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1 Audit Opinion   

We have completed the audit of the financial statements of the Ministry of Finance, Labour and 

Transfers for the year ended on 31 December 2021 in accordance with the Law on the National 

Audit Office of the Republic of Kosovo and International Standards of Supreme Audit Institutions 

(ISSAIs). The audit was mainly conducted to enable us to express an opinion on the financial 

statements and conclusion on compliance with authorities1. 

The audit opinion and conclusion are given solely to the Ministry of Finance, Labour and Transfers, 

without including Customs of Kosovo and Tax Administration of Kosovo, for which we have carried 

out individual audits and produced individual reports including the audit opinions. 

Unmodified opinion on annual financial statements  

We have audited the annual financial statements of Ministry of Finance, Labour and Transfers 

(MFLT), which comprise the statement of cash receipts and payments, budget execution report, and 

explanatory notes to financial statements, including a summary of significant accounting policies 

and other reports2, for the year ended as at 31 December 2021. 

In our opinion, the annual financial statements of Ministry of Finance, Labour and Transfers give a 

true and fair view in all material respects, in accordance with International Public Sector Accounting 

Standards under cash-based accounting. 

Basis for Opinion 

We conducted our audit in accordance with International Standards of Supreme Audit Institutions 

(ISSAIs). Our responsibilities under those standards are further described in the Auditor’s 

Responsibilities for the Audit of the Financial Statements section of our report. NAO is independent 

from the auditee in accordance with INTOSAI-P 10, ISSAI 130, NAO Code of Ethics, and other 

requirements relevant to our audit of the budget organisations’ AFS. We believe that the audit 

evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.  

Conclusion on Compliance 

We have also audited if the processes and accompanying transactions are in compliance with the 

established audit criteria arising from the legislation applicable for the auditee as regards making 

use of financial resources. 

In our conclusion, except for the effects of the matters described in the Basis for Compliance 

Conclusion section of our report, transactions carried out in the process of execution of the Ministry 

of Finance, Labour and Transfers’ budget have been, in all material respects, in compliance with the 

established audit criteria arising from the legislation applicable for the auditee related to the use of 

financial resources. 

                                                      
1 Compliance with authorities – compliance with all the public sector laws, rules, regulations, and relevant standards and 

good practices 
2 Other reports are required under Article 8 of Regulation no.01/2017 on Annual Financial Report 
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Basis for Conclusion 

A1    Delays in the payment of invoices amounting to €119,929 up to 110 days after the legal deadline 

and failure to report them in the monthly reports to the Treasury; and 

C1    Unclosed advance payments in KFMIS from previous years amounting to €72,191 (MFLT in 

the amount of €6,889 and former MLSW in the amount of €65,302). 

For more detailed information, see sub-chapter 2.1. Issues with impact on compliance conclusion. 

We conducted our audit in accordance with International Standards of Supreme Audit Institutions 

(ISSAIs). Our responsibilities under those standards are further described in the Auditor’s 

Responsibilities for the Audit of the Financial Statements section of our report. NAO is independent 

from the auditee in accordance with INTOSAI-P 10, ISSAI 130, NAO Code of Ethics, and other 

requirements relevant to our audit of the budget organisations’ AFS. We believe that the audit 

evidence we have obtained is sufficient and appropriate to provide a basis for our conclusion. 

Other issue 

Based on Regulation no. 02/2021 for the Areas of Administrative Responsibility of the Office of the 

Prime Minister and Ministries, the two ministries (Ministry of Finance and Ministry of Labour and 

Social Welfare) have been merged into one ministry, the Ministry of Finance, Labour and Transfers. 

Upon entry into force of the budget review law no. 08/L-016 in August 2021, the two ministries have 

been formally merged into one budget organisation. 

Responsibilities of Management and Those Charged with Governance for the Annual 

Financial Statements 

Secretary General is responsible for the preparation and fair presentation of financial statements in 

accordance with the International Public Sector Accounting Standards – Financial reporting under 

the cash basis of accounting. In addition, Secretary General is responsible for establishing internal 

controls which he determines are necessary to enable the preparation of financial statements that 

are free from material misstatements, whether due to fraud or error. This includes the fulfilment of 

requirements of the Law no.03/L-048 on Public Finance Management and Accountability and 

Regulation no.01/2017 on Annual Financial Reporting of Budget Organisations. 

Minister of Finance, Labour and Transfers is responsible to ensure the oversight of the Ministry of 

Finance, Labour and Transfers’ financial reporting process. 

Management’s Responsibility for Compliance 

The Ministry of Finance, Labour and Transfers’ management is also responsible for the use of the 

Ministry of Finance, Labour and Transfers’ financial resources in compliance with the Law on Public 

Financial Management and Accountability, and all other applicable rules and regulations.3 

                                                      
3 Collectively referred to as compliance with authorities 
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Auditor General’s Responsibility for the audit of AFS  

Our objectives are to obtain reasonable assurance about whether the financial statements as a 

whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 

report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a 

guarantee that an audit conducted in accordance with ISSAIs will always detect a material 

misstatement when it exists. Misstatements can arise from fraud or error and are considered material 

if, individually or in the aggregate, they could reasonably be expected to influence the economic 

decisions of users taken on the basis of these financial statements. 

Our objective is also to express an audit opinion on compliance of respective Ministry of Finance, 

Labour and Transfers’ authorities with the applicable policies, rules and regulations as regards 

making use of financial resources of the auditee. 

As part of an audit in accordance with the Law on NAO and ISSAIs, we exercise professional 

judgment and maintain professional scepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the financial statements, whether 

due to fraud or error, design and perform audit procedures responsive to those risks, and 

obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The 

risk of not detecting a material misstatement resulting from fraud is higher than for one 

resulting from error, as fraud may involve collusion, forgery, intentional omissions, 

misrepresentations, or the override of internal control. 

 Identify and assess the risks of non-compliance with authorities, whether due to fraud or 

error, design and perform audit procedures responsive to those risks, and obtain audit 

evidence that is sufficient and appropriate to provide a basis for our opinion on compliance 

with authorities. The risk of not detecting an incidence of non-compliance with authorities 

resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, 

forgery, intentional omissions, misrepresentations, or the override of internal control. 

 Obtain an understanding of internal control relevant to the audit in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of expressing 

an opinion on the effectiveness of the Ministry of Finance, Labour and Transfers’ internal 

control. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by management. 

 Evaluate the overall presentation, structure and content of the financial statements, including 

the disclosures, and whether the financial statements represent the underlying transactions 

and events in a manner that achieves fair presentation. 

We communicate with management and those charged with governance regarding, among other 

matters, the planned scope and timing of the audit and significant audit findings, including any 

significant deficiencies in internal control that we identify during our audit. 

From the matters communicated with management, we determine those matters that were of most 

significance in the audit of the financial statements of the current period and are therefore the key 

audit matters. The audit report is published on the NAO’s website, except for information classified 

as sensitive or other legal or administrative prohibitions in accordance with applicable legislation. 
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2 Findings and recommendations  

During the audit, we have identified areas of possible improvement, including internal control, that 

are presented for your consideration below in the form of findings and recommendations. 

In the context of financial systems, revenue controls were effective, whilst expenditure controls 

require further improvement in order to prevent irregularities. 

Shortcomings were mainly identified in asset management. There was an understatement of assets 

due to lack of true and complete records. Furthermore, delays in the payment of invoices and 

unclosed advance payments from the previous year remain still a challenge to fully address. Another 

area with significant problems is subsidies/payments of pension and social schemes. Payments to 

beneficiaries of social assistance and for pensions to people already employed, as well as after 

death pensions are still being made. In addition, due to failure to reconcile the legislation on pension 

schemes, payments to beneficiaries of more than one pension are still being made. 

This report has resulted in eight (8) recommendations, of which two (2) new recommendations, one 

(1) partly repeated and five (5) repeated recommendations. We will follow up these 

recommendations during next year’s audit. 

For the status of the previous year’s recommendations and the level of their implementation, 

see Chapter 4. 
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2.1 Issues with impact on compliance conclusion 

Issue A1 – Delay in the payment of invoices and failure to report them monthly to the 

Treasury 

Finding  Based on Law on Public Financial Management, Article 39, the CFO of a 

budget organization shall be responsible for ensuring that every valid invoice 

is paid within thirty (30) calendar days after receiving the invoice. Further, 

Financial Rule no. 02/2013 MF on Reporting of Outstanding Liabilities by 

Budget Organisations, Article 5.2 states that all budget organizations are 

obliged to report to the Ministry of Finance, Treasury Department their 

outstanding liabilities through monthly reports. We found the following: 

 Invoice in the amount of €114,190 for the project “Construction of 

houses for the communities” was accepted and protocolled on 

15.07.2021 in the archive of former MLSW. This invoice was paid on 

06.12.2021, respectively 110 days after the set deadline. Moreover, 

this invoice was not presented in the monthly reports of outstanding 

liabilities for the following months; and 

 Invoice in the amount of €5,739 for the contract “Supply with 

appliances” was accepted on 22.12.2020, whilst it was paid on 

08.04.2021, or 74 days after the statutory deadline. 

After the archiving of the invoice in the archive of former MLSW, the invoice 

was not submitted to the finance office for unknown reasons, thus leading to 

the delay in the first case. Following the merger of the two ministries, this was 

made known to the current Deputy Secretary General by the Economic 

Operator and based on the acceptance documentation, it was concluded that 

relates to a legal obligation and further initiated the payment procedure on 

17.11.2021. Whereas in the second case, the delay occurred due to failure to 

complete the payment documentation. 

Impact Ineffective controls in payment of invoices within the deadline and failure to 

report the unpaid invoices lead to the risk for these payments to be processed 

through enforcement, causing additional expenses to the ministry. 

Recommendation A1 The minister should ensure the establishment of effective controls in the 

receipt of invoices and their processing for payment within the statutory 

deadline. Further, any unpaid liabilities should be reported regularly in the 

monthly reports to the Treasury until the payment is made. 

Auditee’s management response (Agree) 

 

 

 



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

 
8 

1 - Advance payments from previous years not closed in KFMIS 

Finding  According to Administrative Instruction no. 2004/07 for official travel, Article 

8, advance payments for official travel should be closed and unspent amounts 

should be returned to the bank account within 15 days upon return from the 

official trip. 

Unclosed advance payments until the end of 2021 in MFLT were €72,191, of 

which €65,302 were of the former MLSW, whilst €6,889 of former MF. It 

should be noted that in April 2022 MFLT had completely closed advance 

payments of the former MF. Whereas, no concrete actions were taken for the 

unclosed advance payments of the former MLSW. According to the respective 

officials, these advance payments were mainly of the political staff and credit 

card cash withdraw. 

This occurred due to the negligence of the staff receiving these funds to justify 

or return them. 

Impact Failure to close advance payments in KFMIS/accounting registers led to the 

accounts for advance payments remaining active and being carried forward 

from year to year. 

Recommendation C1 The minister should ensure, through the finance manager, that concrete 

actions will be taken in order for a complete closure of the open advance 

payments of former MLSW. 

Auditee’s management response (Agree) 
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2.2 Findings on financial management and compliance issues 

2.2.1 Wages and Salaries 

The final budget for wages and salaries is €21,885,204, out of which €21,880,737 were spent. The 

number of employees by the end of the year was 2,496. 

Issue A2 – Lack of act of appointment 

Finding  Law No. 06/l-114 on Public Officials, Article 32 stipulates that the Employment 

relationship in the Civil Service is a legal relationship between the state and 

civil servant and is a legal relationship under the administrative Law 

established with the act of appointment which is permanent (for unlimited 

duration). 

During 2021, in lack of a valid act of appointment, the Ministry paid the 

employee in the job position “General Director in the Office for Heritage Affairs 

of the TMK” as the act of appointment of the latter had expired on 31.12.2020. 

The employee had a regular work attendance, evidenced by attendance 

reports. 

According to the HR manager, this occurred due to the merger of the MLSW 

to MFLT and lack of information regarding this case, this issue has remained 

unaddressed by the MFLT management. 

Impact Employee remuneration and work attendance in lack of a valid act of 

appointment (contract) contradicts the legal provisions, thus leading to 

irregular payments. 

Recommendation A2 The minister should ensure the resolution of the case for the aforementioned 

position according to legal requirements and ensure that every payment is 

made in compliance with a valid act of appointment (contract). 

Auditee’s management response (Agree) 
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2.2.2 Subsidies and Transfers 

The final budget for Subsidies and Transfers was €633,192,356, of which €619,961,989 were spent. 

This category constitutes 95% of the ministry’s budget and expenses mainly relate to pension and 

social schemes, as well as subsidies allocated for the project “Economic Recovery Package”. We 

carried out substantive comparative analytical procedures for pension and social schemes, whilst 

for the rest of subsidies we carried out substantive and compliance testing. 

In examining pension and social schemes payments, we identified an amount of €2,157,167 not 

paid in compliance with the statutory criteria or a clear legal basis. 

Issue B1 - Beneficiaries of pensions and social assistance of people already employed and 

after death pensions  

Finding  Law no. 04/l-131 on Pension Schemes Funded by the State, Article 10.4.2 

stipulates that “Trepça” early pensions shall be terminated being paid if the 

person is employed or self-employed. Further, based on Law no. 04/L-261 on 

Kosovo Liberation Army War Veterans, Article 16.4 - KLA Veterans who are 

employed in the public or private sector shall not have the right to get the 

pension; Law no. 04/L-096 on Social Assistance Scheme, Article 4.4 

terminates the right for social assistance for employed persons. 

According to the respective Pension Scheme Laws and applicable rules, 

pensions shall be terminated after the death of the beneficiaries. 

a) Employed people benefiting pensions – Following the comparison 

of MFLT data on pension schemes and social assistance with TAK data, we 

found that there are cases of pension or social assistance benefits by 

employed people or people who generate personal income. Financial errors 

for 2021 amounted to €405,313. 

Table 1. Employed people benefiting pensions (in €) 

No   Scheme Type Payment number  
Financial Error 

(€)  

1  Social Assistance                    1,129                  191,548   

2  Trepça Pensions                          83                    10,758   

3  DFDIL Veteran                    1,111                  203,007   

Total                       2,323                  405,313   

Although the ministry carries out data comparison of social assistance 

beneficiaries with the data of taxpayers in TAK on a monthly basis, payments 

for employed beneficiaries have been made due to late employee declaration 

by employers to TAK, retroactively, a process that is outside the control scope 

of the ministry. According to the ministry’s information, 122 households had 

returned the social assistance payments, whilst a judicial procedure for 

payment return has been initiated for four cases.  
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b) After death pensions – Following the comparison of data/records between 

MFLT and the Civil Registration Agency, we found that during 2021 a total of 

3,314 payments for beneficiaries after death pensions totalling to €465,121 

have been executed. 

Table 2. After death pensions (in €) 

Pension Type 

(Pension 

Scheme)  

Payments to 
beneficiaries who 
died before 2021  

Payments to 

beneficiaries who 

died during 2021 

Total payments after 

the death of 

beneficiaries  

Payments 

number  

Amount  

(€)  
Payments 

number 

Amount  

(€) 
Payments 

number 

Amount  

(€) 

Scheme of 

blind people 
16  4,100  

   

31   

     

7,975   

     

47   

  

12,075   

Base 

Pensions 

   

770   

     

88,170   

     

1,336   

     

146,940   

     

2,106   

  

235,110   

Contributions 

Pensions 

   

277   

     

56,746   

     

539   

     

106,503   

     

816   

  

163,249   

Pensions for 

Persons with 

Disabilities 

(PPD)   

   

40   

     

5,055   

     

152   

     

19,505   

     

192   

  

24,560   

Early-

retirement 

Pensions of 

Trepça   

   

4   

     

504   

     

5   

     

630   

     

9   

  

1,134   

TMK 

Pensions 
      

   

3   

     

716   

     

3   

  

716   

DFDIL 

Veteran  

   

53   

     

8,598   

     

58   

     

9,554   

     

111   

  

18,152   

Pensions for 

Paraplegics 

and 

Tetraplegics 

(PPT) 

   

11   

     

4,125   

     

19   

     

6,000   

     

30   

  

10,125   

Total 

   

1,171   

     

167,298   

     

2,143   

     

297,823   

     

3,314   

  

465,121   

Due to the pandemic outbreak in March 2020, pensioneers stopped showing 

up to confirm they were still alive. As a result, CRA did not record the deaths 

of pension beneficiaries in time and the Ministry was not informed of these 

cases, thus leading to payments being made to beneficiaries even after their 

death.     
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Impact Employed people benefiting pensions and deceased people remaining on the 

payment list cause irregular payments, thus damaging the Ministry’s budget. 

Recommendation B1 The Minister should analyse in detail the above-mentioned payment issue and 

examine the possibilities on having them returned by the users to the budget. 

He should also ensure strengthening internal controls through real-time 

communication between the record keepers and the civil registry, make 

systematic comparisons of the beneficiaries’ lists with the information 

received from TAK and the civil registry, as well as establish a more effective 

communication between pension schemes data bases. 

Auditee’s management response (Agree) 

 

Issue B2 – Benefiting from more than one pension from pension schemes 

Finding  Law No. 04/L-131 on Pension Schemes funded by the state regulates basic 

age pensions, age contribution-payer pensions, disability pensions, early 

retirement pensions, family pensions and work disability pensions. Based on 

Article 16 of this law, the persons who are beneficiaries of any pension of 

pension schemes defined with this Law, under no circumstance, can be the 

beneficiaries of any pension from special pension schemes that are managed 

and administrated by the state. 

Based on Law no. 04/L-172 on Amending and Supplementing the Law No. 

04/L-054 on the Status and the Rights of the Martyrs, Invalids, Veterans, 

Members of Kosovo Liberation Army, Civilian Victims and their Families – 

Article 5.1.4 the beneficiaries of family pensions, personal disability pension 

and family disability pension may not be the beneficiaries of any other pension 

from other pension scheme applicable in Kosovo, unless otherwise defined 

by this Law. 

Based on Law No. 04/L-261 on Kosovo Liberation Army War Veterans, Article 

16.2, KLA Veterans may not benefit any pension from other pension schemes 

funded by the state. If the Veteran benefits from any other pension scheme 

funded by the state, he/she shall decide on one of the pensions he/she will 

receive.  

Based on Law No. 04/L-084 on Pensions of Members of the Kosovo Security 

Force, Article 5.3 beneficiaries entitled to a KSF pension shall choose one of 

the following benefits: pension that they are eligible according to this Law or 

other benefits foreseen by other applicable Laws.  

For this purpose, it is worth noted that the Law No.03/L-100 on the Pensions 

for Kosovo Protection Corps Members does not have any legal provision that 

clearly recognizes the right to a KPC pension if the same are entitled to any 

other pension from the pension scheme.  
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Based on the comparison of the Ministry's data for pension and social 

schemes, we have identified that the Ministry had made payments in the 

amount of €1,286,733 to beneficiaries who are entitled to more than one 

pension. The most frequent cases of benefiting from more than one pension 

from the pension scheme are beneficiaries pertaining to the category of KPC 

and KSF, payments which the Ministry had made last year based on the 

decision of the former Prime Minister no.12/82 dated 28.12.2018. By this 

decision, the continuation of double pension payments for KSF and former 

members of KPC was approved until the final law interpretation on pension 

schemes. In comparison with the last three years, a slight increase in the 

amount of these payments can be noted year after year. 

                         Table 3. Beneficiaries of more than one pension from the pension schemes 

No   Scheme Type 
Payment 

number  

Financial Error 

(€)  

1  
Pensions of the Kosovo Security Force KSF 

and Family DFDIL   

   

1,399   

  

352,825   

2  
Pensions of the Kosovo Security Force KSF 

and Veteran DFDIL  

   

-   

  

  - 

3  
Pensions of Kosovo Protection Corps KPC 

and Family DFDIL   

   

4,302   

  

928,032   

4  
Pensions of Kosovo Protection Corps KPC 

and Veteran DFDIL  

   

12   

  

1,428   

5  Base Pensions (BP) and Family DFDIL  
   

19   

  

2,329   

6  Base Pensions (BP) and Veteran DFDIL  
   

11   

  

1,284   

7  
Contributions Pensions (CP) and Family 

DFDIL  

   

1   

  

225   

8  
Contributions Pensions (CK) and Veteran 

DFDIL  

   

2   

  

340   

9  
 Pensions for Persons with Disabilities (PPD) 

and Family DFDIL 

   

-   

  

  - 

10  
Pensions for Persons with Disabilities (PPD) 

and Veteran DFDIL 

   

2   

  

270   

11  Family DFDIL and PIP  
   

-   

  

  - 

12  Trepça and Veteran DFDIL  
   

-   

  

  - 

13  KV and Family DFDIL  
   

-   

  

  - 

Total     

   

5,748   

  

1,286,733   
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This situation occurred due to lack of final law interpretation on pension 

schemes, the pandemic, and the Ministry’s merger. 

Impact Double pension payments to the same people without an interpretation of the 

legal basis by the responsible bodies may damage the Ministry’s budget. 

Recommendation B2 The Minister should initiate the procedures on interpreting and assessing the 

compliance of legal provisions on double pensions. 

Auditee’s management response (Agree) 

 

2.2.3 Capital and Non-capital assets  

The amount of capital assets presented in AFS is €31,824,157, that of non-capital assets is 

€1,382,502, and of stocks is €435,453.  

Issue B3 – Shortcomings in the accounting registers of capital and non-capital assets 

Finding  Regulation MoF – No. 02/2013 on Management of Non- Financial Assets by 

Budget Organizations, Article 6, section 3 defines that capital assets must be 

recorded in KFMIS, while the non- capital assets and stocks in the “e- assets” 

system. Whilst Article 5 of the same regulation stipulates the classification for 

asset recording.  

Based on the regulation on management of non-financial assets, Article 22, 

the assets shall be evaluated with due consideration of depreciation 

accumulated since the time of its purchase and that depreciation is calculated 

on a monthly basis. Further, Article 11.3 of the same regulation defines that 

upon completion of the investment process, non-financial capital assets will 

be classified as non-financial assets in use. Depreciation shall apply from the 

moment of utilizing the asset. 

Following the testing and analyses of the assets register, we found the assets 

of the Ministry were understated in the AFS by €213,195. Detailed information 

is as follows:  

 The ambulance purchased in the amount of €39,500 (project of the 

former MLSW) was not recorded in KFMIS, thus it was not reported in 

the AFS;  

 Capital assets in the amount of €17,985 (belonging to former MLSW) 

were not recorded in the capital assets register in KFMIS, thus they 

were not reported in the AFS;  
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 Non-Capital assets in the amount of €180,290 recorded in the e-

assets (belonging to MLSW) were not reported in the AFS for 2021. 

This occurred because the assets official generated the report from 

the system only for 2021 (not including the whole value of e-assets) 

and has reported the same to finances;  

 Non-capital assets in the amount of €11,134 were not recorded in the 

e-assets. Assets in the amount of €5,650 belonged to former MLSW, 

whilst €5,484 to the Financial Intelligence Unit (FIU) even though they 

were recorded in the e-assets of the storehouse. They were not 

recorded in the e-assets due to technical issues of the system;  

 Non-capital assets of the Central Procurement Agency in the amount 

of €6,239 were not recorded in the e-assets, thus they were not 

reported in the AFS;  

 Depreciation was not applied in purchases in the amount of €100,930 

of the year 2021 recorded in the e-assets. As a result, non-capital 

assets were overstated by €17,723. This was not disclosed in the 

AFS;  

 In three tested samples in the amount of €70,686 (former MLSW 

project) the Ministry had not yet started to apply the depreciation 

despite the fact that these projects had been completed and their 

technical acceptance had been done. These payments were not 

added to the other project expenses to be capitalized, but were 

classified in the property registers as ongoing investments. The 

overstatement of capital assets due to failure to apply the depreciation 

is €9,705; and  

 Eight vehicles with the carrying amount of €4900 (of which, six in the 

amount of €3100, sold by auction through the Ministry of Public 

Administration (MAP) in 2018, and two vehicles worth €1800 donated 

in other institutions), were not written off from the assets register, 

although they were no longer owned by the Ministry. Two houses 

worth €9,625 built for the families in need through cooperation 

agreement with the respective municipalities were still listed in the 

asset registers whilst the ownership should have been transferred to 

the respective municipalities. Due to unupdated registers, the assets 

were overstated by €14,525. 

Shortcomings in asset registers (of former MLSW) and holding of assets as 

ongoing investments are due to poor commitment of the asset officer in 

recording them and reporting them at their whole and true value to the CFO. 
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The e-assets system in FIU and CPA was not operational due to the lack of a 

contract for the maintenance of this system by the Ministry of Internal Affairs. 

In addition, failure to report them in the AFS is due to poor knowledge of the 

respective units’ CFOs that even the value of assets that is not recorded in 

the e-assets should be reported. 

Impact Lack of true and complete asset registers and their improper reporting 

undermines the effective control and management of the assets. Due to these 

shortcomings, there is an understatement of assets, thus leading to unfair 

presentation of assets in the AFS. 

Recommendation B3 The Minister should establish effective controls in managing and reporting of 

assets in the AFS and ensure through respective officials that assets are 

recorded, classified and disclosed in compliance with all required procedures 

with the applicable regulation. In cases when the depreciation is not applied 

from the e-assets system, this should be disclosed in the AFS. 

Auditee’s management response (Agree) 

 

Issue B4 – Failure to carry out the asset stocktaking process of the former MLSW 

Finding  Regulation No. 02/2013 on Management of Non- Financial Assets by Budget 

Organizations, Article 19 defines that the stocktaking report should be 

prepared before drafting the AFSs in order for the stocktaking commission to 

compare the stocktaking balance with the balance of non-financial asset 

registers. In addition, Article 19, section 4.3, the Non-Financial Assets 

Stocktaking Commission should compare the stocktaking balance with the 

balance of non-financial asset registers. 

MFLT had carried out the asset stocktaking and the comparison of the 

stocktaking balance with the asset registers only for the assets of the former 

Ministry of Finance, whilst the asset stocktaking and reconciliation of records 

prior the preparation of the financial statements had not been done for the 

assets of the former MLSW. The CAO had established the commission for 

the stocktaking of these assets in February 2022 and the commission had 

produced the stocktaking report in March of this year. However, the 

reconciliation of this report with the asset registers had not been done. 

Failure to carry out the asset stocktaking process for the former MLSW before 

preparing the financial statements was due to difficult or improper 

coordination between the two ministries as a result of their merger. 
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Impact Failure to carry out the asset stocktaking (for the former MLSW) and failure 

to reconcile the asset registers leads to failure to verify the accuracy, quality 

and physical state of Ministry’s assets. In addition, this increases the risk for 

eventual changes found by the commission not be presented in the asset 

registers presented in the AFS. 

Recommendation B4  The Minister should ensure that before the preparation of the financial 

statements, the whole asset stocktaking within the MFLT and the comparison 

of the stocktaking balance with the balance of the asset registers is carried 

out, in order for a true and complete presentation of assets in the AFS for 

2022. 

Auditee’s management response (Agree) 
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2.2.4 Internal Audit Function 

Three IAU departments currently operate within the MFLT, of which: IAU department within the 

Treasury, Central Administration department, and the IAU for the former MLSW. We have addressed 

the audit reports and recommendations given by the three departments. The IAU in the former 

MLSW had planned 18 audits, which it managed to complete within 2021 and gave a total of 74 

recommendations. Of the given recommendations, 64 were implemented, five (5) were in the 

process and two (2) were not implemented. The IAU within the Treasury had planned four (4) audits 

and conducted five (5), one by management’s request. Out of 15 given recommendations, five (5) 

were implemented and ten (10) were in the process. Whilst, the IAU in the Central Administration 

had conducted six (6) audits out of eight (8) it had planned and gave a total of 34 recommendations. 

Of the recommendations given, four were implemented whilst the others were in the implementation 

process. 

Issue B5 – Audit Committee failure to operate in the former MLSW and failure to review the 

former MLSW reports by the current committee of MFLT 

Finding  Administrative Instruction No. 01/2019 on establishment and functioning of 

audit committee in the public sector, Article 4 defines that any public sector 

entity which has established the internal audit unit in level of main body 

according to the legislation into force, establishes the Audit Committee. 

The audit committee in the former MLSW was not operational in 2021 due to 

its dissolution as a result of the chairman’s resignation and the leaving of one 

of the members. Following the merger of the two ministries, the audit 

committee in MFLT continued to hold committee meetings but the reports of 

the former MLSW were not review in these meetings. 

Failure to address the IAU reports (former MLSW) by the audit committee in 

MFLT was due to the process of merging the two ministries and challenges 

in the process of internal restructuring. 

Impact Audit Committee failure to operate results in lack of monitoring IAU operations 

to provide the management with support in decision-making and also ensure 

that the audit recommendations are accepted and implemented.  

Recommendation B5 The Minister should take measurers and ensure that the audit committee is 

fully operational, supports and reviews all reports of the IAU departments 

within the Ministry. 

Auditee’s management response (Agree) 
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3 Summary on budget planning and execution  

This chapter gives a summarised information on the sources of budget funds, spending of funds and 

collected revenues, by economic categories. This is highlighted in the following tables: 

Table 1. Expenditures by sources of budgetary funds (in €) 

Description Initial Budget  Final Budget4 2021 Outturn 
2020  

Outturn 

2019 

Outturn 

Sources of Funds   206,924,433  685,892,530  655,901,138  608,270,724  31,299,912 

Government Grant -Budget  185,924,433  674,108,928  654,946,981  557,477,679  29,222,562 

Funding through borrowing 0  1,320,449  743,969  28,340,111  0 

Funding through borrowing – 

investment clause 
21,000,000  10,000,000  0  21,410,000  0 

Revenues from PAK  0  0  0  703,451  1,682,082 

External Donations 0  463,152  210,188  339,484  395,268 

The final budget is higher than the initial budget by €478,968,097. This increase is as a result of the 

merger of the programmes of former Ministry of Labour and Social Welfare and Kosovo Agency of 

Statistics within the MFLT, funding through borrowing, external donations, and government grants 

through Government’s decisions on savings, allocations and budget reconciliations. 

In 2021, MFLT spent 96% of the final budget or €655,901,138. Explanations for the current position 

are detailed below. 

Table 2 – Spending of funds by economic categories - (in €)  

Description Initial Budget Final Budget  2021 Outturn 2020 Outturn 
2019 

Outturn 

Spending of funds by 

economic categories 
206,924,433  685,892,530  655,901,138  608,270,724  31,299,912 

Wages and Salaries 33,431,336  21,885,205  21,880,737  21,516,295  16,511,716 

Goods and Services  22,993,179  8,471,125  7,488,151  6,999,095  6,331,096 

Utilities 660,467  500,210  460,137  461,210  287,194 

Subsidies and Transfers 114,020,000  633,192,356  619,961,989  571,812,887  2,055,509 

Capital Investments  32,819,452  21,843,634  6,110,124  7,481,237  6,114,398 

Reserves 3,000,000  1  0  0  0 

                                                      
4 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance 
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Explanations for changes in budget categories are given below: 

 The final budget of Wages and Salaries was spent at 100%. The final budget was decreased 

by €11,546,131 compared to the initial one. It was initially decreased by €8,929,965 following 

the budget review and by €2,616,165 as a result of Government’s decision on budget 

allocation by the Economic Recovery Programme;  

 The final budget of Goods and Services was spent at 88%. The final budget was decreased 

by €14,522,054. Following the budget review, it was decreased by €12,141,836 and by 

€2,380,218 as a result of Government’s decisions on budget allocations and savings;  

 The final budget of Utilities was spent at 92%. The final budget was decreased by €160,257 

compared to the initial one. It was initially increased by €169,485 following the budget review, 

whilst it was then decreased by €329,742 as a result of Government’s decisions on budget 

allocations and savings; 

 The final budget of Subsidies and Transfers was spent at 98%. The final budget was 

increased by €519,172,356 compared to the initial one. It was initially increased by 

€556,425,522 following the budget review, merger of the former MLSW programmes within 

MFLT, Government grant increase, funding through borrowing €1,300,000, and donations 

€17,424, whilst it was then decreased by €37,253,166 as a result of the Government’s 

decision on budget allocation by the Economic Recovery Programme; and   

 The budget of Capital Investments was spent at 28%. The final budget was decreased by 

€10,974,818€. It was initially decreased by €7,934,498 following the budget review and by 

€3,041,320 as a result of Government’s decision for budget savings. 

The low budget outturn is as a result of failure to implement the planned capital projects by the 

former MLSW and former MF. Ministry of Finance was in the process of preparing the feasibility plan 

for the consolidation of IT and the coordination of investments between the IT, MFLT, TAK, Customs, 

Treasury and ASHI, which also includes the investment plan on IT. 

As a result of this process, the management decided to not implement the IT capital projects until 

the feasibility study and intensive plan are implemented. Whilst regarding the former MLSW, out of 

18 budgeted capital projects, five of them have been implemented, five have been terminated due 

to the contractor’s failure to carry out the operations, and for eight of them there was no initiating 

request by the requesting unit. 

Expenditures regarding the pandemic management within the MFLT were €107,853,215. 

€107,729,111 out of the Economic Recovery Package were spent on subsidies and transfers and 

€111,043 on wages and salaries. Whilst €12,090 were spent from the emergency package on 

subsidies and transfers and €971 on goods and services. 



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

 
21 

Chart 1. Expenditures by economic categories for year 2021 
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3.1 Revenues 

MFLT including Customs and TAK in 2021 generated net revenues in the amount of €1,916,601,876. 

Whilst only MFLT with other units generated €1,412,401 (current year revenues €1,127,375 and 

previous year revenues €285,026). They relate to fines against financial institutions and other fines, 

as well as revenues from licensing of individual activities and professional services. 

Issues pertaining to collected revenues by KC and TAK were not subject to this audit. They were 

addressed in individual audit reports.  

Table 3. Revenues (in €) 

 

  

Agency/Department Gross Revenue Returns 
Net revenues 

2021 

Net revenues 

2020 

Net revenues 

2019 

Total of revenues 1,975,513,777 -58,911,901 1,916,601,876 1,487,058,714 1,638,550,252 

Tax Administration of 

Kosovo 
597,681,803 -56,069,995 541,611,808 435,695,779 460,562,066 

Customs of Kosovo 1,376,704,600 -2,841,906 1,373,862,694 1,050,869,892 1,177,799,214 

Central Procurement 

Agency 
0 0 0 1,200 0 

Kosovo Treasury 

Administration 
35,000 0 35,000 67,590 63,000 

Labour Inspectorate 410,502 0 410,502 0 0 

Financial Intelligence Unit 610,000 0 610,000 330,000 47,577 

Central Administration - 

MF 
45,462 0 45,462 94,253 78,396 

General Council of Social 

Services 
4,991 0 4,991 0 0 

Employment Services 21,420 0 21,420 0 0 
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4 Progress in implementing recommendations  

Our audit report on 2020 AFS of MFLT resulted in six (6) recommendations, whilst the audit report 

of former MLSW resulted in eight (8) recommendations. The two former ministries prepared the 

Action Plans stating how all recommendations will be implemented. 

By the end of our 2021 audit, in MFLT four (4) recommendations have been implemented, one (1) 

was in the process, and one (1) is no longer applicable, whilst regarding the recommendations given 

for the former MLSW, two (2) recommendations have been implemented, one (1) is no longer 

applicable, and five (5) of them have not been addressed yet.  

For a more thorough description of the recommendations and how they are addressed, see Table 3 

(or Table of recommendations). 

Chart 2. Progress in implementing prior year’s recommendations  

 

 

*This report is a translation from the original Albanian version. In case of any discrepancy, 

the Albanian version shall prevail. 
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Table 4 Summary of prior year’s recommendations  

No. Audit Area Recommendations of 2020 Actions taken  Status 

1.  Basis for 

Opinion 

The Minister should take actions to 

strengthen the controls for the asset 

register maintenance and initiate a 

comprehensive analysis of vehicles 

in order to ensure that all recorded 

assets physically exist and are under 

the Ministry’s control. 

Evidence was 

provided for the 

vehicle that could not 

be examined. 

Implemented  

2.  Basis for 

Opinion 

The Minister should ensure that in 

order to present a fair view of assets 

information, the assets register is 

updated on a regular basis in 

compliance will all of the procedures 

required by the applicable asset 

regulation. Moreover, should ensure 

the establishment of a professional 

Asset Valuation Commission so that 

all recorded properties show the true 

value in the accounting register. 

No actions have been 

taken to fully address 

this recommendation. 

However, in this report 

this issue is included 

under issue B1. 

No longer 

applicable   

3.  Basis for 

Opinion 

The Minister should ensure that 

controls in the management of assets 

are strengthened, so that there is 

supporting documentation for all 

assets. In addition, in cooperation 

with MPA and MF, they should 

ensure that the register of assets is 

updated and assets that are not 

owned by the Ministry should be 

written off according to the 

requirements of the regulation. 

We did not find such 

cases. 

Implemented 

 

4.  Basis for 

Opinion 

The Minister should ensure effective 

controls in asset recording and their 

reporting in the AFS in order to have a 

true and complete asset register and 

reporting in the AFS. 

The management of 

the former MLSW had 

undertaken actions for 

the recording of 

assets which were not 

recorded in the 

previous year. 

However, similar 

Has not 

been 

addressed. 
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shortcomings were 

found. 

5.  Basis for 

Conclusion 

The Minister should ensure that 

appropriate controls are established 

which provide the asset management 

process to be transparent and in full 

compliance with the asset 

management rule, reconciliating the 

asset balance with the stocktaking 

balance. 

The management 

undertook actions and 

for the part of MFLT 

the stocktaking was 

done in time and the 

reconciliation of 

records with the 

stocktaking report. 

Implemented  

6. Basis for 

Conclusion 

The minister should ensure that the 

asset stocktaking commission 

concludes its work before the 

preparation of financial statements, 

as well as reconcile the data as a 

result of stocktaking with the asset 

balance in the accounting registers. 

Absences, surpluses, damaged 

assets should be presented in the 

report and the same should be 

approved by the management so that 

the changes are also reflected in the 

accounting records. 

The management had 

not taken actions in 

providing effective 

controls in the asset 

area since we have 

identified same 

issues. 

Has not 

been 

addressed. 

7. Annual 

Financial 

Statements 

The Minister should ensure that all 

necessary actions are taken to plan 

expenditures into adequate budget 

appropriations (or to reallocate funds 

according to legal requirements) and 

that the payment and recording of 

expenditures are done strictly 

according to adequate economic 

codes. 

The management 

undertook all 

necessary actions for 

accurate 

classifications of 

expenditures. 

Implemented 

8. Revenues The Minister should ensure that, 

following the end of the month, the 

responsible officials reconcile the 

revenues with Treasury, generated 

by each department within the MF. 

The management 

undertook the needed 

actions and the 

recommendation was 

implemented. 

Implemented 
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9. Goods and 

Services 

and Utilities 

The Minister should continue further 

cooperation with Treasury to 

completely eliminate these open 

advance payments, as well as to 

ensure that the same situations will 

not be repeated in the future. 

The management 

undertook measures 

and in April 2022 all 

opened payment 

advances for the part 

of the former MF have 

been closed, whilst 

they still remain open 

for the part of the 

former MLSW. 

Partly 

implemented 

10. Subsidies 

and 

Transfers 

The Minister should analyse in detail 

the above-mentioned payment issue 

and examine the possibilities on 

having them returned by the users to 

the budget. He should also ensure 

strengthening internal controls 

through real-time communication 

between the record keepers and the 

civil registry, make systematic 

comparisons of the beneficiaries’ lists 

with the information received from 

TAK and the civil registry, as well as 

establish a more effective 

communication between pension 

schemes data bases. 

Despite its efforts, the 

management has not 

been able to eliminate 

the payments of 

subsidies and 

transfers to employed 

beneficiaries and after 

death payments. See 

issue B2. 

Has not 

been 

addressed 

11. Subsidies 

and 

Transfers 

The Minister should immediately 

initiate the procedures for reconciling 

the legislation for pension schemes 

by using the legal mechanisms of the 

respective bodies which are 

responsible to interpret and assess 

the compliance of the legal 

provisions. 

 

The management had 

not taken actions 

regarding the 

implementation of this 

recommendation. 

Double pension 

payments are evident 

in this year too. See 

issue B3. 

Has not 

been 

addressed 

12. Assets The Minister should continue to make 

requests to the company responsible 

for the e-wealth system and at the 

same time closely monitor the 

functioning of this system, in order to 

ensure that non-capital assets and 

No actions have been 

taken. The e-assets 

system was not 

operational in PCA. 

No longer 

applicable 
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stocks are registered and managed 

through this system. 

13. Internal 

Audit 

The Minister should take measures to 

obtain Action Plans from all 

administrative units to which the 

recommendations are addressed, as 

well as to ensure maximum 

dedication to improvement in the 

areas where weaknesses have been 

identified. 

Action plans have 

been prepared and 

the recommendation 

was implemented 

Implemented 

14. Internal 

Audit 

The Minister should ensure the 

establishment of the Audit Committee 

as provided by Law no. 06/L-021 for 

internal control of public finances and 

administrative instruction MF no. 

01/2019 for the establishment and 

operation of the audit committee in 

the public sector entity. 

The management has 

not taken measures to 

establish the audit 

committee even for 

2021. 

Has not 

been 

addressed 
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Annex I: Letter of confirmation 
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Annex II: Explanation regarding different types of opinion 

applied by NAO and other parts of the Auditor’s Report 

Auditor’s Report on the financial statements 5 should contain a clear expression of opinion referring 

to financial statement, based on conclusions drawn from the evidence obtained during the audit. 

Where the audit is conducted to assess also conformance with legislation and other regulations the 

auditors have an additional responsibility to report on compliance with authorities6. Such opinion 

should be separated from the opinion whether financial statements are true and fair, i.e. the opinion 

may be modified with respect to compliance issue(s) but still be unmodified in reference to credibility 

of the financial statements (or vice versa). 

For the purpose of concluding whether an opinion on the financial statements is modified or 

unmodified an auditor should assure himself/herself whether audit results include or not (a) detected 

material or pervasive misstatement(s) or potential one(s) presumed in the event of a limitation of 

scope.  

A misstatement is a difference between the reported amount, classification, presentation, or 

disclosure of a financial statement item and the amount, classification, presentation, or disclosure 

that is required for the item to be in accordance with the applicable financial reporting framework. 

Misstatements can arise from error or fraud. 

(extract from ISSAI 200)  

Forms of opinion t 

Unmodified opinion 

It is formulated when no misstatements or non-compliance were detected or misstatements and/or 

non-compliance were detected, a single one or aggregate, that do(es) not equal or exceed the level 

of materiality for the financial statements as a whole or (a) misstatement(s) and/or non-compliance 

detected within a certain class of transactions do(es) not equal or exceed the level of lower 

materiality established for this class of transactions. It is also formulated if there is no limitation of 

scope or a limitation of scope may not lead to omission of (a) material misstatement(s) and/or non-

compliance). 

Limitation of scope occurs when an auditor 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 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. 

Modifications to the opinion in the auditor’s report   

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 

                                                      
5 Financial statements in the public sector include also the statement(s) of budget execution 
6 Compliance with authorities: compliance with laws, rules, regulations, standards, or good practices.  
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and/or non-compliance, or is unable to obtain sufficient appropriate audit evidence to conclude that 

the financial statements as a whole are free from material misstatement and/or non-compliance, the 

auditor should modify the opinion in the auditor’s report. A modified opinion may be: 

- Modified (qualified) 

- Adverse, or  

- Disclaimer 

Qualified opinion 

It is formulated when misstatement and/or non-compliance were detected, a single one or 

aggregate, that equals or exceeds the level of materiality for the financial statements as a whole or 

(a) misstatement(s) and/or non-compliance detected within a certain class of transactions equals or 

exceeds the level of lower materiality established for this class of transactions. It is also formulated 

if there is a limitation of scope that may not lead to omission of (a) material misstatement(s). 

Adverse opinion 

It is formulated when misstatement and/or non-compliance were detected, a single one or 

aggregate, that pervasively exceeds the level of materiality for the financial statements as a whole 

or (a) misstatement(s) and/or non-compliance detected within a certain class of transactions 

pervasively exceeds the level of lower materiality established for this class of transactions. 

“Pervasive is a term used, in the context of misstatements and/or non-compliance, to describe the 

effects of misstatements and/or non-compliance on the financial statements or the possible effects 

on the financial statements of misstatements and/or non-compliance, if any, that are undetected due 

to an inability to obtain sufficient appropriate audit evidence. Pervasive effects on the financial 

statements are those that, in the auditor’s judgment: 

a) Are not confined to specific elements, accounts or items of the financial statements 

b) If so confined, represent or could represent a substantial proportion of the financial 

statements; or 

c) In relation to disclosures, are fundamental to users’ understanding of the financial 

statements. 

Disclaimer of opinion 

It is formulated when limitation of scope, i.e. inability to obtain sufficient appropriate audit evidence, 

is material and pervasive.  

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

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. 

An Emphasis of Matter paragraph should: 
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 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.  

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. 


