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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 

Communities and Return 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 

Mehmet Muqaj (team leader), Natyra Kasumaj and 

Muharrem Qyqalla (team members) under the management 

of the Head of Audit Department Florim Beqiri.  

 

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

http://zka-rks.org  
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Executive Summary  

Introduction  

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

Statements of  the Ministry of Communities and Return, 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 

09.11.2017.   

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 Communities and Return . 

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

cooperation during the audit process. 

Opinion of the Auditor General 

Unmodified Opinion with Emphasis of Matter 

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 value of capital assets disclosed in the AFS was 

overstated. This was due to failure to transfer (deleting from registers) of capital assets invested by 

the Ministry within Municipalities and other beneficiaries who are the owners of these assets. 

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  

 

 

 

 

 

 

The Minister’s Response - 2017 audit 

The Minister has not confirmed within the deadline of 15 calendar days whether he agrees or has 

comments in the draft audit report. 

  

The Emphasis of Matter reflects the 
weaknesses faced by Ministry in 

managment of assets.

The Minister should analyse the reasons for 
Emphasis of Matter  in 2017 and identify 
actions required to allow a fair and true 

presentaion of assets in 2018 (see chapter 
2.1).

Budget Planning and Execution 
were not managed at the optimal 

level.

The Minister should ensure a proper 
assesment  of the projects carried out during 

the budget planning process in order to 
avoid numerous budget adjsutments (see 

issue 3). 

We have observed weaknesses in 
some important parts of financial 

systems, including personnel 
management, goods and services, 

procurmenet, subsidies and capital 
investments.

The Minister should perform a review of 
processes of failed internal controls, and 

should strengthen controls where failures 
have been identified in the process (see  

issues 4-10). 

Response to the prior year 
recommendaions is not addressed 
as required for development and 
improvement of the organisation.

The Minister shoul implement a rigorous 
process to ensure that prior year 

recommendations are actively addressed 
(see issue 11).

Good Govermamce was not 
applied properly during the 

Ministry's activities, and depsite 
not having sufficient 

documentation for its performed 
work, the Internal Audit is not 

supporting developments in this 
area.

The Minister should ensure that Good 
Governance is applied to promote valued 
during the Minsitry's activity.  Further on, 

to ensure that IAU is more effective in 
preventing weaknesses, a phenomena that 
is persistent in the Minsitry (see issue 12).
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1 Audit Scope and Methodology 

Introduction  

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

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

opinions on: 

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

affairs for the audit period; 

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

regulations;  

 The appropriateness of internal controls and internal audit functions; and 

 All matters arising from or relating to the audit. 

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

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

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

AG’s opinion. 

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

observations and recommendations in each area of review.  

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) of the Ministry of Communities and Return 

(MCR) for 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 Communities and Return 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 of 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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Emphasis of Matter 

We draw your attention to the fact that: 

Article 19.3.1 – Capital Assets over €1,000 are incomplete and inaccurate because 6 projects in 

value of €325,196 were recorded in the KFMIS, although they were concluded by the Ministry in 

2017, they were not removed from the MCR Asset registry. These assets had to be transferred to 

the municipalities and other beneficiaries who were the owners of these assets. Finalised and not 

transferred assets are: the Project for construction of the houses in Municipality of Gjakova in 

value of €131,889, the Project for installation of cameras in Municipality of Shterpca in value of 

€59,726: The Project for Saint Nikolla Church in Prishtina in value of €20,637; The Project for 

Construction of Youth Centre in Osojan, Municipality of Istog in value of €16,026 and the Project 

for construction of the Dancing (Ball) Hall in Municipality of Kamenica in value of €3,995. 

Responsibility of Management and Persons Charged with Governance for AFS  

The Secretary General of the MCR  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 oversight of the financial reporting process of the Ministry. 

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.  
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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. 

2.2 Compliance with AFS  and other reporting requirements  

The MCR 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, amended by the Law No.03/L- 221, Law No.04/L-

116, Law No.04/L-194; 

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

 Action Plan on implementation of recommendations;  

 Requirements of Financial Management and Control (FMC) procedures; 

 Quarterly reports including nine-month financial statements; 

 Reports on Outstanding Liabilities; and 

 Procurement planning and report of signed contracts. 

In the context of the AFS, apart from inaccurate presentation of assets that have influenced the 

Emphasis of Matter, there are also the following weaknesses. 

 Under article 18 Contingent Liabilities – no value was presented, although their value was 

€4,057; and 

 Under article 19.3.2 Non-Capital Assets (under €1,000) – were understated. The assets 

presented in the AFS were in value of €32,205 while in e-Asset system they were in value of 

€51,163. Furthermore, 4 payments in value of €9,739 (purchase of mobile phones - €8,000 

and supply with furniture - €1,739) were not recorded in the e-Asset system. 

DECLARATION MADE BY THE MANAGEMENT 

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 is correct apart from disclosed 

issues. 

In the context of other external reporting requirements, we have no issues to raise.  
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2.3 Recommendations related to Annual Financial Statements 

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

causes of the emphasis of matter. Specific actions should be taken 

concerning capital projects that are finalised by MCR. Those projects have to 

be removed from the Ministry’ Asset registry and to be transferred to the 

assigned beneficiaries. Further on, should ensure recording of all non-

capital assets in respective registers. 

Recommendation 2 Further on, the Minister should ensure additional control in order 

Contingent Liabilities are properly disclosed and reported. The Declaration 

made by the Chief Administrative Officer and Chief Financial Officer 

should not be signed unless all necessary checks have been applied to the 

draft AFS 

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 MCR. Specifically, the focus of the audit 

was Budget management, Procurement issues, Human Resources as well as Assets and Liabilities. 

Financial Management and Control Conclusion 

Controls in some areas of expenditures require further improvement to prevent irrational 

spending. The main areas where most improvements are required are in Budget Planning, 

Procurement, Asset Management, proper classification of Expenditures, and more rational 

management of Subsidies. 
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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   7,857,516 4,631,607 4,566,688 7,678,676 7,107,326 

Government Grant -Budget  7,857,516 4,631,607  4,566,688  7,678,676 7,107,326 

The final budget is lower than the initial budget by €3,225,909. This decrease in budget resulted 

from  Government Decision no. 08/151 dated 02.08.2017. 

MCR used 98.6% of the final budget in 2017 or €4,566,688, with an increase of 7.6% compared to 

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 

7,857,516 4,631,607 4,566,688 7,678,676 7,107,326 

Wages and Salaries 755,710 772,801 772,801  752,433 657,233 

Goods and Services  375,652 385,652 344,740 339,439 351,629 

Utilities 26,154  13,154 9,745 17,987 12,643 

Subsidies and Transfers 300,000 300,000 290,000 299,993 268,877 

Capital Investments  6,400,000 3,160,000  3,149,402   6,268,824  5,816,944  

Explanations for changes in budget categories are given below: 

 The final budget compared to the initial budget on Wages and Salaries was increased by 

€17,091. The budget increase was a result of the Government’s decision, due to increase of 

employees number by six, by recommendations arising from Brussels talks; 

 In the category of Goods and Services, the final budget compared to the initial budget was 

increased by €10,000. This increase resulted from budget review, where funds for Utilities 

were transferred to Goods and Services; 

                                                      
1 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 



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

 

 
12 

 Generalised and poor planning of Capital Investments in the category of Capital 

Investments has affected in Government to reduce  Assets by €3,240,000 in this economic 

category. 
 

Issue  3 – Budget Execution  – High Priority  

Finding  MCR did not perform a good planning of Capital Investments. In the Table 

3.2 Capital Investments projects of the Law on Budget three2 Capital 

Projects were planned that were not specified or detailed, but rather had 

one generalised description with financial values. Due to improper planning 

the budget for Capital Investments for MCR was reduced.   

Risk Improper planning of capital projects does not provide a clear view of the 

projects that are expected to be implemented and increase  the risk for non-

achievement of the Ministry’s objectives. 

Recommendation 3 The Minister should ensure that a proper assessment is performed during 

the planning of the Capital Projects, by carefully planning and specifying all 

projects that will be executed during the year. 

3.2 Wages and Salaries 

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

2017 had planned €772,801 for the category of Wages and Salaries and have spent €772,801. 

Recommendations 

We have no recommendations in this area. 

3.3 Personnel Management 

Personnel Management includes all actions that are related to recruitment, covering of positions 

with the Acting, contracts, trainings, leaves , etc. We have tested a number of samples to ensure 

that actions undertaken in this area are in line with the applicable Regulations. 

Our examinations resulted with the following issues: 

                                                      
2 Project RRC –IV,  Project for Return (construction of houses for the Returnees from the Project for Communities) 
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Issue  4 – Positions covered by the Acting 

Finding  Law on Civil Service no. 03-L-149 , foresees that if a position in the Civil 

Services becomes vacant, the Acting in that position shall not be appointed 

for a period exceeding three (3) months. 

We have found that the position of the Secretary General is covered by the 

Acting since 2013, and the position of the Director of the Department for 

Policy Planning and Analysis is still covered by the Acting since 2014. 

Risk Covering of important positions with the Acting for a longer time, increases 

the risk of not meeting the objectives and the performance/accountability 

for these positions may not be at the required  level.  

Recommendation 4 The Minister should ensure that immediate measures are undertaken to get 

a sustainable solution for covering positions that are led by Acting with the 

regular staff, in line with legal requirements. 

3.4 Goods and Services and Utilities  

The final budget of Goods and Services in 2016 was €398,806, out of which €354,485 were spent. 

Those relate to the expenditures for Office Supply, Contracting Services, Utilities, Official Travels, 

Maintenance Services, etc. From our examinations we identified the following issues:  

 

Issue  5 – Weaknesses in development of Procurement Procedures 

Finding  According to Article 28,point 7 of the LPP - A contracting authority shall not 

establish a technical specification that refers to a specific make or source, or 

a particular process, or to trademarks, patents, types or a specific origin or 

production.  

In the file case “ Supply with IT equipment”, in value of €9,805 in the tender 

dossier, respectively in the Notification of the Contract, MCR had specified 

the product by determining the manufacturer Samsung Galaxy tab.S105.  

Risk Establishment of technical specifications that refer to a specific 

manufacturer or trademark, increase the risk of favouring or discriminating 

economic operators.  

Recommendation 5 The Minister should ensure that specific makes or trademarks of a product 

are not set in technical specifications. 
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Issue  6 – Weaknesses in processing of payments 

Finding  According to the Regulation no.01/2013 on Expenditure of Public Money, 

initially the commitment of funds is processed, a purchase order is issued, 

and upon receiving the purchases, the hand over report is drafted and the 

invoice is collected.  In two cases of for payment of Goods and Services we 

found that the commitment of funds and purchase order was made after 

receipt of the invoice. 

Risk Failure to comply with required control procedures when receiving goods 

and execution of payments may result  in receiving goods not in compliance 

with contracted terms and in potential improper payments. 

Recommendation 6 The Minister should initiate an internal review and undertake measures in 

order to prevent reoccurrence of such weaknesses. 

Issue  7 – Use of official vehicles 

Finding  Article 3, paragraph 3.3 of the IA no. 03/2008 On Use of Official Vehicles 

states that – “ in certain cases, certain employees, due to work specifications, 

with the proposal of the Permanent Secretary and the order of the Minister 

may be allowed to use official vehicle off duty hours.  

We have found that 5 MCR officers, with the decisions  of the Minister use 

the official vehicles 24h with no specific official duty.  

Risk The decision to allow use of official vehicles by personnel for private 

purposes may result with the loss in Ministry’s budget. 

Recommendation 7 The Minister should review the decisions that allow use of official vehicles 

for 24h  by the Ministry’s  Staff , and to allow it only in specific cases as 

foreseen by the Instruction. 
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3.5 Subsidies and Transfers  

The final budget of Subsidies and Transfers was €300,000, out of which €290,000 were spent in 

2017. Those relate to the Subsides awarded to the NGOs, assistance to the communities, etc. 

 

Issue  8 – Weakness in monitoring Subsidies 

Finding  From our testing we identified the following issues:  

 On 28.03.2017 MCR had signed  an Agreement with NGO “Future 

without Fear” in value of €9,980, for execution of the project “ 

Gender Equality in Shterpce”. This project is planned to be 

concluded within 5 months upon signing of the agreement. Till our 

audit (April 2018), this project was yet not implemented by the 

NGO. 

 In the Payment with value €17,700 which is related to the Subsidy of 

wood for the needs of the community, we found that the payment 

was made for 395.9 m³ while 388 m³ were received and converted in 

monetary valued we have a financial misstatement by €2933 

(7.9m³*€37.13).     

Risk Failure to execute project within the set deadline increases the risk for the 

project not be implemented at all. Further on, poor control during 

processing of the payments led to higher payments compared to the goods 

received.  

Recommendation 8 The Minister should ensure  that the project is executed according to the 

planned agreements, so that the Subsidy will meet set objectives, and 

strengthen controls over the entire payment process.  

  

                                                      
3 MCR had used framework public ocntract of teh Central Procurment Authority for supply with wood whereas the 

price for  m³ was €37.13.   
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3.6 Capital Investments  

The final budget of Capital Investments was €3,160,000, out of which €3,149,402 were spent in 

2017. Those relate to projects for communities, project for return and integration of communities 

and the project for construction of houses for the returnees. During the audit, we have reviewed 

some procurement procedures for Capital Investments and we identified the following 

weaknesses. 

 

Issue  9 – Tender Security not in compliance with legal requirements 

Finding  According to Article 57 point 3 of the LPP, - If a contracting Authority 

decides to impose tender security deposit, the amount of such security shall 

not be less that 1% and not more than 3% of the estimated valued of the 

public contract or project competition, however , in no case the value should 

be less than €1,000. The project “ Construction and renovation of the houses 

for the returnees” in estimated value of 6,000,000, the requested security 

tender was €4,000, and not at least 1% of the estimated contract, as required. 

Converted in monetary value it should be €60,000. 

Risk Failure to perform tender security according to the legal requirements does 

not allow the Contracting Authority to get assurance if the economic 

operators will support submitted bids. 

Recommendation 9 The Minister  should ensure that responsible staff is following set 

instructions for preparation of the tender dossier and terms of contract in 

line with legal requirements. 
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Issue  10 – Estimated Value and Price Quotation 

Finding  Article 38 of the LPP on framework public contracts states “The contracting 

authority shall specify in the tender dossier the estimated value or price 

quotation of the contract as an indicative price or ceiling and shall allow 

variation from it also stating the percentage of the non-compliance allowed. 

The allowed discrepancy cannot be higher than the plus/minus thirty per 

cent (30%) “. If the purchase orders exceed the total indicative price or the 

total indicative value of the public framework contract (including +/- thirty 

per cent (30%), regardless of the original expiry date of the Public 

Framework Contract , the contract will be automatically terminated. 

MCR in 2017 signed a framework contract for "Supply with Construction 

Material" for a period of 3 years in value of €3,461,554. Although this 

contract is valid for another two years and it did not exceed the total 

indicative value of the contract we have noticed that some positions were 

enormously exceeded:  

 Stage 1.1 for supply with the wood structure – the indicative 

quantity was 10,500 m and the collected and executed quantity was 

71,484 m; 

 Stage 1.17 for supply with the wood structure was contracted the 

quantity of 1,150 wooden structures and the received quantity was 

11,431 wooden structures. 

 Stage 5.37 for supply with bricks were contracted 18,000 bricks, but 

were received 399,481 bricks. 

 Exceeding of indicative quantities results from poor estimated value and 

price quotations. It is worth to point out that by the end of 2017 this contract 

converted in monetary value was executed for €2,802,692.  

Risk The fact that some tender stages were enormously  exceeded during the first 

year increases the risk for non- execution of other planned stages.  

Recommendation 10 The Minister should intensify controls during the planning of the Estimated 

Value and Price Quotation by ensuring that the indicative quantities will be 

set based on realistic needs for supply. Further on, to ensure that the 

contract is implemented as planned. The Minister should ensure constant 

monitoring of such contracts. 

3.7 Capital and Non-Capital Assets   

The value of assets over €1,000 disclosed in AFS of 2017 is €3,273,553, and the value of the asset 

under €1,000 was €32,205. We have presented identified issues related to Asset Management in the 

AFS Section. 
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4 Progress in implementing recommendations 

Our Audit Report on the 2016 AFS of MCR resulted in 16 recommendations. The Management has 

applied the request for drafting of the Action Plan within 30 days upon receipt of the NAO audit 

report for 2016. Although the Action Plan was drafted, MCR did not establish any committee to 

monitor their implementation. Our report on the 2016 AFS of MCR was not discussed by the 

Oversight Committee on Public Finances. 

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

process; and four have not been addressed yet. Also, from the year 2015, five recommendations 

were carried forward (two unimplemented and three others were being implemented). The status 

of these recommendations in 2017 was as follows: two have been implemented, one was partially 

implemented and two have not been implemented.  

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

II. 

 

Issue  11 – Implementing  Prior and Earlier Year Recommendations  

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

of how AG’s recommendations were implemented, only a portion of prior 

year’s recommendations and those previously carried forward have been 

implemented. Although the Action plan was drafted, the MCR have not 

monitored their implementation.  

Risk The continued weakness of management and other controls in financial 

systems such have resulted in poor planning of Capital Projects, positions 

covered by Acting, improper monitoring of Subsidies, and poor Asset 

Management. 

Recommendation 11 The Minister should ensure that the 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. 
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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  

In relation to the Governance within MCR particularly related to accountability, risk management 

and the quality of management reporting, we consider that MCR has performed regular reporting 

during  2017, by preparing the AFSs on time, and despite this have prepared the self-assessment 

checklist on time, and have drafted the list of risks that are faced by the Ministry. MCR is has set 

the strategy for 2014 – 2018, but it has a financial cost to be implemented. 

We have assessed that the MCR has yet not fully implemented recommendations that affect 

governance, and lead to poor value for money. The self-assessment questionnaire although 

drafted, it was not accompanied by sufficient documentation. Internal Audit with its work is not 

contributing enough to management in improving and strengthening internal controls. Further on, 

there are a number of governance weaknesses within the MCR, particularly related to 

procurement. Lack of monitoring the implementation of recommendations and poor quality of 

internal audit system are not at the required level. Although the Audit Committee was established 

and held four meetings, it was not effective enough to promote internal audit reports. 

The MCR accountability chain, including the Secretary General, the Director of the Department for 

Policy Planning and Analysis, are covered by Acting Officers. These positions are covered by 

Acting for a period longer than one year. Further on, the use of official vehicles in five cases is not 

done according to the Instruction on the Use of Official Vehicles 03/2008, because these people are 

using official vehicles f24 hours with the decision of the Minister.  
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5.1 Internal Audit System 

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

auditors.  The Internal Audit Unit (IAU) in 2017 has planned and executed seven audit reports. 

 

Issue  12 – Poor functioning of IAU  

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

 Three audit reports were related to 2016 activities; 

 Insufficient documentation of the findings: In personnel division IA 

has reported that some Ministry officers had used Sick Leave  but 

didn’t bring in the medical certificates while, during the review we 

have observed that medical certificates for those cases exist; in the 

department for monitoring and project management IA has pointed 

out that in the Project for Renovation of St. Nikola Church was 

allowed additional work for 10%, while during the review we 

noticed that no additional work was allowed; 

 Internal audit reviews have not addressed capital investment 

projects in the current year; and  

 The Audit Committee did not prepare a final report for Senior 

Management regarding the IAU's performance. 

Risk Internal audit did not provide adequate assurance on the effectiveness of 

internal controls. Lack of input from IAU increases the risk that the internal 

control system will not be improved.  

Recommendation 12 To gain the maximum benefit out of internal audit activity, the Minister 

should ensure that the IAU Plan is based on risk affected areas, and 

provides continuous support to the on-going operational activities. 
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5.2 Management Reporting, Accountability and Risk Management 

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

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

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

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

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

risks threatening the Organization. 

The Management has designed internal control and financial management systems, including 

organisational structure and accountability lines. Secretary General keeps regular weekly meetings 

with the Directors of the Departments. Minutes are recorded in these meetings, presenting 

different operational activities. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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 emphasised and indicate where the relevant 

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

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

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

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

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

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

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

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

Audit 
Component 

Recommendation  carried forward from 2015 Implemented 
during 2017  

Under implementation during 
2017 

Not 
implemented 

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

 The register has been drafted 
but no measures have been 
identified to respond to the 
occurring risks. 

 

Procurement The Minister should ensure that controls in the process 
of payment execution are strengthened and follow all 
payment steps according to the treasury rules. 

  Not 
implemented. 

 The Minister should ensure that are analysed reasons 
behind incomplete recording of assets, and to ensure 
that this register supplemented with necessary 
information. Assets inventory process should be 
completed before the preparation of AFS. Furthermore, 
all investments made for municipalities and 
community should be transferred (transferred to 
beneficiaries) as non-financial assets. 

  Not 
Implemented 
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Audit 
Component 

Recommendation  given in  2016 Implemented  Under implementation  Not 
implemented 

Annual 
Financial 
Statements 

The Minister should ensure that a comprehensive 
analysis is undertaken to determine the causes for the 
Emphasis of Matter. In this context, actions should be 
taken to address the underlying causes in a systematic 
and pragmatic manner to remove errors in the 
recording non-capital assets and to ensure accurate 
asset registers owned by the Organisation; and 

  Not 
implemented. 

AFS The Minister should ensure that effective processes are 
in place to confirm that information reported for the 
Management and other stakeholders are critically 
reviewed before they are submitted, in order to avoid 
this occurrence. The final plan of procurement 
procedures should include all activities to be developed 
during the new fiscal year. 

Implemented.   

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. 

 Even though the Action Plan 
has been drafted, it was not 
reviewed during the year and 
as such did not set deadlines 
for implementation of the 
recommendations. 

 

Self – 
Assessment 
Checklist 

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 mechanism to confirm the accuracy of 
the questionnaire should be applied and ensure 
supporting documentation. 

 Self- Assessment checklist 
filled in but there was no 
adequate evidence as required 
by the questionnaire. 
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Specific 
Governance 
Review 

The Minister should consider the reasons why controls 
were not effectively applied in the areas mentioned 
above and ensure that weaknesses in the expenditure 
and reporting process are eliminated. 

Implemented.   

Wages and 
Salaries 

The Minister should ensure that the recruitment 
procedures start on time, 

and the duration of the post as Acting Officer is not 
exercised longer than the period specified in the 
Administrative Instruction. 

  Not 
implemented. 

Wages and 
Salaries 

The Minister should strengthen controls in managing 
personnel procedures in order that all employees meet 
the criteria set out in the job descriptions for the 
respective positions. 

Implemented.   

Goods and 
Services 

The Minister should ensure that legal requirements 
regarding the spending 

of public money for categories are being implemented. 
Funds allocated for the internal needs of the 
Organization are used for this purpose only. 

Implemented.   

Goods and 
Services 

The Minister should ensure that the budget for the 
coming years in the 

category of Wages and Salaries includes the salaries of 
all necessary 

employees, including retroactive salaries. Subsequently, 
any compensation in respect of employee allowances 
should be paid only from the category of wages and 
salaries. 

Implemented.   
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Goods and 
Services 

The Minister should provide additional controls in 
managing procedures until the contracts are concluded. 
The winning tender operators, prior to signing the 
contract, must meet all the criteria set out in the tender 
dossier. 

Implemented.   

Subsidies and 
Transfers 

The Minister should take the necessary actions to 
ensure that subsidies are implemented in accordance 
with the internal rules on granting subsidies to NGOs 
being, subject to the terms and conditions set out in the 
agreement. 

 Subsidies are granted by 
meeting the criteria, while in 
one case the report was not 
related to the project for which 
the subsidy was awarded. 

 

Capital 
Investments 

The Minister should ensure that co-financing 
agreements are entered into through a due legal process 
specifying all the criteria that provide sufficient 
assurance for the implementation of the projects. 
Further on, he should strengthen the controls over the 
oversight of the execution process through 

narrative and financial periodic reports supported by 
adequate evidence, proving the expenditures incurred. 

Implemented.   

Common Issues The Minister should review the reasons for failures in 
controls and take measures and actions to strengthen 
them in order that all procurement activities are carried 
out fully in compliance with the LPP requirements. 

Implemented.   
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Common Issues The Minister should review the reasons why the 
shortcomings in the 

payment process continue and ensure the 
implementation of effective controls in this area. He 
should ensure that proper segregation of duties is done, 
that invoices are accepted and recorded in the archive 
office, and then 

distributed to the respective units. 

 During 2017 MCR has 
archived the received invoices, 
while there is no change in 
processing of payments from 
previous years.  

 

Assets The Minister should ensure that the causes for non-
functioning of existing 

controls in this area have been identified and 
appropriate actions are taken to improve their 
management. If necessary, the responsible officers are 
provided with the necessary training on using the asset 
management software. 

  Implemented. 

Assets The Minister should ensure that measures are taken to 
prohibit the use of an official vehicle by a person who is 
not an employee of the Ministry. He should review the 
decisions for staff who are not entitled to use of official 
vehicles for 24h and ensure that reporting on use of 
vehicle is complete. 

Implemented.   

 

 

 


