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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 Kosovo Security 

Force, 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-Kutllovci 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  
 

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 Kosovo Security Force, 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 01/11/ 2017.   

Our audit focus has been on:  

 

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

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

Ministry of Kosovo Security Force.   

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

during the audit process. 

Opinion of the Auditor General 

Unmodified Opinion  

The Annual Financial Statements for 2017 present a true and fair view in all material aspects.  

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 commited 

to implement the recommendations given. 

 

The AFS production process was 
managed in line with applicable 

legislation. 
We have no recommendations in this area.

Further improvements are needed 
in the management of procurement 

and personnel procedures. 

The Minister should carry out a review of 
the process where issues that need 

improvement have been raised (see issues 
1, 2 and 3).

The process of implementation of 
prior year’s recommendations 

requires continuous improvement 
in order to address all 

recommendations given. 

The Minister should apply a rigorous 
process to ensure that prior audit year 

recommendations are proactively 
addressed with key issues/progress 
reported to senior management on a 

monthly basis. (see issue 4)

Governance arrangements related 
to risk management  need to 

improve , as the list of risks is not 
monitored quarterly, but only 

annually.

The Minister should ensure that the list of 
risks is continuously monitored by the 

budget organization in order to reduce the 
impact of risks at acceptable levels, and to 
take appropriate measures/actions to put 

under control the exposed threats. 
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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 Kosovo Security 

Force. We have analysed the MKSF’s business to the extent to which management controls can be 

relied upon when determining the overall testing required to provide the necessary level of 

evidence to support the AG’s opinion. 

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

observations and recommendations in each area of review.    

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 

We have audited the AFS of the Ministry of Ministry of Kosovo Security Force for the year ended 

on 31st of December 2017 which comprise of the Statement of Cash Receipts and Payments, Budget 

Execution Statement, Disclosure 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 (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.    
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Responsibility of Management and Persons Charged with Governance for AFS  

The Secretary General of the Ministry of Ministry of Kosovo Security Force is responsible for the 

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

Sector Accounting Standards – Financial Reporting under the Modified Cash based Accounting 

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

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

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

(as amended and supplemented).  

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

Auditor General’s Responsibility for the audit of the AFS 

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

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

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

financial statements are free from material misstatements. 

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

in accordance with ISSAIs will 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 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 the Management, as well as evaluating the 

presentation of the financial statements.  



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

 

 
9 

2.2 Compliance with AFS  and other reporting requirements  

MKSF 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;  

 Requirements of Financial Management and Control (FMC) procedures; 

 Procurement plan; 

 Quarterly financial reports; and 

 Operational reports (Performance).   

In the context of the AFS we have no issues to raise.   

Therefore, 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 accurate and 

correct. 

In the context of other external reporting requirements, we have no issues to raise.  

Recommendations 

We have no recommendations in this area.    
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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 

MKSF in general has established good controls in terms of its statutory obligations. Financial 

management and control have proven a good review process and assurance in implementation of 

legislation and of other control processes. 

Governance arrangements related to management reporting and accountability and risk 

management reflect a positive situation. MKSF has implemented most of Auditor General’s 

recommendations and has produced a risk management report wherein were identified all 

significant risks that could have an impact on achievement of organization’s objectives.  

We need to emphasizes that the Internal Audit Unit (IAU) has continuously put in a qualitative 

work, through which were done evaluations regarding operated controls in the organization. 

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   51,035,617 35,935,078 34,621,895 43,872,641 39,658,494 

Government Grant -Budget  51,035,617 35,934,864 34,621,681 43,862,855 39,658,494 

Domestic Donations 0 0 0 9,786 0 

External Donations  0 214 214 0 0 

The final budget compared to the initial budget was reduced by €15,100,539. This reduction 

resulted due to budget cuts done with the budget review and based on Government decisions. 

                                                      
1 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
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In 2017, the Ministry had spent 96% of the final budget. If we compare it with last year, we have a 

decrease of budget execution by 3% (99% in 2016).  

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 

51,035,617 35,935,078 34,621,895 43,872,641 39,658,494 

Wages and Salaries 20,740,387 20,902,491 20,886,612 21,071,464 19,791,897 

Goods and Services  10,765,230 9,992,410 8,941,674 8,190,467 8,333,078 

Utilities 950,000 950,000 814,849 802,211 812,100 

Capital Investments  18,580,000 4,090,177 3,978,760 13,808,498 10,721,419 

Explanations for changes in budget categories are given below:   

 In the category of Wages and Salaries the final budget was increased by €162,104. The need 

for additional budget in the category of salaries resulted due to recruitment of 63 soldiers 

from minority communities in 2017, to cover salaries for 14 cadets who have graduated in 

military academies and have been promoted to the first officer rank and for activation of 

the reserve component of the KSF consisting of 367 members. The budget was almost 

entirely spent;  

 The final budget for goods and services was reduced by €772,825 as a result of savings 

based on Government’s decision; 

 The final budget for utilities had not changed from the initial budget, while execution was 

at 86%; and 

 In the category of Capital Investments the final budget was decreased by €14,489,823 

compared to the initial budget. The reasons for reduction of the budget are numerous 

(some of which were out of hands of the MKSF), as a result many projects were not 

implemented due to lack of approval of specific procurements by the Government, and 

because some projects to The Public Procurement Agency (PPA) for implementation of 

centralized procurement, reduction of allocations by the Government etc. Due to this, 

considerable amounts were declared as budget savings. Accordingly, with the budget 

review was declared as savings the amount of €5,508,645, a part of the budget from these 

projects was reduced by the allocation under the Government Decision No. 08/151 dated 

02.08.2017. In addition, with the budget review and under the same decision of the 

Government, was taken out of the allocation of capital projects the amount of €7,302,415. 

Under the Government Decision no.10/19 dated 15.12.2017, was taken the budget in the 

amount of €48,602, and under the Government Decision no. 02/22 dated 27.12.2017, was 

taken the unspent budget in the amount of €1,630,161 (out of this part, committed funds 

were in the amount of €262,425, and purchase orders issued in the amount of €1,367,736).    
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Issue  1 - Budget Execution 

Finding  Execution of the budget for capital investments was a challenge faced by the 

MKSF during 2017. The final budget for capital investments was executed at 

around 97%. However, if we analyse budget movements in this category 

between the initial and the final budget, we see that this category was 

reduced by €14,489,823. Even though some of the factors that have 

contributed were out of hands of the MKSF management, which matter 

leaves room for further improvement. 

In addition, the dynamics of budget spending was not in complete 

accordance with the cash flow plan, as about 50% of the capital investment 

budget was spent in the last quarter.  

Risk Significant reduction of funds, and failure to implement capital projects 

weaken the overall financial performance of the Ministry. Furthermore, 

spending the budget at the end of the year increases the work volume, at the 

same time increases the possibility of certain payments to slip through 

adequate controls, which can result in omissions or errors. 

Recommendation 1 The Minister should ensure that budget performance is systematically 

monitored on monthly basis and that this review identifies and addresses 

obstacles that hinder budget execution for capital projects at the level 

planned.  

3.2 Wages and Salaries 

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

Furthermore, there are a number of controls that operate within the MKSF which relate to 

recruitment, determination of salary levels, promotion and approval of wages, etc. Therefore, it is 

important to have effective controls to ensure that these actions are in line with general rules. In 

this category of expenditures during 2017 were spent €20,886,612 or 99% of the final budget. Our 

tests have not identified any issues that need to be raised in the report. 

Recommendations 

We have no recommendations in this area. 
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3.3 Personnel Management 

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

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

in accordance with applicable regulations. From the tests carried out, the following is the case: 

 

Issue  2 – Covering positions with Acting Duty for more than three months 

Finding  According to the Law on Civil Service No. 03-L-149, in cases where a 

vacancy arises in the civil service, an acting duty official may not be 

appointed for a period longer than three (3) months. We have identified two 

cases where department directors were appointed as Acting Duty as of 2014. 

Risk Covering key positions with Acting Duty for long periods of time poses a 

risk as the performance of officials in those positions may not be good. 

Accordingly, this may affect organization’s performance in general. 

Recommendation 2 The Minister should demand from responsible officials to initiate 

recruitment procedures to fill these positions with the regular staff within a 

reasonable time.  

3.4 Goods and Services and Utilities  

The final budget for goods and services and utilities in 2017 was €10,942,410, out of which were 

spent €9,756,523. These expenditures relate to supplies of spare parts for KSF vehicles, food 

supplies, supplies of sports apparel for the needs of KSF, supplies of police service for the KSF 

police, office supplies, utilities expenses etc. Our tests in this area have not revealed any issues that 

need reporting.   

Recommendations 

We have no recommendations in this area.  
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3.5 Capital Investments  

The final budget for capital investments was €4,090,177, out of which in 2017 were spent 

€3,978,560. These expenditures relate to construction and repair of KSF facilities, reconstruction 

and asphalting of roads inside the KSF camp in Pristina, construction of logistics warehouses in 

the KSF camp in Pristina. Our tests have not identified any material issue, except for some 

procedural shortcomings which have been presented below. 
 

Issue  3 - Delays in evaluation of bids  

Finding  According to the Article 35 of the Operational Guidelines for Public 

Procurement - examination, evaluation and comparison of tenders 

stipulates that evaluation of tenders should be carried out by the 

Contracting Authority (CA) within the shortest period of time possible, and 

not more than 30 days from the opening of bids. However we have found 

that in four2 cases the evaluation process had had delays compared to the 30 

days mentioned above (delays were 19-26 days).   

The reasons for such delays according to the procurement department were 

due to lack of staff in the procurement office, and due to first application of 

the electronic procurement platform, where a numerous of times it has not 

operated or had problems with downloading/uploading of documents. 

Risk Delays in developing evaluation procedures, besides being in disagreement 

with applicable legislation, also increase the risk of capital projects suffering 

delays in implementation, due to which objectives of the organization may 

not be achieved. 

Recommendation 3 The Minister should require from responsible persons to enhance controls 

and the focus over this part of procurement process, in order to meet 

requirements of procurement rules and to avoid potential delays in 

implementation of certain projects. 

3.6 Capital and Non-Capital Assets   

The value of non-financial capital assets with value over €1,000 reported in the AFS was 

€145,785,598, and the value of non-capital assets under €1,000 was €1,531,792, while the value of 

stocks disclosed in the AFS was €2,156,371. Based on the audit plan we have examined samples in 

this category, where substantive and compliance tests were applied. In addition, we have also 

carried out a physical examination of assets in order to verify their existence. Our tests have not 

identified any issues that need reporting.   

                                                      
2 Contract Renovation of the Force Police facility at the KSF barracks in Prishtina, in the amount of €126,940’ ‘,’ 

‘Construction of the guard facility in the barracks of the KSF in Prishtina, Ferizaj, Gjilan, a two year project which is 
divided into two phases 2017 and 2018), in the amount of €468,683 "," Construction of the reaction range in the KSF 
barracks in Ferizaj, in the amount of €126,244, and “Supply with parts reserve for vehicles for KSF needs amounted to 
€261,884. 



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

 

 
15 

Recommendations 

We have no recommendations in this area. 

3.7 Outstanding Liabilities  

The MKSF has disclosed outstanding liabilities in the AFS for 2017 in accordance with the 

Financial Rule no. 02/2013/MoF on reporting of outstanding liabilities by budget organizations. 

The value of liabilities was €196,066, which were carried forward to be paid in 2018. Compared to 

2016, MKSF has shown progress in managing outstanding invoices, by significantly reducing 

liabilities at the end of the year (outstanding at the end of 2016 were €462,578).  

Recommendations  

We have no recommendations in this area. 

4 Progress in implementing recommendations 

Our Audit Report on the 2016 AFS of Ministry of Kosovo Security Force had resulted with four 

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

implemented.  

At the end of our 2017 audit, two recommendations have been implemented; one was in process; 

and one has not been addressed yet. In addition, from 2015 were carried over two 

recommendations which have been implemented during 2017. For a more thorough description of 

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

 

Issue  4 – Implementation of previous year recommendations  

Finding  Despite efforts by the management to implement recommendations, MKSF 

had not yet managed to address all AG’s recommendations from last year. 

As challenges remain addressing of issues that relate to Acting Duty 

officials, and delays in evaluation of tenders. 

Risk Due to incomplete implementation of recommendations, identified 

weaknesses are not improved, and as a result, the same deficiencies are 

repeated. 

Recommendation 4 The Minister should initiate an evaluation of progress made on 

implementation of the action plan, in order to identify obstacles that hinder 

implementation of recommendations, and determine measures needed to 

overcome these obstacles.   
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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 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  

The MKSF has consistently shown readiness to improve financial management and control in 

order to achieve objectives established. Our audit results have revealed that the MKSF has 

established adequate controls on operational and financial activities. 

In addition, MKSF has prepared an annual plan of the organization in accordance with the 

strategic plan to monitor and evaluate progress on achievement of objectives. Furthermore, MKSF 

has also prepared a risks register and the plan for their management. 

We should emphasise that the Internal Audit Unit has consistently demonstrated a high quality of 

work through which has provided consistent evaluations related to functioning of controls in the 

organization. In this respect, the benefit from the internal audit work should be taken into account 

by the management of MKSF in order to improve areas with deficiencies.  

5.1 Internal Audit System 

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

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

other risks to the Ministry 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.  
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The IAU in its annual plan for 2017 had planned eight regular audits. The annual plan was 

prepared based on risk assessment and priorities. This plan was fully implemented, while audits 

have covered areas of high and medium risk. 

Our consideration is that IAU reports are qualitative and the management had provided a clear 

view on the level of efficiency and effectiveness of operated internal controls, and were given 

specific recommendations on further improvement. 

The IAU had reported quarterly, and submitted the annual report to the Central Harmonization 

Unit in the Ministry of Finance, wherein was presented the work and activities carried out during 

2017. 

The Audit Committee (AC) had held four meetings wherein were reviewed IAU findings and 

recommendations. In these meetings, the Committee had recommended that the Minister issues a 

decision under which are established deadlines for each stage of implementation of 

recommendations. 

5.2  Management Reporting, Accountability and Risk Management 

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

function properly. They include proper reporting to management to enable an effective and timely 

response to identified operational problems. 

The management of MKSF has designed good internal control and financial management systems, 

including the organizational structure and accountability lines. We have taken assurance on the 

functioning of internal controls and have relied on their functioning. 

The internal reporting process in MKSF functions according to the accountability and command 

lines foreseen under the law and organizational structure of the MKSF and KSF. Related to this, 

the management holds regular meetings with all departments and units. Topics and conclusions of 

meetings were recorded in minutes of meetings.  

While, risk management is a process that relates to identification, analysis, assessment and 

management actions/measures to control and respond to risks that threaten the organization. 

All budget organizations are expected to apply risk assessment requirements. Guidelines set out in 

the FMC procedures require that the risk register is complete so that it supports effective 

operational and strategic management. 

The MKSF has fulfilled FMC requirements by drafting the matrix of potential risk, wherein is 

included identification, assessment, addressing of risks as well as analysis and final reporting on 

the annual risk management system. Here are defined types, likelihood of occurrence of risks, 

actions that will be taken by respective departments, and the deadlines within which they will be 

monitored.  
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Issue  5 – Monitoring of risk register  

Finding  According to FMC requirements, risks register should be dated and 

reviewed regularly (quarterly reviews are recommended) in order to 

determine whether actions have been taken as planned and whether any 

changes have been done to risks assessments. Reviewed risks register 

should be produced after each review and updated as needed. MKSF has 

conducted an annual monitoring of risks list, but not quarterly as required 

under the procedures of FMC. 

Risk Due to lack of continuous monitoring/review of risks by the management, 

is risked complete achievement of organization’s objectives, which can also 

lead to provision of poor quality services. 

Recommendation 5 The Minister should ensure that the list of risks is continuously monitored 

on quarterly basis in order to reduce the impact to acceptable levels, and to 

take appropriate actions where needed in order to put under controls 

exposed threats.  

 

 

 

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

version shall prevail. 
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Annex I: Explanation of the different types of opinion 

applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework. 

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

disclaimer of opinion. 

Determining the type of modification to the auditor’s opinion 

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

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

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

sufficient appropriate audit evidence, may be materially misstated; and 

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

matter on the financial statements. 

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

audit evidence, the auditor concludes that misstatements, individually or in the aggregate, are 
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material, but not pervasive, to the financial statements; or (2) the auditor was unable to obtain 

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

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

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

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

both material and pervasive to the financial statements. 

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

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

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

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

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

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

that management remove the limitation. 

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

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

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

responsibility. It also includes illustrative examples of reports. 

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

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

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

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

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

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

refer to information presented or disclosed in the financial statements.  

158. An Emphasis of Matter paragraph should: 

 be included immediately after the opinion; 

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

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

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

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

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

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

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

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

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

immediately after the opinion and any Emphasis of Matter paragraph. 
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Annex II: Progress in implementing of prior and Earlier Year Recommendations  

Audit Component Recommendations given in 2016 Implemented  Under implementation  Not implemented 

2.1 Progress in the 
Implementation of 
Prior Year 

Recommendations 

The Minister should implement an effective 
process for monitoring the implementation 
of the General Auditor (GA) 
recommendations, which clearly sets out a 
targeted timetable and accountable staff. 
For the recommendations not implemented 
within deadlines, pro-active actions should 
be undertaken in order to overcome the 
obstacles emerging during implementation. 

 Even though the management 
had made efforts to implement 
recommendations, they have 
not managed yet to address 
them at a satisfactory level. 
Complete recommendation of 
recommendations remains a 
challenge. 

 

3.1.1 Wages and 
Salaries  

The Minister should ensure that all 
personnel files are completed and updated 
in compliance with legislation, in order to 
strengthen internal controls. Moreover, to 
provide clear description of duties and 
responsibilities for all organization 
employees towards increasing their 
performance and of organization in 
general. 

Implemented   

3.1.2 Goods and 
Services and Utilities  

The Minister should improve the level of 
controls in order that assessment and 
execution of projects are conducted within 
the timeframes as stipulated by law.  

  Not implemented 



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

 

22 

3.1.3 Capital 
Investments  

The Minister should increase the controls 
overs planning units in order to make a 
reasonable and realistic calculation as well 
as a more detailed analysis of market prices 
when drafting the capital budget. Based on 
this, planning can be more approximate to 
the execution of contracts. Further, in case 
of exceeding 25%, the approval from the 
Assembly is required.  

Implemented   
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Anexx III: Confirmation letter 

 

 


