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The National Audit Office of the Republic of Kosovo is the highest 

institution of financial control, which for its work is accountable to 

the Assembly of Kosovo.  

Our Mission is through quality audits to strengthen accountability 

in public administration for an effective, efficient and economic use 

of national resources.  

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.  

This audit is carried out in line with internationally recognized 

public sector auditing standards and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Ministry of Public Administration, 

in consultation with the Assistant Auditor General, Mr. Qerkin 

Morina, who supervised the audit. 

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

Balaj–Team Leader, Qëndresa Sogojeva and Lumturije Sopi team members 

under the management of the Head of Audit Department Blerim 

Kabashi.  

 

 

NATIONAL AUDIT OFFICE- Address: Str. Ahmet Krasniqi no 210, Arbëria, Prishtina 10000, Kosovo 
Tel: +383(0) 38 60 60 04/1011 

http://zka-rks.org  
 

http://zka-rks.org/
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Executive Summary  

This report summarises the key issues arising from our audit of the Ministry of Public 

Administration for 2018, which includes the Opinion of the Auditor General on Annual Financial 

Statements. Examination of 2018 financial statements was undertaken in accordance with the 

International Standards of Supreme Audit Institutions (ISSAIs). Our approach included tests and 

procedures that were necessary to arrive at an opinion on the financial statements. The applied audit 

approach is set out in the External Audit Plan dated 23.11. 2018.   

Our audit focus has been on: 

 

The level of work undertaken to carry out the audit was determined depending on the quality of 

internal controls implemented by the Management of the Ministry of Public Administration   

Opinion of the Auditor General 

Qualified Opinion with Emphasis of Matter  

The Annual Financial Statements for 2018 present a true and fair view in all material aspects, except 

for expenditures on salaries in the amount of €99,916 for employees that did not work, and 

expenditures for three rented buildings in the amount of €121,989 that were never used by the staff, 

for which the rent was paid. 

Emphasis of Matter 

We draw your attention to the fact that the amount of €588,300 was budgeted and spent as capital 

investment, which by nature are qualified as goods and services. Furthermore, capital assets in 

amount of €251,221 had not been recorded in accounting register, and stocks are overstated by 

€310,525  

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

Annex I explains different types of Opinions in line with ISSAIs. 

Annual Financial 
Statements

Financial 
Management and 

Control

Implementation of 
recommendations 
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Key Conclusions and Recommendations   

 

 

 

 

 

Management’s Response on 2018 audit 

The Minister has agreed with audit findings and conclusions, and has committed to address all 

given recommendations.  

  

The Qualification of Opinion and the 
Emphasis of Matter are given due to 

several payments made without a clear 
legal basis. They relate to wage 

payments without attending at work 
and payments for rented buildings that 
have not been used, as well as proper 

classification of expenditures.

The Minister should analyse the reasons 
for the 2018 Qualification of Opinion 
and Emphasis of Matter and identify 
actions required to enable a true and 

fair representation of wages, goods and 
assets in 2019.

The AFS production process was poorly 
managed. It contains several financial 

errors, lack of disclosures and 
uncertainties identified during the audit

The Minister should ensure that the 
2018 AFS production process 

incorporates a final review of the 
management in charge, and the AFS 

declaration only signed after all 
necessary actions have been applied 
(see chapter 3.2 Emphasis of Matter). 

The inventorying process did not 
confirm the assertion of asset existence, 

as no comparison between inventory
situation and condition of assets in the 

organization registers was made.

The Minister should review the 
inventorying process and apply all 

requirements arising from asset 
management regulations.

(See chapter 3.3 or issue  5)

Internal audit system should follow the 
actual year activities, while the level of 
implementation of recommendations is 

rather low. The Audit Committee 
should be more demanding both for the 

IAU and the MPA management.

The Minister should analyze the 
reasons for weaknesses within IAU 
and the role of Audit Committee, 

exercise its influence on IAU and CA 
to contributing the improvement of 

processes. 

(See chapter 4.1 or issue C2)
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1 Audit Scope and Methodology 

The Audit involves examination and evaluation of Financial Statements and other financial records, 

as follows: 

 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;  

 Whether the internal controls and internal audit functions are appropriate and efficient; and 

 Whether have been taken appropriate actions for implementation of audit 

recommendations. 

Audit work undertaken is based on risk assessment. We have analysed Ministry’s business, the level 

of reliance on management controls, in order to determine the level of detailed testing required to 

provide the necessary evidence and that support the opinion of the AG. 

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

substantive tests, as well as 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 that may exist, or of all improvements that could be 

made to the systems and procedures operated.  

The following sections provide a detailed summary of our audit findings and recommendations in 

each area of review.  Management’s responses to our findings can be found in Annex II.  
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2 Annual Financial Statements and other External 

Reporting Obligations   

Our audit of the Annual Financial Statements (AFS) considers both compliance with the reporting 

framework and the quality and accuracy of information presented in the AFS, including the 

declaration made by the Chief Administrative Officer and Chief Financial Officer. 

The declaration on presentation of AFS includes a number of assertions relating to the compliance 

with the reporting framework and the quality of information within the AFS.  These assertions 

intend to provide assurance to the Government that all relevant information has been provided to 

ensure that an audit process can be undertaken.   

2.1 Audit Opinion  

Qualified Opinion with Emphasis of Matter  

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

December 2018, which comprise of the Statement of Cash Receipts and Payments, Budget Execution 

Statement and the Explanatory Notes of the Financial Statements.  

In our opinion, except for the effects of the issue described in the Basis for Qualified Opinion 

paragraph, the Annual Financial Statements for the year ended on 31st of December 2018 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 MoF no. 01/2017 on Annual 

Financial Reporting by Budget Organisations.  

Basis for Qualified Opinion 

Salary expenses in the amount of €99,916 for 20 employees who did not attend regular working 

hours and expenditures for three rented buildings in the amount of €121,9891 but were not used, are 

considered to be irregular budget expenditures. Reason behind these payments is that, the 

Government of Kosovo in line with Brussel’s agreement on extinguishing the so-called “civil 

defence” took the obligation to integrate this community into state institutions. 

For the purpose of accommodating 224 employees, MPA since 2016 entered into three binding 

contracts for renting three buildings. Despite the efforts of the Ministry to create working conditions 

for this community, the goal to integrate them has not been achieved due to an attack on the 

                                                      
1 (a) Building in North Mitrovica - the building is ready to accommodate the officials, (b) Building in Zubin Potok - 

building is ready after renovation, but it is not equipped to accommodate the officials in that building, and (c) Building 
in Leposavic - the building is not ready as the renovation have not yet been completed and it is not equipped to 
accommodate the officials. 
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buildings where the work should begin and other frequent threats. Therefore, due to security 

reasons of these employees, and partially due to unfinished renovations of these buildings, the 

Ministry was unable to engage the contracted employees at work. It is not yet clear, how can rent 

be paid for two buildings that are not ready for use, and in which even if working conditions were 

created, the employees could not start the work. 

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. NAO is independent of the 

Ministry in accordance with the ethical requirements that are relevant to our audit of the annual 

financial statements of Budget Organisations and we have fulfilled other ethical responsibilities in 

accordance with these requirements. We believe that the obtained audit evidence is sufficient and 

appropriate to provide a basis for the qualified opinion. 

Emphasis of Matter 

I would also like to draw your attention to the fact that: 

 The Ministry spent €500,000 from the category of capital investment on behalf of services 

“Support for implementation of public administration reform” which is the result of 

improper budgeting and it is a continuation from last year. Furthermore, supply of 

inventories at the University of Mitrovica in amount of €88,300, which should be financed 

from the category of goods. This was a result of improper initial budgeting for the project; 

 Six capital assets of €251,221 were not recorded in 2018 accounting register. This is due to 

lack of attention and issues with the asset software at the year-end; and 

 The stock-spares and office stationery, is overstated by €31,525. This asset apart from being 

recorded in stock, it is also recorded in the accounting register of assets over €1000, as well 

as, in the E-asset register as non-capital asset. This situation occurred as a result of lack of 

knowledge on what is considered stock and in which register this asset should be recorded. 

Responsibility of the Management for AFS 

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

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

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

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

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

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

amended and supplemented).  

The Minister is responsible to ensure oversight of Ministry’s financial reporting process. 
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Auditor General’s Responsibility for the Audit of the AFS  

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

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

plan and perform the audit to obtain reasonable assurance about whether the financial statements 

are free from material misstatements. 

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

accordance with ISSAIs will detect any material misstatement that might exist. Misstatements can 

arise from fraud or error and are considered material if, individually or in the aggregate, they could 

influence the decisions taken on the basis of these AFS. 

An audit involves performing procedures to obtain evidence about the financial records and 

disclosures in the AFS. The procedures selected depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement in the AFS, whether due to fraud or error. In 

making those risk assessments, the auditor considers internal control relevant to the entity’s 

preparation of the financial statements in order to design audit procedures that are appropriate in 

the entity’s circumstances, but not for the purpose of expressing an opinion on the effectiveness of 

the entity’s internal control.  

An audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by Management, as well as evaluating the 

presentation of the financial statements. 
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2.2 Compliance with AFS  and other reporting requirements  

The Ministry 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 on Public Funds Expenditure, rule no. 02/2013 

on Management of Non-Financial assets and rule no. 02/2013 reporting of arrears; 

 Action Plan on implementation of recommendations;  

 Requirements of Financial Management and Control (FMC) procedures; 

 Final procurement plan; and  

 Self-assessment report.  

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

DECLARATION MADE BY THE MANAGEMENT OF THE MINISTRY OF PUBLIC 

ADMINISTRATION 

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 to be incorrect 

given the material errors and other issues identified during the audit.  

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

2.3 Recommendations related to Annual Financial Statements 

Given the issues above the following recommendations are given:  

 The Minister should look into the reasons of these employees not attending 

work, to resolve the issue by engaging them regularly at work, or on the 

contrary, halt irregular payments of their wages. It is also necessary to analyse 

the need of paying rent for the buildings that are not currently ready for use. 

Due to complexity of this problem, the Minister is recommended to address 

the abovementioned issue of payments in the Government as well.  

Recommendation B1  The Minister should ensure increased attention when drafting the budget by 

classifying expenditure in accordance with chart of accounts approved by 

MoF-Treasury and administrative instruction 05/2018 on economic 

classification of expenditures. 
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 The Minister should ensure an adequate and systematic functioning of 

controls related to completeness of asset registers and ensuring that the 

Annual Financial Statements are subject to rigorous review and assessment 

by the Chief Administrative Officer and Chief Financial Officer, before the 

declaration is signed and AFS submitted to the Ministry of Finance. 

3 Financial Management and Control 

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

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

have handled budget management, procurement, human resources as well as assets and liabilities. 

Financial Management and Control Conclusion 

The management, even though partially implemented a number of internal controls to ensure 

systems work properly, we have noticed that the measures applied are weak and ineffective and do 

not provide an effective and timely response to the identified operational problems.  

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 

Budget2 
2018 

Outturn 
2017 

Outturn 
2016 

Outturn 

Sources of Funds   21,967,101 20,901,348 20,818,378 19,597,632 17,177,447 

Government Grant -Budget  21,967,101 20,876,260 20,797,772 19,580,107 16,880,628 

External Donations  - 25,088 20,606 17,525 37,523 

Financing from Borrowing - - - - 259,296 

The final budget in relation to the initial budget has decreased by 5% or €1,065,753, this budget 

change is a result of Government grant in amount of €1,090,841 upon Government decisions and 

increase of external donations of €25,088. 

In 2018, the MPA had spent 99.6% or €20,818,378 of the final budget, and spending performance 

was almost same as in previous year.  

                                                      
2 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
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Table 2. Spending of funds by economic categories - (in €)  

Description 
Initial 

Budget 
Final 

Budget 
2018 

Outturn 
2017 

Outturn 
2016 

Outturn 

Spending of funds by 
economic categories 

21,967,101 20,901,348 20,818,378 19,597,632 17,177,447 

Wages and Salaries 2,162,149 2,154,231 2,154,231 2,063,194 2,037,671 

Goods and Services  5,762,352 6,207,440 6,154,265 6,538,365 5,067,846 

Utilities 2,949,600 2,269,606 2,261,115 2,470,035 2,265,998 

Subsidies and Transfers - - - - 50,000 

Capital Investments  11,093,000 10,270,071 10,248,767 8,526,038 7,755,932 

Explanations for changes in budget categories including reasoning and impact they had are given 

below: 

 Decrease of the final budget compared to initial budget for the category of wages and salaries 

by €7,918 is a result of Government decisions no. 07/80, due to Ministry’s budget surpluses. 

The budget in this category was spent entirely.  

 Increase of the final budget compared to initial budget for goods and services by €445,088, 

is a result of transferring funds from the utilities budget in amount of €420,000 with the 

request of the Ministry, and external donations in amount of €25,088. Budget execution for 

this category is 99%. 

 Decrease of the final budget compared to initial budget for the category of utilities by 

€679,994 or 23% is a result of funds carried forward in amount of €420,000 to the goods and 

services category and budget surpluses upon Government decisions (no. 11/79, no. 07/80 

and no. 12/81), due to Ministry’s budget surpluses, budget execution for this category is 

100%.  

 Decrease of the final budget compared to initial budget for the category of capital 

investments by €822,929 or 7% is a result of budget cuts in amount of €1,130,901 and budget 

increase of €307,972 upon Government decisions (no. 04/74, no. 07/80, no. 07/69, no. 08/76, 

no. 11/79, and no. 12/81). Budget execution for this category is almost 100%.  

 

3.1.1 Revenues  

Ministry does not plan regular budget revenues. The amount of revenues in 2018 was €35,902, as a 

result of sale of used cars at Government level in the amount of €32,985, the sale of assets out of 

service in the amount of €2,340, and revenues of €577 from insurance company. 

We have no recommendations in this area.  
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3.1.2 Wages and Salaries 

In 2018, initial budget was €2,162,149 while, final budget €2,154,231. Execution of final budget is 

100%. Wages and Salaries are paid through a centralized system “Payroll”, there are 277 employees.  

Concerning irregularities of wages and salaries refer to chapter 2.1, the audit opinion respectively 

the basis for the qualified opinion.  

3.1.3 Goods and Services and Utilities  

The final budget of Goods and Services in 2018 was €6,207,440, out of which €6,154,265 or 99% were 

spent. Expenditures for this category relate to: expenditures for official travels, supply of 

engineering/Microsoft licenses, government buildings maintenance, and supply of office 

stationaries.  

The final budget of Utilities in 2018 was €2,269,606, out of which €2,261,115 or 100% of the budget 

was spent. On behalf of utilities the Ministry pays: Electricity for 53 state institutions, water supply 

for 54 institutions, waste collection fees for 35 institutions and heating for 17 institutions.   

 

Issue A 3 – Special Service Agreements for permanent positions, and for longer than six months 

Finding  Under article 12 of the Law on Civil Service no. 03/L-149, budget organisation 

may hire employees with fixed-term employment contracts of less than six 

months called “Special Service Agreements”. The Ministry continued hiring 

with special service contracts not in compliance with legal requirements. 

Number of employees with such contracts reached 28, while 14 of them are 

employed for more than six (6) months. They are engaged in permanent 

employment functions which functions are foreseen for regular employees. 

The need for additional staff and inattentiveness to fill nine (9) budget 

approved vacant posts resulted in continuing the use of these contracts.    

Risk Hiring employees with special services agreements in regular posts, as well 

as without procedure and with lack of transparency, increases the risk of 

filling positions with incompetent staff who do not have appropriate 

education and experience to perform their tasks.  

 The Minister should take action to ensure that hiring staff with special service 

agreements/employment contracts for specific tasks is done only in specific 

cases, when a particular project or task cannot be completed with the current 

staff of the institution, and the process of hiring them should be transparent 

and in compliance with legal requirements.  
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Issue B2 – Additional expenditures from payments with court decisions 

Finding Under provisions of Article 39, paragraph 1 of LPFMA, delayed obligation for 

payment of the budget organization is considered an invoice, which has not been 

paid 30 days after the receipt by the organization. Three (3) payments in amount 

of €11,223 have been executed through court decisions from the category of 

goods and services. Additional expenses were paid for these payments as well 

(costs for court services) of €1,973, due to non-execution of these payments in 

time. 

Risk  Execution of such payments affects the disruption of the budget balance and 

increases the risk that initial projections to be unimplemented. 

Recommendation B2 The Minister should ensure that outstanding liabilities are treated with priority   

when planning the budget, as well as strengthen financial discipline and pay all 

the invoices in timely manner.    

3.1.4 Capital Investments  

The final budget of Capital Investments 2018 was €10,270,072, which were almost entirely spent - 

€10,248,767. Expenditures related to capital investments include, construction of educational 

buildings, administrative facilities and information technology equipment (software and 

hardware). 

Apart from the issues presented in chapter 2.1, the audit opinion, respectively emphasis of matter, 

we identified the following issues: 

 

 A4 – Signing of contracts without sufficient budget 

Finding  According to Law on Budget 2018, no. 06/L-020, article 12, paragraph 6 

specifies that, signing of contracts for multi-annual capital projects is done by 

budget organizations only when such expenditures are foreseen in the Law 

on Budget for the fiscal year 2018 and for the two (2) subsequent years. We 

have identified four (4)3 cases of the Ministry signing contracts with higher 

value than planned budget value for these projects: 

 “Construction of building for Independent Media Commission”, in 2018, 

the Ministry signed contracts in the amount of €1,048,883, while, the 

budgeted amount for three year period was €640,000. 

                                                      
3  According to Law on Budget  No. 06/L-020  table  3.2 capital projects 2018-2020,  1.“Construction of building for Independent Media 

Commission” budgeted amount of the project €640,000,   2. “Construction of vocational school in Komoran“budgeted amount of the 

project €1,600,000, 3. “Construction of school in Fushticë e Epërme – Drenas” budgeted amount of the project €480,000 and 4.” 

Construction of Basic Prosecution in Gjakova” budgeted amount of the project €160,000. 
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  “Construction of vocational school in Komoran”, in 2018, the Ministry 

signed contracts in the amount of €2,845,381, while, the budgeted 

amount for three year period was €1,600,000.  

  “Construction of school in Fushticë e Epërme – Drenas”, in 2018, the 

Ministry signed contracts in the amount of €493,092, while, the 

budgeted amount for three year period was €480,000.  

  “Construction of Basic Prosecution in Gjakova”, in 2018, the Ministry 

signed contracts in the amount of €763,826, while, the budgeted 

amount for three year period was €160,000.  

 This situation occurred, as the management foreseen that these projects could 

not be completed for three years period, and that the funds will be budgeted 

in the coming years.  

Risk Signing of contracts without corresponding budget appropriations, increases 

the risk of non-implementation of contracts and the possibility of Ministry 

facing future court disputes.  

Recommendation A1 The Minister should ensure proper planning of capital projects for all years, 

and sufficient budget for each contract to financing contractual obligations. 

 

 A 5 – Value of advance payment exceeded   

Finding  Based on Law on Budget no. 06/L-020 for 2018, Article 13, clause 4, restricts 

that advance payments shall be limited in December to five per cent 5% of the 

contract value.  

The Ministry, for two projects had paid higher advances than allowed by the 

Law. On 06.12.2018, for the project “Construction of Standards and 

Assessment Centre”, with a contract value €1,965,600, an advance of €161,443 

or 8% of the contract value has been paid, which could be paid up to €98,280. 

On 10.12.2018, for the project “Construction of Preschool Institution – 

Prizren”, with a contract value €727,273, an advance of €72,730 or 10% of the 

contract value has been paid, which could be paid up to €36,364. This is a 

result of inattentiveness shown by officials and management in charge for 

approval of payments on behalf of advances. 
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Risk Making advance payment above the limits determined by the Law on Budget, 

increases the risks as funds may not be used for the intended purpose and 

may cause difficulties in implementing other projects. 

 The Minister should strengthen responsibility and accountability measures 

of the officials in charge for approval of requests for advance payments. 

 

Issue  C1- Inadequate justification of advance payment for capital projects 

Finding  Article 26.2 of the terms of the contract, stipulates that the contractor will use 

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

expenditures specifically for the completion of works. Furthermore, the 

contractor shall present copies of invoices or other documents to the project 

manager. For the projects, “construction of building for Independent Media 

Commission”, an advance payment of €157,483 has been paid on 14.09.2018 

and, “Construction of vocational school in Komoran“, an advance payment 

of €186,000has been paid on 19.09.2018, for which the economic operators did 

not submit invoices or other confirmations to justify the advance. The reason 

for this was incompetence of the officials in charge. 

Risk Paying advances by the MPA without EO sufficient evidences on works, 

purchase of equipment or supplies, may pose a risk that public money will 

not be used for the purpose for which advances have been approved. 

Recommendation C1 The Minister should increase controls over managing the expenditures for 

capital projects and ensure proper justification of advances in accordance 

with contractual requirements
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3.2 Capital and non-capital assets  

The amount of capital assets presented in AFS is €39,523,000, capital assets includes, current  

investments, buildings, fixed intangible assets and IT equipment, the balance of non-capital assets 

is €160,000 and stocks € 739,000. Capital assets are managed through Treasury system while, non-

capital assets and stocks with e-asset system. 
 

Issue B3 - weaknesses in the process of inventorying 

Finding  According to regulation no. 02/2013 on management of non-financial assets, 

article 19 respectively paragraph 4.3, it is responsibility of the inventorying 

commission to compare the situation of inventory with the condition in the 

non- financial asset registers; The inventorying commission did not compare 

the situation of inventory with the condition in asset registers. This situation 

occurred due to not understanding properly the requirements of the 

regulation and lack of internal guideline on inventory.    

Risk Failure to compare the situation of inventory with the condition in non-

financial asset registers, do not confirm real existence of assets and does not 

provide complete and accurate presentation of assets in the financial 

statements.    

Recommendation B3 The Minister should clarify the regulatory requirements, issue internal 

guideline on inventorying of non-financial assets and train the relevant staff 

to implement consistently requirements of the regulation on assets.  

3.3 Outstanding liabilities  and contingent liabilities  

The Ministry, in the financial statements presented the amount of €139,492. Out of these, €78,250 for 

goods and services, €1,842 for utilities and €59,400 (only one invoice) for capital investments. 

The Ministry presented contingent liabilities in the financial statements in the amount of €3,055,000, 

which is an increase of 15% compared to last year, where the level of liabilities was €2,660,000. 
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Issue B4 – Entering into liabilities without funds   

Finding  According to Article 17.2 of regulation 01/2017 on annual financial reporting, 

budget organizations are not allowed to enter into liabilities during the 

current fiscal year in an amount that exceeds the appropriated funds. At the 

end of 2018, liabilities were registered from the category of goods and services 

in the amount of €78,250, while the remaining amount of budget for this 

category was €55,515 and, for capital investments, liabilities were in the 

amount of €59,400, while unspent funds were only €21,305. This indicates that 

the Ministry had entered into liabilities with no funds for €54,182. This 

occurred as a result of ineffective budget arrangements by the Ministry and 

budget cuts upon Government decisions at the year-end. 

Risk Entering into liabilities beyond budget appropriations for the above-

mentioned economic categories indicates that budget planning was not done 

in line with the needs of the Ministry, and as a consequence, the Ministry did 

not have sufficient funds to pay the liabilities. 

Recommendation B4 The Minister should ensure that budget expenditures are in line with budget 

limits and on this basis to plan the budget and enter into contracting 

liabilities.  

 

Issue B5 – High level of contingent liabilities  

Finding Article 46, paragraph b. (IV) of the Law no. 03/L-048 on Public Financial 

Management and Accountability (as amended and supplemented) defines an 

assessment of all contingent liabilities, including their risk assessment. 

Contingent liabilities in the amount of €3,055,000 were presented in the financial 

statements which, and there is an increase of €395,000 or 15% compared to 2017. 

The Minister did not draft a policy or strategy for assessing the risk of these 

liabilities. This situation occurred as a result of inattentiveness of the 

management to take action regarding efficient management of contingent 

liabilities.  

Risk The lack of risk assessment to handling of contingent liabilities increases the 

possibility of transforming them into factual liabilities that would lead to budget 

difficulties at the level of activities and projects for the Ministry. 

Recommendation B5 The Minister should ensure risk assessment for contingent liabilities with a 

purpose of better financial planning, and possible cash outflows during the 

budget year, in order to avoid compromising of daily activities of the Ministry 

by unexpected court rulings. 
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4  Good Governance 

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. 

The Ministry completed self-assessment checklists and list of risks 2018, constructed the level of 

risks by categories, on the other hand, our findings confirm that the actions of the Ministry were not 

sufficient to prevent errors. 

As one of the aspects for good governance, we examined MAP contracts with users of public 

facilities that provide hotelier services, food and beverage services within government facilities. The 

MAP has such contracts at five government locations, but the issue with the contracts has been 

identified in three cases: 

 The ministry has failed to renew contracts on time for food and beverage services within the 

government premises in the building of Office of the Prime Minister, Justice Palace and 

Rilindja building. 

The MPA itself, for official meals and representation expenditures paid to a company that 

operated without a valid contract the amount of €21,866 in 2018. 

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. 
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Overall Governance Conclusion  

As given above, there is a number of governance weaknesses within the Ministry, particularly 

related to operational activities, 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. The Audit Committee is established, but the efforts on 

implementation of IAU recommendations are at low level. 

All Budget Organisations are obliged to prepare and submit organisation level strategic plans. 

Ministry of Public Administration drafted a strategy for the modernization of public administration 

and the strategy for training of civil servants, relevant programs and risk maps are drafted as well, 

but there was a lack of overall strategic plan that covers the year 2018. 

4.1 Internal Audit System 

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

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

other risks to Auditee 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.  

 

 C2 – Weaknesses in functioning of IAU 

Finding  Article 5, of the Law no 03/L-138 on Internal Audit stipulates that, audits 

shall be performed in accordance with this Law, rules, policies, manuals, 

guidelines, Internal Audit Charter, Code of Ethics and professional standards 

developed by the CHUIA and promulgated by the Minister pursuant to 

Article 7.4 of this Law. There are a number of weaknesses regarding IAU 

current operations such as: 

 On three out of seven reports, audit scope was focused in the previous year 

and beginning of 2018. IAU found it reasonable to review several events 

from previous periods.  

 The level of implementation of recommendations is still low, only 35% of the 

recommendations given were addressed. This is due to the lack of 

commitment of the audited units to implement these recommendations. 

 From the audit committee minutes, we could not understand that this 

committee contributed to improving the functioning of the IAU, as it has not 

provided any recommendations for improvement.  
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Risk The audits carried out in previous period does not help improving events and 

system in the actual year, as well as the organization in general. Insufficient 

engagement of the management and audited units to address the 

recommendations given by IAU, and failure of audit committee to give its 

contribution, increases the risk that weaknesses identified will not be 

corrected and, as such, be repeated.  

Recommendation C2 The Minister should ensure that the purpose of audit scope of actual year is 

to, timely eliminate shortcomings in the systems, and not after the events 

occurred, take measures to address the recommendations given by the IAU, 

and hold the Audit Committee responsible for a supervisory role. 

4.2 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, besides regular and specific reports, also needs to record 

minutes, from where conclusions drawn from the discussions and future activities to be undertaken 

can be understood. All this with the purpose that, accountability as a process is the acceptance of 

responsibilities, holding persons accountable 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. 

Recommendation 

We have no recommendations in this area except the ones given in previous chapters.   

5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS of the Ministry Of Public Administration resulted in 18 

recommendations. The Ministry prepared an Action Plan stating how all recommendations will be 

implemented.  

At the end of our 2018 audit, three (3) have been implemented; two (2) were in process; seven (7) 

closed unimplemented, and six (6) have not been addressed yet. For a more thorough description 

of the recommendations and how they are addressed, see the table 4 (or table recommendations).  
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Table 4 Summary of prior year recommendations and of 2018 

No Audit area Recommendations  of 2017  Actions 
taken  

Status 

1 AFS The Minister should ensure that an analysis is 
undertaken to determine the causes that have 
affected Emphasis of Matter, and take 
appropriate actions to ensure a fair and accurate 
presentation of AFS, through full and fair 
registration/classification of expenditures and 
assets.  

No actions 
taken  

 

Recommendat
ion 
unimplemente
d. 

  

2 Budget 
execution  

The Minister should ensure and set clear 
objectives for improving the planning and 
budget execution in future periods and establish 
a systematic monitoring of budget execution and 
project implementation. 

Sufficient 
actions 
have been 
taken  

Recommendat
ion 
implemented. 

3 Wages 
and 
Salaries  

The Minister should take immediate actions to 
ensure good management of the allowances. 
Take actions for a review that identifies all 
current deficit positions and exact financial value 
of these expenditures. Further, to ensure that all 
officials receive allowances according to their 
respective positions, qualifying standards set by 
the Government’s decision. 

No actions 
taken  

 

closed 
unimplemente
d 

4 Goods 
and 
services  

The Minister should ensure good controls in 
contract management by preventing contractual 
deviations, to enable that services to be provided 
in accordance with contracts and ensure value for 
money.  

No actions 
taken  

 

closed 
unimplemente
d 

5 Goods 
and 
services 

The Minister should ensure adequate controls 
and management in the area of procurement. 
Coordination with CPA should be developed in 
order to use adequate procurement procedures 
by promoting fair competition and achieving 
value for money. 

No actions 
taken  

 

closed 
unimplemente
d 

6 Goods 
and 
services 

The Minister should ensure that the preparation 
of the specification for insuring government 
buildings is based on information covering the 
real (market) value of the assets insured, and then 
on the basis of this to develop procurement 
procedures. 

No actions 
taken  

 

closed 
unimplemente
d 

7 Goods 
and 
services 

The Minister should strengthen controls over 
financial discipline in the Ministry. Payment of 
invoices is timely made and complete/accurate 
evidences on the liabilities. The payment of 

No actions 
taken  

 

Recommendat
ion 
unimplemente
d. 
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liabilities to be handled with priority in case of 
budgetary planning. 

8 Goods 
and 
services 

The Minister should strengthen controls over the 
activities of Ministry on the occasion of 
expenditures for official lunches, in order that 
these expenditures are in proper function of 
representation and objectives of the Ministry. 

No actions 
taken  

 

closed 
unimplemente
d 

9 Goods 
and 
services 

The Minister should ensure that legal deadlines 
for closure of advances are being adhered to by 
providing accountability for the money spent as 
well as requesting the return of funds as soon as 
possible. 

No actions 
taken  

 

closed 
unimplemente
d 

10 Capital 
investmen
t  

The Minister should ensure adequate/rigorous 
supervising and controls on contracts for capital 
projects and over supervisory bodies of works. 
Based on the case identified by the audit, the 
management should establish mechanisms for 
more advances control over contracts and 
payments for capital projects. 

No actions 
taken  

 

closed 
unimplemente
d 

11 Capital 
investmen
t 

The Minister should increase controls on 
expenditures management for capital projects 
and ensure that advances will happen with 
reasonable justification, according to legal and 
contractual requirements. 

Partial 
actions 
have been 
taken. 

Partially 
implemented 
recommendati
on.  

12 Common 
issues  

The Minister should ensure that responsible 
budget officials prepare project planning on the 
basis of availability of funds. Further on, to 
ensure that they will not commence with any 
project without sufficient funds. 

No action 
taken. 

Recommendat
ion 
unimplemente
d. 

13 Capital 
assets  

The Minister should ensure that appropriate 
controls are in place, enabling assets 
management to be conducted in line with legal 
requirements and accurate presentation in the 
AFS. 

No action 
taken. 

Recommendat
ion 
unimplemente
d. 

14 Liabilities The Minister should ensure that budget 
expenditures are in line with budget limits and 
on this basis to be done the budget planning and 
cash flow plan, not exceeding the budget 
available. 

No action 
taken. 

Recommendat
ion 
unimplemente
d. 

15 Liabilities The Minister should ensure that contingent 
liabilities are handled carefully for a purpose of 
better financial planning, to analyse causes of 
their occurrence in order to prevent this 
phenomenon. In coordination with State 
Advocacy to provide information/evidences to 

No action 
taken. 

Recommendat
ion 
unimplemente
d. 
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ensure adequate representation of these 
cases/subjects. 

16 Prior Year 
Recomme
ndation 

The Minister should ensure that a reviewed 
action plan is drafted where responsible persons 
are appointed, activities and timetables for 
implementation. The process should be 
monitored periodically by management. 

No actions 
taken  

 

closed 
unimplemente
d 

17 IAU The Minister should ensure proper functioning of 
internal controls in the Ministry. In this aspect, 
full functioning of AC and quality work/audits 
of IAU should be secured. Further on, 
Management should ensure full implementation 
of recommendations given by IAU. 

Partial 
actions 
have been 
taken. 

Partially 
implemented 
recommendati
on.  

18 Managem
ent control  

The Minister should ensure quality in financial 
and operative reporting of the Ministry. To 
ensure effective management and controls in the 
execution of projects/contracts for other 
organizations. Further on, a planned and 
formalized approach for processes/programs 
within the KIPA. In the integrity plan to be 
included/defines rigorous actions against 
possible cases of fraud or corruption. 

Sufficient 
actions 
have been 
taken  

Recommendat
ion 
implemented. 

No Audit area Recommendations of 2018 

1 AFS Recommendation A1 The Minister should look at the reasons of these 

employees not attending the work, to resolve the issue by engaging them 

regularly at work, or on the contrary, halt irregular payments of their wages. It 

is also necessary to analyse the need of paying rent for the buildings that are not 

currently ready for use. Due to complexity of this problem, the Minister is 

recommended to address the abovementioned issue of payments in the 

Government as well. 

2 AFS Recommendation B1 The Minister should ensure increased attention when 

drafting the budget by classifying expenditure in accordance with chart of 

accounts approved by MoF-Treasury and administrative instruction 05/2018 on 

economic classification of expenditures. 

3 AFS Recommendation B2 The Minister should ensure an adequate and systematic 

functioning of controls related to completeness of asset registers and ensuring 

that the Annual Financial Statements are subject to rigorous review and 

assessment by the Chief Administrative Officer and Chief Financial Officer, 

before the declaration is signed and AFS submitted to the Ministry of Finance. 

4 Goods 

and 

services  

Recommendation A2 The Minister should take action to ensure that hiring 

staff with special service agreements/employment contracts for specific tasks is 

done only in specific cases, when a particular project or task cannot be 
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completed with the current staff of the institution, and the process of hiring 

them should be transparent and in compliance with legal requirements. 

5 Goods 
and 
services  

Recommendation B3 The Minister should ensure that outstanding liabilities 
are treated with priority when planning the budget, as well as strengthen 
financial discipline and pay all the invoices in timely manner.    

6 Capital 
investmen
ts  

Recommendation A3 The Minister should ensure proper planning of capital 
projects for all years, and sufficient budget for each contract to financing 
contractual obligations. 

7 Capital 
investmen
ts 

Recommendation C1 The Minister should increase controls over managing 
the expenditures for capital projects and ensure proper justification of advances 
in accordance with contractual requirements.   

8 Capital 
investmen
ts 

Recommendation A4 The Minister should strengthen responsibility and 
accountability measures of the officials in charge for approval of requests for 
advance payments. 

9 Assets  Recommendation A5 The Minister should clarify the regulatory 
requirements, issue internal guideline on inventorying of non-financial assets 
and train the relevant staff to consistently implement requirements of the 
regulation on assets. 

10 Liabilities  Recommendation B4 The Minister should ensure that budget expenditures 
are in line with budget limits and on this basis to plan the budget and enter into 
contracting liabilities. 

11 Contingen
t  

Liabilities 

Recommendation B5 The Minister should ensure risk assessment for 
contingent liabilities with a purpose of better financial planning, and possible 
cash outflows during the budget year, in order to avoid compromising of daily 
activities of the Ministry by unexpected court rulings. 

12 IAU Recommendation C2 The Minister should ensure that the purpose of audit 
scope of actual year is to, timely eliminate shortcomings in the systems, and not 
after the events occurred, take measures to address the recommendations given 
by the IAU, and hold the Audit Committee responsible for a supervisory role. 

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: Confirmation Letter. 

 

 


