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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 Agriculture, 

Forestry and Rural Development 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 Besa 

Morina (team leader) with Fatlinda Podvorica and Aurora 

Morina (team members), under the management of the Head of 

Audit Department Astrit Bllaca. 
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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 Agriculture, Forestry and Rural Development, 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 dated 30.10.2017. 

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 Agriculture, Forestry and Rural Development. 

The National Audit Office acknowledges the Senior Management and 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 the assets register was incomplete and financial liabilities 

have been overstated for the amount of contractual liabilities. 

For more, see 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 commited 

to implement the recommendations given.  

The Emphasis of Matter reflect 
weaknesses in controls to confirm 

the completeness of assets and 
liabilities.

The Minister Officer should analyze the 
reasons for the repetition of the Emphasis 
of Matter  in 2017, and to identify actions 

required to enable a true and fair 
presentation of assets and liabilities in 2018 

(see chapter 2.1).

Budget planning, expenditures in 
the category of capital 

investments, subsidies, goods and 
services and wages are areas 
followed with weaknesses.

The Minister should apply a detailed 
assessment of the areas of concern 

highlighted in this Report, to identify 
reasons for presentation of weaknesses 

and to determined action needed to 
address these. (see chapter 3).

The response to previous year 
recommendations are not being 
addressed as required to ensure 

the development and 
improvement of the Ministry.

The Minister should apply a rigorous 
process to ensure that the previous year 
recommendations are actively addressed 
where key issues/progresses are reported 
to Management on a monthly basis. (see 

issue 21).

The Audit Committee was not 
operational during 2017. The 

internal audit reports does not 
contain specific descriptions for the 
findings and did not have progress 

in implementation of 
recommendations, almost the same 

situation as in 2016.

The Minister should ensure the operation of 
the Audit Committee, which should review 
the internal audit outcomes, including the 
quality and actions taken by Management 

related the internal audit 
recommendations. Further on, to ensure 

that the IAU audit reports are specific and 
supported with evidences (see issue 22).
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1 Audit Scope and Methodology 

Introduction 

The National Audit Office (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 Ministry of Agriculture, 

Forestry and Rural Development. 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 Auditor General’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. 

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 Agriculture, Forestry and Rural Development for the 

year ended on 31st of December 2017, which comprise of the Statement of Cash Receipts and 

Payments, Budget Execution Statement and 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. 

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 in the 

“Auditor’s Responsibilities for the Audit of the Financial Statements” section of our report. We 

believe that the obtained audit evidence is sufficient and appropriate to provide a basis for the 

opinion. 
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Emphasis of Matter 

We draw your attention to the fact that: 

 IT equipment in the amount €273,399 a donation of EU donated to ADA, have been 

received and recorded in the agency, but have not been included in the MAFRD assets 

register due to their non-reporting within the Ministry. Further on, the asset under €1,000 

is understated for €384,792 in AFS. According to the reports from the e-Asset system for 

MAFRD and KFA, the net value of assets under €1,000 is €493,522, while only the 2017 

purchases in amount €108,730 were presented in AFS; 

 According to the Assets Evaluation Committee, land properties of the Kosovo Agriculture 

Institute (KAI) in value of €7,652,967, are not controlled and used by KAI, and that the 

same are being used by private individuals. This evaluation was based in the Kosovo 

Cadastral Agency where KAI appears to be the holder of properties. This finding was also 

in the previous year report; and 

 The disclosure of outstanding liabilities in 2017 AFS was in the amount of €9,324,498. 

From this amount, €7,009,157 does not meet the criterion to be financial liability because 

they are contractual liabilities for grants, which is expected to be completed during 2018. 

Responsibility of Management and Persons Charged with Governance for AFS 

The Secretary General of the Ministry of Agriculture, Forestry and Rural Development is 

responsible for the preparation and fair presentation of financial statements in accordance with 

International Public Sector Accounting Standards – Financial Reporting under 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 Finance Management 

and Accountability (as amended and supplemented). 

The Minister is responsible to ensure the oversight of the Ministry of Agriculture, Forestry and 

Rural Development’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. 
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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. 

2.2 Compliance with AFS and other reporting requirements 

From the Ministry of Agriculture, Forestry and Rural Development 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 

Organizations; 

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

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

 Action Plan on addressing of recommendations; 

 Requirements of Financial Management and Control (FMC) procedures; and 

 Other requirements (quarterly reports including also nine-month statements, the 

procurement plan and the annual report of signing of contracts). 

In the context of other external reporting requirements, we have identified the following issues: 

 MAFRD has presented the contingent liabilities in the amount €522,700 in AFS. During the 

comparison of data taken from the legal office, the amount of contingent liabilities was 

€535,071; there is a difference of €12,371 from the amount presented in AFS. Further on, we 

have selected seven samples in amount of €116,000 from the State Advocacy register and 

we have noticed that the same were not presented in AFS. 

DECLARATION MADE BY THE MANAGEMENT OF MAFRD 

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, can be considered correct 

except the findings to the Emphasis of Matter which are presented to the sub-chapter 2.1 Audit 

Opinion. 
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2.3 Recommendations related to Annual Financial Statements 

Recommendations are given for the above-mentioned issues: 

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

causes of the Emphasis of Matter. Actions should be taken that the assets in 

ownership of the Ministry to be recorded in the assets register and all assets 

in possession of the Ministry are disclosed in AFS. Further on, it should 

ensure that for the used asset by private persons is returned under control 

through legal ways. 

Recommendation 2 The Minister should ensure that financial liabilities are disclosed separately 

from the contractual liabilities. Further on, it should cooperate with the State 

Advocacy for the reconciliation of registers, in order to present all 

contingent liabilities. 
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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 

MAFRD in general, has placed good controls in relation to its statutory liabilities. In the context of 

financial systems, controls over revenues are generally appropriate and are being implemented 

effectively, but controls over a range of expenditure areas require further enhancement to prevent 

irregularity of expenditures. The main areas where most improvements are required are Budget 

Execution, Assets Management, Personnel Management and Management of Subsidies. 

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 presented in the below tables: 

Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget1 
2017 

Outturn 
2016 

Outturn 
2015 

Outturn 

Sources of Funds 57,596,233 55,180,610 50,811,220 50,857,566 57,520,945 

Government Grant -Budget 54,392,718 52,103,331 49,742,305 47,719,241 52,643,388 

Carried forward from 
previous year2 –  

93,764 93,764 81,018 81,328 

Own Source Revenues3 183,515 183,515 56,042 89,751 146,428 

Financing from borrowing 3,020,000 1,020,000 516,714 2,927,584 1,206,512 

External Donations 0 1,780,000 402,435 39,972 3,443,289 

 

  

                                                      
1 Final budget – the budget approved by the Assembly subsequently adjusted 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 activities. 
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The final budget in relation with the initial budget was decreased for €2,509,387. This decrease is a 

result of the decrease of financing from borrowing, budget cuts and in accordance with the 

Government decisions. 

MAFRD has spent 92% of the final budget in 2017, with one under-expense of 7% compared to 

2016. However, regarding the budget usage, explanations for the current position are given below. 

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 

57,596,233 55,180,610 50,811,220 50,857,566 57,520,944 

Wages and Salaries 2,319,194 2,358,194 2,330,329 2,180,904 1,956,696 

Goods and Services 2,981,681 4,036,009 2,416,802 3,570,786 3,692,171 

Utilities 118,768 135,660 100,826 99,572 98,207 

Subsidies and Transfers 47,203,922 46,422,803 43,868,507 43,894,912 50,724,157 

Capital Investments 4,972,668 2,227,942 2,094,756 1,111,392 1,049,714 

Explanations for changes in budget categories are given below: 

 The final budget for Wages and Salaries was for €39,000 higher than the initial budget. This 

budget has been increased with Government decision €11,358 and with budget review for 

€27,642. The execution was 99% of the final budget; 

 For Goods and Services, the final budget was increased for €1,054,328 in relation with the 

initial budget. The budget increase was result of the funds transfer from Financing and 

Borrowing with approval of MoF in the amount of €311,119, with Government decision in 

the amount of €562,550, with budget review in the amount of €75,000, funds transfers from 

the category of subsidies for €37,450, from utilities for €3,108, and revenues carried forward 

€93,764. While the budget cuts were €28,663, despite these changes the execution of the 

final budget remains in low level 60%; 

 The Utilities budget was increased for €16,892 compared with the initial budget, while the 

execution for 2017 was 74% of the final budget. As a result of the budget review this 

category was increased for €20,000, and decreased for €3,108, because of funds transfer 

from utilities to goods and services; 

 The final budget for Subsidies and Transfers was decreased for €781,119 compared with 

the initial budget, while the execution for 2017 was 94% of the final budget. The budget 

decrease was result of the budget cut with review for €2,000,000, funds transfer from 

subsidies and transfers for €561,119 to goods and services. While it was increased for 

€1,780,000 as a result of the received donation from the World Bank. At the end of the year 

in this category had surplus of €2,554,296, while it had many outstanding liabilities with 

reasoning – in procedure for payment; and 
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 The final budget for Capital Investments was for €2,744,726 lower compared with the 

initial budget. This as a result of budget cuts with review for €1,324,734 and with 

Government decision for €1,419,900, because of savings in sub-programs for projects. The 

execution for capital investments in 2017 was 94% of the final budget. 
 

Issue  3 – Budget Execution 

The need for many adaptions for the most of expenditures categories 

appeared during the year. This occurred because the budget funds have not 

been spent according to the Cash Flow plan. 

For 2017, the execution of 15 capital projects with total amount of €4,972,668 

was foreseen under initial budget, but with the budget review of were 

removed two project in the amount of €600,000 as a result of their non-

execution. Four projects in the amount €3,052,668 have suffered budget cuts 

in the amount €653,488 after the budget review. The budget execution for 

capital investments was 94%, while the most part of the budget or 72% of it 

was spent in the last quarter of the year. 

The budget for goods and services was increased according to the Ministry’s 

requirements, but the expense was only €2,416,802 or 60% of the final 

budget. The reason of the low expense level was because the budget 

changes had occurred at the end of the year. 

The Ministry had spent €1,360,542, from the code 21200 (non-public 

subsidies) but €1,088,058 or 80% of these funds were spent for the codes of 

direct payments, since the Ministry had lack of funds in respective codes. 

Risk Numerous needs for adjustments are an indicator that the budget has not 

been drafted according to the real capacities of MAFRD for its execution. 

Failure to execute the planned capital projects and significant differences 

between planning and spending, within the capital projects as well as 

expenses in specified codes, increases the risk that the Ministry’s 

determined objectives are not be achieved. 

Recommendation 3 The Minister should ensure that the drafting of budget is supported  with a 

detailed analysis of all factors that have an impact on budget execution 

without significant differences between planning and spending of funds. 
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3.2 Revenues 

Revenues planned for 2017 were €1,939,398, while were executed €2,265,297.  These relate to 

revenues from wood fees, revenues from rent and revenues from issuance of licenses. The most 

part of revenues executed by KFA, in the amount of €2,035,302 or around 90% of the total 

revenues. While the other part of revenues, has been executed by the services provided by other 

departments of MAFRD. 

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2017  

Receipts 
2016 

Receipts 
2015 

Receipts 

Own source revenues 1,939,398 1,939,398 2,265,297 1,949,985 1,810,028 

Total 1,939,398 1,939,398 2,265,297 1,949,985 1,810,028 

The 2017 revenues compared with the previous year have been increased for €315,312 or 16%. On 

base of an agreement with MoF, own source revenues of €183,515 were allowed to be spent for the 

BO’s needs, while the remaining part of revenues collected have been transferred to the Kosovo 

Budget (KB). 

3.3 Wages and Salaries 

Wages and Salaries are paid through a centralized system of payments managed by MPA and 

MoF. However, there are a range of controls that operate within MAFRD, that relate with the 

authorization of payroll list, verification of changes, the budget review for this category, 

reconciliations with treasury etc. So it is important to have effective controls to ensure that these 

actions are in accordance with the general regulations. 

 

Issue  4 – Payments not in accordance with decisions and contracts 

Finding  From our testings’ we identified the following issues: 

 In 29 cases we have noticed that the employed as facility guard, 

cleaner, field workers, field technic, forest guard, takes the CSK 

allowance (€30) while their employment is regulated based to the 

Labour Law L-03/212. The financial error for 2017 was €10,230; 

 four officials were engaged under Special Services Agreement  in 

(KFA), where except the basic salary they also received KCS 

allowance of €30; and 

 In 10 cases we have noticed that even after the approval by 

DCSA/MPA for increasing multipliers from 4.5 to 5 for the position: 

Forest guard, hunting and fishing, the multiplier still continues to be 

4.5 within the employees’ act of appointment while in the payroll list 

they have the multiplier 5. 
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Risk The payment of allowances that have not been foreseen under the law and 

payments not relying on act of appointment results in irregular payments 

that could cause financial loss for the Ministry. 

Recommendation 4 The Minister should ensure that identified cases have been reviewed and to 

take requires measures to ensure that salary the MAFRD staff is 

remunerated in line with the foreseen budget and in compliance with the 

Government decisions and signed contracts. 

3.4 Personnel Management 

Personnel Management includes all actions related to: recruitment, contracts, trainings, 

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

area are in line with applicable regulations. From the carried out tests have resulted the following 

issues: 

 

Issue  5 – Non-inclusion of departments in the regulation 

Finding  According to the Budget Law for 2017, MAFRD had 392 positions approved, 

with the internal regulation for the systematization of work places the 

Ministry had foreseen only 329 positions, while at the end of the year were 

covered 377 positions. Two of the departments that currently operate within 

the Ministry, the Kosovo Agriculture Institute and the Unit for the Human 

Rights are not foreseen with this regulation. 

Risk Failure to reconcile the internal regulation with the Budget Law could result 

in  not having a clarity in relation to duties and reporting of departments 

that are not included in this regulation. 

Recommendation 5 The Minister should consider the possibility of initiating 

change/adjustment of the Regulation with the new circumstances in order 

that the duties and responsibilities are determined for the departments left 

outside the regulations. 
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Issue  6 – Signing of contracts without authorization and exercising duties not in accordance 

with the law 

Finding  During the testing we identified that: 

 According to the article 1 of the work contract for indefinite duration, 

it is said that their employment relationship is concluded between the 

Secretary General (employer) and officials (employees). In 11 cases 

we have notices that the contracts have been signed by the Personnel 

Manager without any authorization by SG. 

 Article 30 paragraph 4 of the Civil Service Law no. 03/L-149 states: In 

case of a vacant position in the civil service, the Acting cannot be 

appointed more than three months. We identified five such cases for 

2017 that had exceeding of this deadline from one up to five months. 

Risk Signing of contracts by the unauthorized officer leads to irregularities that 

could be reflected to the accountability and responsibility of the Chief 

Administrative Officer. Further on, covering positions with Acting for more 

than three months risks that the institution fails to fulfil the organization’s 

mission and objectives. 

Recommendation 6 The Minister should ensure that each employment relationship concluded 

within the Ministry is signed by the Chief Administrative Officer and that 

for positions covered with Acting, are manned with regular employees 

through the recruitment process. 

Issue  7 – Recruitment procedures with SSA 

Finding  MAFRD for 2017 had 38 employees engaged with Special Service 

Agreement, without a recruitment procedure. According to the law for Civil 

Service of Kosovo, these are subject to the Law on Obligations and for those 

should be implemented a simplified recruitment procedure. The same were 

engaged in work before the signing of agreements for work that is not in 

compliance with article 8 of this agreement, where it is specified that the 

agreement for work enters into force on the day of signing. 

Risk Engagement of employees with SSA without adequate recruitment 

procedures increases the risk to engage inadequate persons for the 

respective positions and this could result in operational inefficiency and 

non-achievement of the organization’s objectives. The completion of works 

without signed agreement increases the risk that works to not be completed 

as were foreseen. 

Recommendation 7 The Minister should ensure that employees with contracts for special 

services are engaged under recruitment procedures according to the legal 

requirements. And ensure that, the staff engagements in work  are done 

only according to the signed agreements. 
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3.5 Goods and Services and Utilities 

The final budget for Goods and Services and Utilities in 2017 was €4,171,669. Out of them 

€2,517,628€ were spent. Those relate to contractual services, maintenance expenditures, fuels and 

supplies with consumable material. 

 

Issue  8 – Framework contract without indicative quantity 

Finding  According the point 18.26 of the Operational Guideline for Public 

Procurement it states that Contracting Authorities will specify the quantities 

during the preparation of tendering materials including publications, 

tendering materials and contracts. The public framework contract for 

“Development of rural zones through advancement of consulting services” 

signed on 12.07.2017 in the amount €439,347 with annual payment €146,449, 

did not have elements of a public framework contract. In this contract it was 

missing the indicative (approximate) quantity. 

Risk Failure to assign the indicative quantities disables the assignment of 

expense limits +/- 30% consequently it is unknown the liabilities limits of 

CA to EO. Discrepancies between the contract and the project bring 

uncertainties related to work that should be completed as well as 

timeframes of the works completion. Despite this, these differences risks 

transparency. 

Recommendation 8 The Minister should ensure that reasons for the identified weaknesses have 

been analysed and controls during the procurement process are 

strengthened. All procedures should be developed in accordance with the 

Operational Guideline for Public Procurement. 
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3.6 Subsidies and Transfers 

The final budget for Subsidies and Transfers was €46,422,803. Out of them €43,868,507 were spent 

in 2017. Those relate to development of agriculture and rural development that has as aim the 

expansion and improvement of their production. The payment of subsidies is done in form of 

direct payments (in Treasury) and in form of grants from the finance office within MAFRD. 

Policies and budget are prepared by the Managing Authority in cooperation with the Minister and 

Secretary General (SG), while the implementation of policies is done by ADA. 

 

Issue  9 – Delays in approval and discrepancies between the programs and administrative 

instructions 

Finding  The Ministry had not determined timeframe for the approval of the Direct 

Payments Program (DPP) and the Annual Rural Development Program. 

These programs were approved in February 2017. This fact has caused 

delays in the subsidies process by starting from the call for application, 

controls in field and up to the completion of the payment, especially for 

surfaces planted with certain agricultural crops. 

The Program for the Development of Agriculture and the Program for 

Direct Payments has discrepancies with administrative instructions for the 

implementation of these programs. The criteria set in the program are 

missing in administrative instructions and vice versa criteria set in 

administrative instructions missing in the programs. 

According to the article 26, paragraph 3 and 4 of AI 02/2017 for grants, it 

says that the administrative proceeding expires within the period of three 

months from the receipt of the application until the notification letter on the 

application evaluation. While according to the same instruction, no 

timeframe is determined timeframe from the notification letter of the 

application evaluation and until the approval of the project. 

Risk The execution of programs with delay may result in carrying forward 

contractual/financial liabilities in the next year. Further on, changes 

between programs and administrative instructions may cause uncertainties 

to the applicants that apply based on the criteria set, approved program and 

could be eliminated from the competition for profit because the subsidizing 

is done according the administrative instructions. The lack of timeframes 

after the administrative proceeding of the case can impact in delays in the 

projects execution and risks in the non-achievement of the Ministry’s annual 

objectives. 

Recommendation 9 The Minister should ensure that Managing Authority drafts the program in 

time with purpose of implementing measures timely and the approved 

programs do not contain errors that should be changed later on with 

administrative instructions. Further on, it should ensure that timeframes 

have been set for the approval of projects. 
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Issue  10 – Delays in implementation of the projects 

Finding  The timeframe for the implementation of projects for investments in 

physical assets in processing and trading of agricultural products (measure 

103) was eight months from the data of contract signing. This timeframe can 

be extended for a maximum of two months if there are strong reasons for 

this, such as bringing of any specific machine from any foreign country. In 

11 cases we have noticed that beneficiaries had not achieved to complete the 

projects according to the terms of contracts and had requested the postpone 

of timeframe even for two months only with a written reasoning, without 

providing additional evidences for the postpone of the timeframe, even 

though in contract/administrative instruction it is noted that reasons should 

be strong for this approval. 

Risk The approval of postponement for the implementation of the project 

without sufficient evidences, led to payments for these project to be made at 

the end of the year and the high volume of payments may result with errors 

during their authorization. 

Recommendation 10 The Minister should ensure that approvals for postponements are made 

according to the Administrative Instructions and the reasons for 

postponements are supported with evidence. 

Issue  11 – Approval of payments without implementing the criteria 

Finding  According to the AI no. 02/2016 one of the criteria for earning points was 

also the number of employees that will be employed in the future. The 

beneficiary had presented in the business plan the increase of employees’ 

number from seven up to nine persons and for this had earned nine points, 

one point for each employee. Implementation of this criterion should be 

witnessed in ADA when submitting the request for payment, the 

beneficiary had witnessed only for seven employees that means that is has 

been overstated with two points. 

While in the other case, the engagement of five employees was presented 

with possibility of increasing up to 15 employees, according to this 

statement the beneficiary had earned maximum points exactly 10 points, 

while it had witnessed only for six persons. 

According to the article 29 point 10 of AI 02/2016 – “From the days of 

submitting the request for payment until the execution of payment should 

not exceed more than 40 days. In seven cases had exceeding of this deadline 

over two months for the projects related to 2016. 

Risk Authorising payments without meeting the criterion which had impacted to 

getting the project on board risks leads to the Ministry’s objectives not being 

achieved to increase employment in the agriculture sector. Delays on 

proceeding of the requests for payment by the Authority of Payments risks 

to be created financial liabilities that load the next year’s budget. 
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Recommendation 11 The Minister should ensure that the payments are authorised only in cases 

when it is demonstrated that criteria have been implemented getting the 

project on board and the request for payment is made in accordance with 

the deadlines set in the administrative instruction. 

Issue  12 – Re-control after the expiry of timeframes for the project implementation 

Finding  The grant beneficiary for the project “Construction of the new dairy”, had 

not managed to complete works within the timeframe and had requested 

postpone of timeframe for the implementation of the project as foreseen in 

the contract. After the completion of the determined timeframes in the 

contract it had done the request for payment, but the Department of 

controls had identified some uncompleted stages. After this, later on the 

beneficiary had made a request for re-control with the reason that now all 

the works are completed. Although according to the administrative 

instruction re-controls are not foreseen, the Department for authorization of 

payments had requested to be carried out this re-control, which had 

concluded that the works were completed. 

Risk Carrying out re-controls not in accordance with the administrative 

instruction leads to the reduction of the process credibility and may result in 

dissatisfaction of other farmers for not equal treatment. 

Recommendation 12 The Minister should ensure that terms set in contract and administrative 

instruction are implemented by the responsible officials of ADA. 

Issue  13 – Monitoring of projects - Ex-post control 

Finding  The department of control during 2017 had selected 338 grants beneficiaries 

for 2015 to carry out Ex-post controls. Out of them, 106 cases were 

uncompleted4, and have been return to archive as uncontrolled. From this 

department were controlled only 232 completed cases, out of them in 107 

were identified problems that have been sent to the Department of 

payments for further proceeding. In most of the cases were missing 

evidences for the tax and employees contribute payment, were missing 

equipment financed by ADA as well as projects that are not operational. 

Risk The lack of documentation in selected cases for Ex-post controls risks that 

uncontrolled beneficiaries have not meet the criteria set according to the 

contract as well as it decreases the ability to be started with procedures for 

return of funds for the contract non-implementation. 

                                                      
4 There was missing the application package for payment and reports of control. 
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Recommendation 13 The Minister should ensure that causes of non-completion of cases are 

analysed and that uncontrolled cases are subject to control process. Also , it 

should ensure that beneficiary files are indexed in order and submitted to 

the archive and the same when requests are submitted as completed. 

Further on, it should look into the possibility of creating electronic files. 

Issue  14 – Appeals Committees 

Finding  During 2017 the MAFRD had established the committee for review and 

evaluation of complaints for Grants. This committee during its work had 

disagreements with the ADA officials, as in 46 cases for which the Appeals 

Committee had decided differently from the Division for the Approval of 

Rural Development Projects, and the committee’s recommendations were 

not implemented. We have tested two cases and we have identified that: 

 In the case it was requested that the property to be in the applicant’s 

name, while the applicant had presented the privatized property 

from PAK, where in the possession sheet writes 99 years with rent. 

The criterion set by the Ministry has been discriminatory and for this 

issue the Committee had requested legal interpretation by PAK and 

the MAFRD’s legal office. Their response was based on the UNMIK 

regulation no. 2003/13 on Transformation of the Right for Use of 

Immovable Property in Social Ownership. Based on this regulation, 

article 2.1 point: (a) The right of possession and use of the property 

given with rent for any purpose that is not prohibited according to 

the applicable law; (b) The right to freely transfer the property under 

rent to the third parties; (c) The right to place burdens on the 

property under rent, conditional on the benefit of third parties. Based 

on this interpretation the Committee had returned the case in re-

review, but ADA had refused even after the re-evaluation. 

 Even the second case was not taken into account by ADA because the 

documentation, for which it was refused the application, was present 

together with the complaint to the Appeals Committee and did not 

appear in the application file. 

Finding  While the Directorate of direct payments had opposed in 35 cases the 

Appeals Committee for direct payments. We have tested two cases and we 

have noticed that: 

 In the first case the Committee had recommended that the farmer to be 

compensated because it had valid rent contract with the PAK until the 

wheat harvest phase. This conclusion of the Committee was incorrect as 

the contract had ended on 30.04.2017. 
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 While in the other case, in the Committee’s decision says not to be 

sanctioned with the extent of blacklisting, as it has been confirmed that 

agricultural crops have been damaged by climate conditions. According 

to the administrative instruction the farmer is obliged to timely inform 

for the damages caused by the disasters. The farmer had not informed 

for the damages caused by climate conditions and did not have any 

evidence for this complaint. 

Risk Uncertainties created between committees and ADA’s officials in the 

interpretation of laws and administrative instructions can impact to be 

damaged farmers or to be damaged the Kosovo budget. 

Recommendation 14 The Minister should ensure that clear criteria have been set in the program 

and administrative instructions in order not to have uncertainties when 

interpretation is made. Further on, to ensure that the Appeals Committee 

acts in accordance with administrative instructions. 

3.7 Capital Investments 

The final budget for Capital Investments was €2,227,942. Out of them €2,094,756 were spent in 

2017. Those relate mainly to construction and rehabilitation of irrigation system in Kosovo, 

afforestation, integrated information agricultural software-system and supply with IT equipment 

and laboratory equipment. 

 

Issue  15 – Failure to adhere to the criteria during the evaluation of tenders 

Finding  To the contract for “Renovation-maintenance or forest roads in Blinaja” in 

the amount €49,390, the criterion set in the tender dossier was not 

completed. According to the tender dossier, to the technical and 

professional capacity was requested that the workshop leader to be a 

graduated engineer of construction, constructive direction, road 

infrastructure, while the winning EO had presented as workshop leader a 

graduated engineer of architecture. 

Risk Selection of EO that does not meet all criteria, impact in the decrease of the 

process credibility and may result in non-quality services. 

Recommendation 15 The Minister should ensure that contracts are concluded with EO that meet 

all criteria set in the tender dossier. 
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3.8 Common Issues on Goods and Services and Capital Investments 

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

   

Issue  16 – Inadequate expenditure classification in economic codes 

Finding  In 10 cases, in common amount €443,422, the expenditure has been recorded 

in the economic code 32100 (Land). Three cases relate to project for the 

extension of the irrigation system in villages, while other cases relate to 

autumn afforestation, thinning and maintenance of afforestation; 

In four cases, the advance payments were not recorded in the code 31910 – 

Advance for investments, three from these cases in common amount 

€216,492, have been recorded in the economic code 32100 (Land), while the 

payment of €56,640 has been recorded in the economic code 31680 

(software); 

Further on, same was also in goods and services, where two payments were 

not recorded in code 13830 – Advance for goods and services. The payment 

in the amount €65,902 has been recorded in the economic code 13440 

(Various intellectual & advisory services) as well as the other in the amount 

€52,842 recorded in the economic code 13460 (Contractual Services). 

Risk The advance payments from the expenditure codes as well as recording of 

expenditures in inadequate codes increase the risk for incorrect presentation 

of expenditures by economic codes. 

Recommendation 16 The Minister should ensure that the expenditures officer properly classifies 

expenditures according to the accounting plan and expenditures are 

recorded in the respective codes. 
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3.9 Capital and Non-Capital Assets 

The net value of capital assets over €1,000 presented in AFS is €39,169,040, the value of non-capital 

assets under €1,000 is €108,730 and the value of stocks €31,808. Despite the issue to the chapter 2.1 

(Emphasis of Matter), we identified also the issues in following: 

 

Issue  17 – Internal procedures for the management of assets 

Finding  The Ministry still has not issued internal procedures for the management of 

assets as foreseen with Regulation MoF-02/2013. 

According to the article 19, paragraph 4.3 of the regulation MoF-No. 

02/2013 on Management of Assets, it is responsibility of the Committee for 

Inventory of non-Financial Assets to do the comparison of the inventoried 

situation with the situation in the non-financial assets registers. The 

Committee of Inventory had completed the inventory, but had not made the 

comparison of the inventoried situation with the situation in the non-

financial assets registers. 

The Head of ADA had formed a special inventory committee that was 

established according the SG’s decision, as well as data issued from this 

report were not reconciled with the data of MAFRD. 

Furthermore, according to the article 6 paragraph 4.5 to the Accounting 

Register of non-financial assets except the required information by LPFMA 

among others, the barcode number should also be included. During 

testing/physical examination, we have encountered in equipment without 

barcode number in ADA, KAI and KFA. 

Risk Failure to compare the assets register with the real situation and the lack of 

barcode, makes it difficult to identify assets, confirm their existence, as well 

as increases the risk that those  are misused, lost or alienated. 

Recommendation 17 The Minister should push forward the process of drafting internal 

procedures for the management of assets and ensure an effective 

management in accordance with regulations. Further on, it should ensure 

that the established committee by SG for the inventory to extend the action 

in the entire Ministry and to provide a full report in compliance with the 

regulation on management of assets. 
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3.10 Receivables 

Accounts Receivables mainly relate to rents and their totalling presented in 2017 AFS is €1,703,941, 

the most part belong to KFA and relate to liabilities for the reclamation of the land that were given 

in use. 

 

Issue  18 – Temporary change of agricultural land destination 

Finding  According to the article 30 point 30.1 of Law No. 02/L-26 – Agricultural 

land can be given with rent to the physic and legal persons, local or foreign 

that deal with agricultural activity. We have notices that in 16 cases, the 

renters of agricultural lands did not exercise the respective activity. Despite 

this, 12 of them had not paid, the amount of total liabilities was €1,286,290. 

According to the terms of contract the liability payment should be done 

until the date 10 of each next month. 

Risk Giving in use of agricultural land not in accordance with legal requirements 

risks the preservation and protection of the agricultural potential, being 

based in principles of sustainable development. The uncollected debts 

present a poor performance of the Ministry, respectively the KFA and it 

increases the risk to have financial losses because of non-settlement of 

liabilities to the MAFRD. 

Recommendation 18 The Minister should ensure that agricultural lands are given for use only in 

line with the criteria foreseen by law, and should ensure that steps are 

undertaken for collection of old debts. 
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3.11 Outstanding Liabilities 

The statement of liabilities not paid to suppliers at the end of 2017 was €9,324,498 presented in 

AFS. For more, refer the chapter 2.1 (Emphasis of Matter). 

 

Issue  19 – Incomplete reporting and delays in the execution of payments 

Finding  According to the article 37, paragraph 1 of the regulation 01/2013 MoF – 

Spending of public money, - All invoices that the budget organization 

receives should be paid within 30 days. We identified that in four cases had 

exceeding of this deadline from 20 days up to five months. Further on, from 

the invoices paid in 2018 (January-March period) for the 2017 liabilities we 

identified that nine invoices in the total amount €10,829 were not presented 

in AFS as liabilities of 2017. 

Risk Incomplete report of outstanding liabilities and exceeding of legal deadline 

for paying liabilities may result with loss of invoices and consequently the 

MAFRD will not have the appropriate information in time and related with 

the previous liabilities, also the Ministry may be a subject of direct 

executions from MoF and court decisions. 

Recommendation 19 The Minister should ensure that the payments are executed in accordance 

with the determined deadlines under regulation, and that all liabilities are 

fairly presented in the liabilities report. 
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4 Progress in implementing recommendations 

Our Audit Report on the 2016 AFS of MAFRD has resulted in 12 recommendations. The Ministry 

had prepared an Action Plan stating how all given recommendations will be implemented. 

Until the end of our 2017 audit, from 12 given recommendations in 2016, four have been 

implemented, five are in process and three have not been addressed yet. Further on, from 2015 

eight recommendations were carried forward, out of them three have been addressed, two are in 

process of implementation and three remain not addressed. While the 2016 and those of earlier 

years recommendations have not been implemented, the same deficiencies are repeated even in 

2017. For a more thorough description of the recommendations and how they are addressed, see 

Annex II. 

 

Issue  20 – Implementing of recommendations from the previous and earlier year 

Finding  Due to the poor management of the process and the lack of a formal 

monitoring of how the AG’s recommendations have been implemented, 

only a part of the previous year’s recommendations and those previously 

carried forward have been implemented. 

Risk The continued weakness of management and other controls in key financial 

systems such as subsidies and transfers, assets, personnel management, 

goods and services, revenues and others have resulted in: 

 Continuous organizational efficiency and repetition of the same 

deficiencies; 

 Weakness in monitoring of subsidized projects; and 

 Failure to draft the internal procedures for the assets management. 

Recommendation 20 The Minister should ensure that an action plan is implemented which 

clearly sets out the timeframes for implementing the recommendations 

made by the Auditor General with accountable staff identified, with initial 

focus on the areas of greatest significance. 
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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 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 

There is a number of governance weaknesses within MAFRD particularly related to 

accountability, risk management and the quality of management reporting. An effective response 

to audit recommendations and the operation of a high quality internal audit unit are not in place, 

as well the Audit Committee is not operational. 

MAFRD has two agencies, the Kosovo Forestry Agency (KFA) and the Agriculture Development 

Agency (ADA). The Kosovo Forestry Agency prepares financial statements that are consolidated 

in MAFRDF AFS, whereas it still remain challenge the consolidation of ADA with structured staff 

to operate as executive agency, furthermore, 50% of the ADA staff are employed through special 

services agreements and through agreements with Ministry of Labor and Social Welfare and the 

World Bank project. 

Controls were poor in the assets management, personnel, subsidies management and execution of 

capital projects. 

MAFRD drafted 2014-2020 Strategic Development Plan and based on this strategy, the Ministry 

for each year drafts the Rural Development Program (RDP) and the Program for direct payments 

as well as it drafts Administrative Instructions for the implementation of these programs. 

Regarding the self-assessment report, the MAFRD has timely submitted to the Ministry of Finance. 
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5.1 Internal Audit System 

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

auditors. IAU has it approved the audit annual plan, this plan was based on the strategic plan. For 

2017 it had planned to carry out ten audits and most of them were high risk areas. Until the end of 

the year were carried out all planned audits. 

 

Issue  21 – Weakness in the functioning of IAU 

Finding  A number of weaknesses exist related to current IAU operations, such as: 

 The Audit Committee was not functional during 2017, as required 

with the administrative instruction 11/2010 on Establishing and 

functioning of the Audit Committee; and 

 The Internal Audit recommendations have been implemented 

around 54% by the Management, or only 42 recommendations have 

been implemented from 77 that were given, 30 are in process and 

five are unimplemented. Almost the situation is the same as in 2016 

regarding the implementation of recommendations given by IA. 

Risk The non-functioning of the Audit Committee result with lack of monitoring 

by IAU to provide the Management support in decision-making and ensure 

that the audit recommendations have been taken on board and 

implemented.  

Recommendation 21 The Minister should ensure that Audit Committee is functioning, which 

should review the Internal Audit outputs,  and actions taken by 

Management in relation with the Internal Audit recommendations.  

5.2 Management Reporting, Accountability and Risk Management 

The Management has applied a range of internal controls to ensure that financial systems operate 

as intended. It is important that those include proper reporting to Management to enable an 

effective and timely response to the identified operational problems. 

The Management holds regular meetings, on weekly basis, with all departments and its units, 

reporting and discussing for all its activities. Further on, the MAFRD is responsible for all financial 

and management activities of its subordinate agencies. Chief Executive Officers of Agencies report 

to the Minister, while the Secretary General is responsible for the consolidation of financial 

statements. For consolidation purposes of information and financial reports, agencies send reports 

to the finance department of MAFRD. The Kosovo Forestry Agency drafts financial statements 

that are consolidated with those of the Ministry, while ADA still has not completed the structure 

to operate as an executive agency. 

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

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

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

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

sufficient appropriate audit evidence, may be materially misstated; and 

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

matter on the financial statements. 

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

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

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

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

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

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

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

both material and pervasive to the financial statements. 

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

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

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

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

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

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

that management remove the limitation. 

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

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

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

responsibility. It also includes illustrative examples of reports. 

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

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

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

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

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

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

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

 be included immediately after the opinion; 

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

 include a clear reference to the matter being 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: Progress in implementing recommendations of previous year and earlier years 

Audit Component Recommendations carried forward from 2015 Implemented 
during 2017 

Under implementation 
during 2017 

Not implemented 

2.3 Previous 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. 

 MAFRD has shown 
commitment in the 
implementation of 
recommendations, but it 
remains challenge their 
full implementation. 

 

3 Financial 
Management and 
Control 

The Minister should ensure classification of transactions 
according to the economic codes set out by Treasury and 
strengthen financial control to avoid errors related to 
registration of expenditures and their reporting. 

  The 
Recommendation 
has not been 
implemented. 

3.5.1 Wages and 
Salaries 

The Minister should consider continuing its attempts with MoF 
when conducting budget planning, and present reasons for the 
needs of the staff according to departments when budget 
approval is done, and ensure that budget requests related to the 
number of employees are in accordance with regulation on 
systematization of work positions. 

  The 
Recommendation 
has not been 
implemented. 

3.5.2 Subsidies 
and Transfers 

The Minister and Chief Executive Officer should ensure the 
increase of monitoring activities of grants, monitoring reflects 
the risk assessed and they should be carried out regularly and 
on timely basis. On the other hand, it should consider sufficient 
human resource capacities to achieve the objectives set. 

  The 
Recommendation 
has not been 
implemented. 
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3.6 Revenues The Minister should ensure that an appropriate recording 
system is put in place, which supports collection and 
management of revenues. An assessment should be based on 
the known complexity of existing operations to determine 
whether this should be done through software. 

  The 
Recommendation 
has not been 
implemented. 

Audit Component Recommendations given in 2016 Implemented In process of 
implementation 

Not implemented 

1 Annual 
Financial 
Statements 

The Minister should ensure that an analysis is undertaken to 
determine the causes of emphasis of matter. Actions should be 
taken to address the underlying causes in a systematic and 
pragmatic manner to ensure adequate classification of 
expenses, accurate evaluation of assets, and their correct 
reporting in the AFS for 2017. In addition, other requirements 
should be met fully. 

 Measures have been 
taken to improve the 
classification of 
expenditures, but no 
proper improvements 
have been made in the 
recording and reporting 
of assets. 

 

2.1 Governance 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. 

 MAFRD has shown 
commitment for 
implementing the 
recommendations, but it 
remains challenge their 
full implementation. 

 

2.2 Self-
Assessment 
Checklist of FMC 
components 

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

Yes    
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2.3 Specific 
Governance 
Reviews 

The Minister should review the existing structure of ADA and 
determine the obstacles that hinder its consolidation and 
complete performance of duties. The Minister, in cooperation 
with the Minister of Finance should take necessary actions to 
ensure that supplementing with staff and decentralization of 
payments execution function will be implemented during 2017. 

 Partly, as it is in the 
process of filling the 
ADA staff, but 
decentralization of the 
payment execution 
function has not yet been 
achieved. 

 

2.4 Internal Audit 
System 

To achieve maximum benefit from the internal audit activity, 
the Minister should ensure an effective Audit Committee that 
critically reviews internal audit plans and results. Furthermore, 
should also review actions taken by the management in relation 
to implementation of audit recommendations. 

  The 
recommendation 
has not been 
implemented. 

3.2 Revenues The Minister should analyse the causes behind identified 
incompatibilities and confirm the design of internal controls to 
ensure that challenges faced are being addressed by the KFA, 
by adhering to legislative requirements. Restricting access to all 
relevant information/documents to financial officers should be 
treated with high priority to ensure a required flow of 
information as a prerequisite for effective governance. 

Yes    

3.3 Wages and 
Salaries 

The Minister should review the causes behind weaknesses in 
personnel management. Effective actions should be taken to 
address internal organizing and recruitment process for vacant 
and acting positions, by ensuring compliance with the 
regulation on job systematization. 

  Has not been 
addressed. 

3.4 Goods and 
Services and 
Utilities 

The Minister should review controls related to management of 
contracts and, as needed, to strengthen them to ensure that 
projects are implemented in line with the purpose and with 
effective oversight by the MAFRD. Payments for advisory 
services should be done only if terms of the contract have been 
met and documentation should be complete and qualitative. 

Yes    
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3.5 Subsidies and 
Transfers 

The Minister should analyze why IACS is not used and ensure 
that it will start being used within a reasonable timeframe. 
Controls related to preparation of the PDP and processing of 
applications should be reviewed to ensure that all processes are 
completed within legal deadlines law and relevant regulations. 
All programs should be implemented at an adequate time to 
ensure effective achievement of objectives for development of 
agriculture. 

 In the process of 
implementation as the 
integrated IACS 
administration and 
control system is very 
costly and can not be 
realized within a year. 

 

 The Minister, in cooperation with the Head of ADA should 
ensure that the responsibilities related to monitoring of projects 
are clear, and address challenges identified in this process. 
Effective mechanisms should be established to ensure that 
grants are used by farmers in accordance with the contract and 
project purpose. 

 Partly because the 
monitoring report 
remains draft and the 
files for  Ex post controls 
are incompleted. 

 

 The Minister should conduct a review of controls related to the 
management of other subsidies and ensure that all procedures 
for selection and payment are in full compliance with 
requirements of laws and applicable regulations. 

Yes    

 The Minister should initiate writing of internal assets 
management procedures to ensure an effective management in 
full compliance with rules. Internal procedures should clearly 
define roles and responsibilities of staff related to assets 
management in a systematic manner. 

  Has not been 
addressed. 
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Annex III: Letter of confirmation 

 

 


