenile Centre in Lipjan; 

 The final budget for Subsidies and Transfers was reduced by €1,367,624 with Government 

Decision. It should be highlighted that the full amount of €1,500,000 was allocated for 

Legal Protection and Financial Support for Persons charged with Crimes Claimed by 

Special Court (Chambers), which had not yet started with its work, and this budget was 

not spent. Only a part of the budget was spent (detailed explanations are given in 

subchapter 3.6); 

 The final budget of Capital Investments in relation to the initial budget was reduced by 

€509,675, of which € 328,800 with Government Decision no. 08/151 dated 02.08.2017, and 

€180,875, also by Government decision on behalf of budget savings. Despite reducing the 

budget for capital expenditures during the year, only 81% of the budget was spent.  
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Issue  3 – Budget Execution  

Finding  Execution of the budget for capital investments remains a challenge that 

MoJ faces constantly. The final budget executed for capital investments was 

around 81%. However, the final budget in this category was reduced by 

€509,675. This issue was addressed in the audit reports of the previous years 

but has not yet been addressed by the Management. 

In addition, the dynamics of spending the budget was not in line with the 

cash flow plan, as around 92% of the budget was spent only in the last 

quarter. Reasons for this were the delays in initiating procurement 

procedures, cancelling of procurement procedures, delays in the execution 

of works due to the specifications within prisons, etc. 

Risk Low budget execution may result in failure to meet the organization’s 

objectives and finance current year liabilities from the budget of the 

following year. On the other hand, the high level of capital expenditures at 

the end of the year may lead to a risk that payments avoid proper controls 

during the execution process. 

Recommendation 3 The Minister should ensure that budget performance is systematically 

monitored on a monthly basis and that this review identifies and addresses 

the barriers for budget execution at a planned level, with a particular focus 

on capital projects.  

3.2 Revenues and deposits 

Revenues generated by MoJ in 2017 totalled €198,284. These relate to revenues collected  from 

sequestered and confiscated assets based on court decisions, revenues generated from organizing 

professional jurisprudence exams, private bailiffs and bankruptcy administrators, etc. 

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2017  

Receipts 
2016 

Receipts 
2015 

Receipts 

Own source revenues  80,200 80,200 198,284 201,863 349,455 

Total 80,200 80,200 198,284 201,863 349,455 

Revenues collected in 2017 were €198,284. The Law on Budget of 2017 have allowed MoJ to spend 

€80,200 for its needs, out of which €19,949 was spent. The rest have been transferred to the Kosovo 

Budget (KB). 
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In addition to revenues, MoJ manages the prisoners’ deposits/money (which are managed by the 

KCS) and sequestered deposits managed by AASCA. The total value of deposits registered in 

KFMIS during 2017 was €1,665,284. 

 

Issue  4 –Bank Deposits  

Finding  According to the Law on Penal Sanctions and Financial Rule 09/2012 on 

Trust Funds, KCS is responsible for keeping records of admissions, returns 

and the state of deposit of prisoners. The abovementioned acts also specify 

that personal belongings and deposited money should be returned to the 

prisoners once they are released. 

We have noticed that prisoners’ money in the amount of €32,647 was not 

returned to prisoners after release. Only in the Correctional Centre of 

Dubrava the value of non-returned deposits was €17,553. 

According to the responsible officials, these funds have not been returned, 

because some of the prisoners after the release did not show interest in the 

funds left as a deposit. 

Risk Non-return of funds to the prisoners who are released or have served their 

sentence is in violation of the applicable rules. This also increases the risk 

for misuse of these funds. 

Recommendation 4 The Minister through the General Director of the KCS should ensure that 

the respective officers who are responsible for management of the prisoners’ 

money, upon the conclusion of the sentences, each person released from 

prison receives back the deposited funds. 

3.3 Wages and Salaries  

Wages and Salaries are paid through a centralised system managed by MPA and MoF. However, 

there is a range of controls that are applied within the MoJ, and they are related to the setting of 

salary multipliers, advancement and approval of allowances, etc. It is therefore important to have 

effective controls in place to ensure that these actions are in line with the general rules. In this 

category of expenditures, €12,238,865 or 99% of the final budget was spent.  
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Issue  5 – Compensation of allowances in non-compliance with the decisions as well as non-

replacement of civil servant contracts with Acts of Appointments 

Finding  According to Articles 96 and 97 of the LCS, it is foreseen that employment 

contracts in the Kosovo Civil Service for posts which by nature, function 

and duties are permanent positions, are replaced by Acts of Appointment. 

We have identified 11 cases in the KCS, where officials’ contracts have not 

been replaced with Acts of Appointment. The Head of Personnel, through 

an official letter in January 2016, informed the General Director of KCS that 

all Acts of Appointment for replacement of these contracts were prepared 

and are waiting to be signed, but until the end of 2017 they have not been 

signed. 

The above mentioned officials, who work in the KCS administration and 

have the status of civil servants, receive an additional €107 per month based 

on the decision no. 01/1002 dated 25 June 2009, which states that only KCS  

uniformed  correctional officers  are entitled to this allowance, on behalf of 

additional compensation for work hazard. 

Furthermore, for the position of system administrator in the KCS, the 

additional compensation was not done in line with Decision no. 02/39 of the 

Office of the Prime Minister on Salaries and Wages, for particular deficit 

categories in the IT field. 

Risk Failure to replace employment contracts with civil servants’ acts of 

appointments is a violation from the provisions of the Law on Civil Service 

of Kosovo. In addition, the payments of allowances in contradiction with 

the relevant decisions are irregular payments and cause damages to the 

Ministry’s budget. 

Recommendation 5 The Minister should ensure full compliance with the legal provisions of the 

Law on Civil Service of the Republic of Kosovo by all subordinates. In the 

concrete case, the civil servants’ contracts should be replaced by Acts of 

Appointment, and payable allowances should be performed in accordance 

with the decisions in force. Meanwhile, the allowance dedicated for IT staff 

should be paid in line with the decisions in force. 
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3.4 Personnel Management 

Personnel management includes all actions related to recruitment, contracts, training, promotion, 

leaves, etc. We have tested a number of samples to ensure that the actions taken in this area are in 

line with applicable regulations. The following issues resulted from our tests:  

 

Issue  6 – Covering Positions with Acting for longer than three months 

Finding  According to the Law on Civil Service no.03-L-149, in the case of a vacant 

position in the civil service, the acting civil servants in that position should 

not be appointed for a period exceeding three (3) months. While direct 

appointment to a vacant position in contradiction with the principle of merit 

is not allowed: We identified the following irregularities. 

 In the High Security Prison, since March 2016, a correctional officer 

has been appointed as Acting Head of the Unit for Internal Security; 

 Deputy Director of Mitrovica Detention Centre (MDC), has been 

appointed Acting Director MDC since 06.01.2016; 

 In the Dubrava Correctional Centre, from the positions of Chief of 

Administration, was appointed as Acting  Deputy Director at DCC at 

the end of December 2016; and 

 At a Detention Centre in Pristina, an official who was the Head of 

Security Department at the KCS Headquarters was appointed in the 

position of Acting Director of the Directorate for Operations, Security 

and Transport of Prisoners at the KCS Headquarters. 

There is no valid reason as to why these positions have continued to be 

managed by the Acting. 

Risk The practice of covering positions with Acting for longer periods than 

allowed by legal provisions increases the risk of positions being managed 

by persons who do not meet the necessary criteria and may affect the 

overall performance of the organization. 

Recommendation 6 The Minister should ensure that concrete actions are taken to put an end to 

covering positions with Acting. To review the reasons for not recruiting 

regular staff in these positions and put in place additional controls on the 

management of recruitment procedures. The duration of the function as 

Acting should not be longer than the legally set period. 
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3.5 Goods and Services and Utilities  

The final budget for Goods and Services and Utilities in 2017 was €5,699,507. Out of which, 

€5,198,597 were spent. They relate to food supplies for the needs of prisoners, the supply of 

expendable material, the supply of medical consumables, and utilities, out of which the most part 

was from prisons such as: water supply, electricity, etc. From these expenditures we examined 80 

payments with total value of €1,258,142 and six procurement procedures in value of €2,147,144. 

Our examinations have resulted with some shortcomings related to the payment process. 

 

Issue  7 – Shortcomings in Payment Process 

Finding  Financial Rule No.01/2013 foresees that “all invoices received by the Budget 

Organization must be paid within 30 days unless otherwise provided by 

contract”. 

In KCS, we noticed that in 30 cases payments of a total value of € 529,809 

were made after the legal deadline of 30 days. The delays are mainly from 

30 to 60 days beyond the legal deadline, while this issue has been repeated 

from previous years. As a justification for this, KCS officials claimed that 

during 2017 they faced difficulties in allocating funds in time, and problems 

with the treasury system to execute payments. 

In addition, according to the Treasury rules, initially the request for 

purchase, commitment of the funds, the purchase order, the goods or the 

service is made, and after receipt of the invoice, the payment is executed. 

In 36 cases, we found that the invoice was initially received, and then the 

commitment of the funds was made, followed by purchase order. 

Risk Delays in the execution of payments may lead to non-implementation of 

contracts in time, and increase the risk of paying potential penalties from 

economic operators. Entering into obligations prior to securing the 

necessary funds may result in liabilities that will burden the budget of the 

following year. 

Recommendation 7 The Minister and the Director of the KCS should ensure the efficient 

functioning of financial mechanisms and controls to execute payments 

within legal timeframe, and to perform regular supervision of the budget 

execution process in order to comply with the steps determined by the 

applicable rules related to payment execution. 
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3.6 Subsidies and Transfers  

The final budget for Subsidies and Transfers was €132,376. Out of which in 2017, €99,876 were 

spent. The amount of €40,000 was paid for the project “Construction of the Water Supply System 

for Supply of the Detention Centre in Pasjak village, in Gjilan”, and €40,000 with a Government 

decision was given as a donation for the renovation of the primary school in Somolicë village, in 

Bujanovac. Further on, the amounts of €14,376 are expenditures executed by the MoF/Treasury at 

the request of the Private Bailiff/Court Decision, and €5,500 is transfers to compensate the victims 

of crime. 

Recommendations 

We have no recommendations in this area. 

3.7 Capital Investments  

The final budget of Capital Investments was €582,325. Out of which in 2017, €471,664 were spent. 

They relate to the renovation of prisons, creating training facilities, and the purchase of equipment 

for the toxicology laboratory. We have not identified any material issues to report. 

Recommendations 

We have no recommendations in this area. 

3.8 Capital and Non-Capital Assets   

In the AFS of the MoJ, €94,496,664  are presented as capital assets (over €1,000) and €1,881,926  

non-capital assets (under €1,000). It is worth mentioning that in the Ministry and the Agency for 

the Administration of Sequestrated and Confiscated Assets, there has been progress in asset 

management, the process of depreciating assets under €1,000 has been improved. But the same 

cannot be said around KCS, where there are still problems in this section. Our audit of the assets 

has identified the following issues: 
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Issue  8 – Lack of internal procedures for asset management  

Finding  Article 4.1 of Regulation 02/2013 on management of financial assets “The 

Chief Administrative Officer is responsible for the approval of internal rules 

and procedures on evidence, storage and disposal of non-financial assets”. 

We have noticed that the Ministry had no internal procedures for asset 

management. 

Risk The lack of internal procedures for the maintenance and disposal of 

property may lead to the mismanagement and incorrect presentation of the 

Ministry’s Assets. 

Recommendation 8 The Minister should ensure that the internal rules and procedures for 

recording, storing and disposing of non-financial assets have been approved 

according to the Regulation 02/2013 requirements. 

Issue  9 - Shortcomings in the management of registers and inventory of assets  

Finding  In 2017, the MoJ and its agencies had carried out the inventory of the assets. 

During this process, there were identified assets that were not registered in 

the e-Asset system. In the KCS, the commission for asset inventory did not 

perform the work in line with Regulation 02/2013 on Management of 

Financial Assets since it submitted the inventory report on 09.03.2018, which 

means that the reconciliation of the annual financial statements, and the 

condition of the assets presented in the AFS was not correct. Further on, the 

commission has identified that a considerable number of assets have no 

barcodes of some officers that by the decision of the Secretary General were 

transferred from one department to another were not cleared from e-Asset 

system. 

Risk Shortcomings in the management of asset registers and inventory of assets 

that do not comply with the requirements of the asset management 

regulation increase the risk that the information in the AFS is incorrect. 

Failure to record certain assets in asset records increases the possibility of 

loss, misappropriation/misuse. 

Recommendation 9 The Minister should ensure that the commission for inventory and 

evaluation of non-financial assets performs the work in line with the 

regulation, including and evaluating all the assets of the Ministry. 
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3.9  Outstanding Liabilities  

The statement of liabilities not paid to suppliers at the end of 2017 was €1,034,486. Out of which 

€843,476 for Goods and Services, €190,470 for Utilities and €540 for transfers. These liabilities were 

carried forward to be paid in 2018. 

 

Issue  10 - Delays in execution of liabilities and incorrect reporting in AFS 

Finding  The value of €1,034,486 disclosed in the AFS represents poor management of 

outstanding liabilities. This situation is caused by delays in payment of 

invoices. Examined invoices in value of €147,362 were not paid within the 

thirty day legal deadline, as determined by the legal provisions. 

Risk Failure to meet obligations within legal deadlines leads to the increase of 

debt and the Ministry itself into financial difficulties. At the same time, this 

situation may bring over disputes or misunderstandings of financial values 

in AFS. 

Recommendation 10 The Minister should set additional mechanisms to ensure that all received 

invoices are processed for payment within the legal timeframe, and to set 

effective controls for identification, registration, processing of payments and 

reporting of outstanding liabilities. 

3.10 Contingent Liabilities 

Ministry of Justice has introduced contingent liabilities in the AFS in value of €586,062. These are 

various allegations by accusers who are likely to generate financial liabilities to the MoJ in the 

future, depending on court decisions that may be in favour of the accusing parties. 
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Issue  11 - Delays in execution of liabilities and incorrect reporting in AFS 

Finding  According to the Accounting and Reporting Standards, Budget 

Organizations are obliged to disclose, amongst others, information on 

contingent4 liabilities. According to Law No. 04/L-157, State Advocacy is an 

independent and sustainable mechanism for the independent legal 

representation of the public authorities of the Republic of Kosovo in legal, 

arbitral and administrative procedures. Consequently, the State Advocacy 

Office should have accurate information on disputes and claims against the 

Institutions it represents. During the audit, we have noticed that the State 

Advocacy Office has information around all the cases where it has been a 

representative, however this information is not systematized enough to 

serve us as a comparative basis of the contingent obligations disclosed in the 

AFS of BO. This is because apart from evidencing as dispute cases/ 

lawsuits, there are no information in the case registers such as: who is the 

accuser, who is the defendant, status of the case, in many cases there is no 

approximate value of the possible damage etc. In addition, the 

communication lines between State Advocacy, Represented Institutions and 

Courts are not very functional. 

Risk Lack of complete information on cases/indictments increases the risk that 

the presentation of contingent liabilities in the AFS of BOs is not correct and 

the current state of cases that are in legal process is not known. In addition, 

this represents inadequate management of information by the State 

Advocacy and undermines its credibility. 

Recommendation 11 The Minister should initiate a review of the functioning of the current 

database to determine the causes of its malfunctioning and at the same time 

take the necessary measures to improve the management of the information 

concerned. This would enable the Minister and State Advocacy to get 

accurate information on the cases they represent, and at the same time helps 

the BOs to have accurate information on contingent liabilities. 

In addition, the Minister should review the current form of State Advocacy 

communication with the Institutions it represents, and foster closer and 

more efficient cooperation, so that parties receive timely information on 

disputes and lawsuits. 

                                                      
4 Contingent liabilities are possible financial liabilities that may arise in the future as a result of various lawsuits and 

disputes. 
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4 Progress in implementing recommendations 

Our Audit Report on the 2016 AFS resulted in 11 recommendations. MoJ prepared an Action Plan 

stating how all recommendations will be implemented. 

At the end of our 2017 audit, two recommendations have been implemented, three were in 

process, and six others have not been implemented yet. Further on, from 2015, seven 

recommendations were carried forward (six unimplemented and one was in process of 

implementation). During 2017, three of these recommendations were in the process of 

implementation while the other four were not implemented. For a more thorough description of 

the recommendations and how they are addressed, see Annex II. 

 

Issue  12 – Implementing  Prior and Earlier Year Recommendations  

Finding  Although management had made efforts to implement the 

recommendations, it still failed to address the level of satisfaction. This is 

due to the lack of a formal monitoring on how to implement the AG’s 

recommendations. Only a part of the past year recommendations and those 

carried forward earlier have been implemented. 

Risk Failure to address the recommendations of previous years affects the 

continued weaknesses in internal controls resulting in: 

 Delay in performing obligations towards economic operators; 

 Continuing to cover positions with Acting at  KCS, even though it 

has been a recommendation in previous year reports; 

 Not returning money to prisoners upon their release; and 

 Commitment of funds and issuance of purchase order after receiving 

goods. 

Recommendation 12 The Minister should ensure that the action plan is implemented, and it 

determines the exact timeframe for implementation of the recommendations 

made by the AG, with identified responsible staff, focusing mainly on the 

most significant areas. 
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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 the Chief Administrative Officer 

with internal audit and good governance with public assets. 

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. The 

level of compliance with FMC requirements by Budget Organizations is monitored by the self-

assessment checklists completed by all BOs, which are submitted at the end of the year 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  

MoJ has made progress in governance, making some improvements in internal control systems,  

prepared a risk register, identifying all significant risks that may have an impact on achieving the 

organization’s objectives, and mitigation measures. However, there are some areas that need to be 

improved. Management of asset registers for assets under €1,000, management of deposits and 

processing of payments should be improved. To increase focus on outstanding obligations and 

contingent liabilities as well. The full and qualitative addressing of our recommendations remains 

a challenge for the MoJ. Internal audit provided a clear picture of the level of assurance of internal 

controls and provided recommendations for their improvement, but this should be supported by 

the management’s corrective actions. 

The Ministry has drafted the Strategic Development Plan (2018-2021), the National Strategy on 

Property Rights 2016-2019, the National Strategy for Protection from Domestic Violence and the 

Action Plan 2016-2020. Their implementation requires effective internal controls and compliance 

with legal procedures. Therefore, maximum management commitment is needed to achieve the 

goals and objectives set. 
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5.1 Internal Audit System 

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

auditors.  An effective audit requires a comprehensive work programme that reflects financial and 

other risks to the audited entity and provides sufficient assurance over the effectiveness of internal 

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

management places on addressing recommendations and the support and challenge provided by 

an effective Audit Committee.  

For 2017, based on the risk assessment, eight regular audits (six with high risk, and two with 

medium risk) were planned, as well as one audit upon request. This plan was fully implemented. 

Auditing activities covered the activities of 2016 and 2017 in the area of revenues, KCS 

expenditures, asset and logistics management, personnel management, vehicle management, 

budget and general expenditures, private fund of prisoners, and procurement procedures. 

We acknowledge the work of IAU and conclude that the reports were qualitative, supported by 

adequate documentation, they have identified some weaknesses in internal control systems, and 

recommendations to improve identified weaknesses were provided. 

The Audit Committee (AC) held four meetings where IAU findings and recommendations have 

been reviewed and discussed on the MoJ AFS audit report carried out by the National Audit 

Office. However, the level of implementation of the recommendations was not satisfactory. 

 

Issue  13 – IAU Recommendations partially implemented 

Finding  The IAU recommendations were only partially implemented by the 

Ministry’s management. This is confirmed by the IAU Annual Report sent 

to the Central Harmonization Unit for Internal Audit. 

Higher quality and work of the AC is needed to foster the implementation 

of the internal and external audit recommendations. 

Risk Incomplete implementation of the IAU recommendations by management 

increases the risk that the weaknesses in internal controls identified under 

audit will not improve and be followed by mistakes errors during the 

development of the Ministry’s activities. This also minimizes the quality of 

the Ministry’s overall performance. 

Recommendation 13 The Minister should undertake necessary actions to encourage management 

and administrative units to implement IAU recommendations, in order to 

improve the areas with identified weaknesses. 
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5.2 Management Reporting, Accountability and Risk Management 

In order to have a proper planning, supervise the activities on a regular basis and allow effective 

decision-making, the Management needs to have regular reports. Accountability as a process is 

the acceptance of responsibilities, holding persons into account for their actions and disclosing 

results in a transparent way. Whereas, risk management is a process related to identification, 

analysis, evaluation and actions/measures taken by the Management to control and respond to 

risks threatening the Organization. 

Although the management has carried out a range of internal controls to ensure that systems work 

properly, we have noticed that the measures applied did not provide an effective and timely 

response to the identified operational problems. 

MoJ has designed relatively good internal5 control systems and financial management, including 

organizational structure and accountability lines. However, there is a lack of secondary legislation 

on the systematization of jobs in the KCS, although required by law. This may have resulted with 

improper functioning of internal controls in the KCS. 

MoJ has met FMC requirements by designing a matrix of potential risks, including: identification, 

evaluation, risk management, analysis and reporting on the annual risk management system. The 

types, the probability of the occurrence of the risks, the actions to be taken by the respective 

departments and the deadlines within which they will be monitored are determined, but this 

monitoring was not performed. 
 

Issue  14 – The Lack of monitoring risks  

Finding  The risk register should be reviewed regularly (quarterly reviews 

recommended), to determine whether actions have been taken as planned 

and whether any changes in risk evaluation have been made. The revised 

risk register should be extracted after each review and updated as needed 

but, we have identified that in 2017 this list was not reviewed in quarterly 

basis and not monitored as required by FMC procedures. 

Risk Lack of constant monitoring/review of risks by management increase the 

risk that the organization’s objectives will not be met. This may lead to poor 

quality services providing. 

Recommendation 14 The Minister should ensure that the list of risks is constantly monitored on a 

quarterly basis, to reduce the impact of risks at acceptable levels and to take 

the appropriate measures/actions to handle the threats exposed. 

 

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

version shall prevail. 

                                                      
5 For AFS audit purposes, we have not been able to obtain support in internal controls because they have not fully addressed the audit 

claims. 
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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 around 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 
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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 1705 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 II: Progress in Implementing Prior and Earlier Year Recommendations  

Audit Component Recommendation  carried forward from 2015 Implemented 
during 2017  

Under implementation 
during 2017 

Not implemented 

2.3 Implementation 
of prior year 
recommendations 

The Minister should ensure that a revised action plan is 
implemented which clearly sets out a timetable for 
addressing the recommendations made by the AG with 
accountable staff members identified and with initial 
focus on those of greatest significance. 

 The plan was not 
formally reviewed. 
However, some of the 
recommendations were 
implemented. 

 

 

2.5  Specific Review 
of Governance  

The Minster should ensure that immediate actions are 
taken to issue sublegal acts which regulate internal 
organisation and systematisation of work positions in 
the Ministry. 

  Not implemented 

3.3 Budget  
Planning and 
Execution 

The Minister should ensure that an assessment of 
reasons was made related to the poor level of budget 
planning. In addition, the Minister should ensure that 
budget preparation is preceded by a detailed analysis 
which fully reflects the information included in the 
prior year expenditures/expected changes of the year, 
etc. Budget performance should be monitored on a 
monthly basis and addresses barriers to planned levels 
of budget execution, with special focus on capital 
projects. 

  Not Implemented 

3.4 Procurement The Minister should ensure that efficiency in the 
functioning of the existing internal controls is increased 
in order to make purchases only then when there are 
sufficient funds allocated for their payment. 

  Not implemented 
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3.4.1 Delays in 
execution of 
payments 

The Minister, in cooperation with persons accountable, 
should ensure regular process of budget execution, in 
order that every invoice is paid within the legal 
deadline set. 

  Not implemented 

3.7 Assets and 
Liabilities 

The Minister should ensure that causes of non-
functioning of the existing controls in this area are 
identified, and actions required are taken that all assets 
are subject to depreciation, by applying respective 
norms of depreciation. In case of need, persons 
responsible should be provided with necessary training 
in the use of E-asset application. 

 Partly implemented- 
although the situation 
in some units of the 
Ministry has started to 
improve, the KCS 
continues to have 
problems with the 
depreciation and the E-
Asset system. 

 

3.7 Assets and 
Liabilities 

The Minister should ensure that controls on assets 
management are strengthened. At the end of every 
year, after the process of inventory, the general assets 
register should be harmonized with the register issued 
after the process of inventory. If differences are found, 
then explanations on the changes represented should 
be explained. 

 Partly implemented 
since the KCS still did 
not perform 
reconciliation of the 
inventory report with 
the general assets 
register. 

 

Audit Component Recommendation given in 2016  Implemented In process Not implemented 

2.Financial 
Statements 

The Minister should ensure that a detailed analysis is 
undertaken to determine the causes of emphasis of 
matter. In this context, actions should be taken that all 
assets are recorded and subject to depreciation by 
applying respective rates. Further on, Management 
should review the draft AFS in details with specific 
focus on high risk areas and/or areas where errors 
have been identified. 

 Partly implemented – 
there is still 
depreciation of assets 
and the value disclosed 
in AFS is incorrect. 
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2.1 Progress in 
implementation of 
prior year 
recommendations 

The Minister should ensure that the Action Plan for the 
implementation of the recommendations is being 
monitored on a regular basis and implemented in line 
with the specified timeframe. The primary focus should 
be on the recommendations that have an impact on the 
most important areas of financial management and 
controls. 

 Partly implemented 
since a part of 
recommendations is yet 
not addressed. 

 

2.3 Specific Review 
of Governance 

The Minster should ensure that immediate actions are 
taken to address the recommendation given to produce 
sublegal acts which regulate internal organisation and 
systematisation of job positions within the KCS. 

  Not  
implemented 

3.1 Budget 
Planning and 
Execution  

The Minister should ensure that an assessment of 
reasons was made related to the poor level of budget 
planning. In addition, the Minister should ensure that 
budget  reparation is preceded by a detailed analysis 
which fully reflects the information included in the 
prior year expenditures/expected changes of the year, 
etc. Budget performance should be monitored on a 
monthly basis and addresses barriers to planned levels 
of budget execution,with special focus on capital 
projects. 

  Not implemented 

3.1.1 Revenues and 
deposits ( trust 
funds) 

The Minister should ensure regular monitoring of this 
account/deposit by responsible officials, and timely 
return of funds to each prisoners when sentences are 
ended. 

  Not implemented 
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3.1.2 Salaries and 
Wages 

The Minister should take action to terminate covering 
Management positions with Acting duties. The 
duration of the function as Acting should not be longer 
than the statutory period. Further on, he should ensure 
that annual performance appraisals for employees are 
completed in time. 

  Not implemented 

3.1.3 Goods and 
Services, Utilities, 
Agreement for 
Special Services 

The Minister should ensure that action is taken to 
terminate such engagement/recruitment practices in 
absence of procedures in order to avoid that they are 
paid from Goods and Services. 

Implemented   

3.1.3.1 Delays in 
execution of 
payments 

The Minister should ensure regular oversight of the 
budget execution process in order each invoice is paid 
within the statutory deadline. 

  Not Implemented 

3.1.3.2  Receiving 
Goods before funds 
are committed and 
before Purchase 
Order is issued 

The Minister should ensure that controls in process of 
payment execution are continuously monitored. The 
payment process should be made fully in compliance 
with the steps established under LPFMA and Treasury 
Rules 

  Not Implemented 

3.2.1 Capital and 
non-Capital Assets 

The Minister should ensure that it has strengthened 
controls on asset management. At the end of each year 
following the inventory process, the overall assets 
register should be in reconciliation with the register 
drawn up in the inventory process. If a difference is 
found then clarifications should be provided for the 
changes presented. 

 Partly implemented 
since KCS did not 
perform reconciliation 
of inventory report to 
the general asset 
register. 
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3.3 Outstanding 
liabilities 

The Minister, in cooperation with responsible persons, 
should secure additional controls on reporting 
obligations. The exact values of the 

obligations should be carried forward from one month 
to the next, in line with the legal requirements. 
Furthermore, all necessary measures should be taken to 
strengthen the controls for these processes. 

Implemented.   
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Annex III: Letter of confirmation  

 


