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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 Economic Development 

in consultation with the Assistant Auditor General, 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 Ministry of Economic Development 

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 25.10.2018.   

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 Ministry of Economic Development.    

Opinion of the Auditor General 

Unmodified Opinion with Emphasis of Matter  

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

Emphasis of matter 

We draw your attention to the fact that: Goods and services were overstated by €379,941 and capital 

investments by €69,501. Furthermore, in the asset accounting register were recorded assets in the 

amount of €512,372 which in nature are goods and services, while current assets in the amount of 

€335,588 were not recorded in the asset register.  

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 to 2018 audit   

The Minister has not agreed with all audit findings and conclusions. Minister’s comments on 

disagreed issues are given in detail in Annex II.  

Opinion: The Emphasis of Matter 
reflect weaknesses in controls to 
confirm proper classification of 

expenditures and completeness of 
the asset register

The Minister should take actions to  
improving controls and enable a true 

reporting of expenditures in AFS  (See sub-
chapter 2.1).  

Continued weaknesses have been 
noted in financial management and 

controls that relate to the area of 
salaries, procurement, travel 

expenses abroad, subsidies and 
capital transfers for public 

enterprises.

The Minister should take immediate actions 
to establish adequate controls over the areas 

of identified weaknesses.

(See sub-chapters 2.4.1 - 2.4.4)

The Ministry has not fully 
addressed the recommendations of

the previous year, and 
improvements in the areas where 
the recommendations were given 

were slow.

The Minister should apply a more
rigorous process to ensure that the action 
plan of prior audit year recommendations 

is actively implemented and key 
issues/progresses are reported to the

management. (see chapter 4)

The IAU was not sufficiently 
functional, as only 67% of the work 
plan was implemented at the end 

of the year. Audits have not 
contributed and helped the 

management to prevent 
irregularities. 

The Minister should ensure fully 
functional IAU, and ensure adequate 

accountability and governance in the areas 
of weaknesses within the organization. 

(See sub-chapter 5.1 and 5.2))



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

 

 6 

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   

Introduction  

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  

Unmodified Opinion with Emphasis of Matter 

We have audited the AFS of the Ministry of Economic Development 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, 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 (according to cash based accounting), Law no.03/L-048 on Public Financial 

Management and Accountability (as amended and supplemented) and Regulation MoF no.01/2017 

on Annual Financial Reporting by Budget Organisations. 

Basis for the opinion 

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 AFS section of our report”. We believe that the obtained audit 

evidence is sufficient and appropriate to provide a basis for the opinion.  

Emphasis of Matter  

We draw your attention to the following issues:  

 The funds for the project “Integrated Information System for Kosovo Economic Development 

(IISKED)” in the amount of €379,941 have been budgeted and paid from the category of 

goods and services, while they should have been budgeted and paid from capital 
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investments. Therefore, expenditures for goods and services are overstated and as a result, 

the expenditures for capital investments are understated;  

 The project, “Annual inert flows in the rivers of Kosovo” in the amount of €69,501 have been 

budgeted from the category of capital investment, even though it should have been 

budgeted and paid from the category of goods and services.  Payments made for the same 

amount represent overstating of capital investments and understating of expenditures for 

goods and services. Under international accounting standard no. 381 for intangible assets – 

research, study expenditures are not to be capitalized and are not recognized as intangible 

assets but they need to be classified as operating expenditures;  

 In the initial balance of capital assets register, (15) assets with the net asset value €512,372 

were identified, which in nature are goods and services. For the same value, the ministry's 

capital assets have been overstated; and  

  The Ministry invested in two schools in Gjakova in behalf of the project “implementation of 

energy efficiency measures in the public buildings”, also “the project of energy efficiency and 

renewable energy” at the National Institute of Public Health,  in the field of health, with a total 

value of €335,588. These investments have not been recorded by MED in the capital assets 

register as ongoing investments, and were not transferred to organizations that use these 

assets.  

Key Audit Matters 

 The Ministry of Economic Development did not update the E-assets register under 

regulation 02/2013 on the management of non-financial assets, in which capital assets in the 

amount of €1,500,000 still exist, which should have been recorded in the KFMIS within the 

asset module. Furthermore, depreciation of non-capital assets on E-assets register was not 

made for the year 2018.  

Responsibility of Management for AFS  

The Secretary General of the Ministry of Economic Development 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 the oversight of the Ministry of Economic Development 

financial reporting process. 

                                                      
1 International Accounting Standard no. 38: “all research/study expenditures should be classified as operating 

expenditures and should not be capitalized as it is impossible to tell if they directly lead to future economic benefits”. 
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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. 

2.2 Compliance with AFS  and other reporting requirements  

Ministry of Economic Development is required to comply with a specified reporting framework and 

other reporting requirements. We considered fulfilment of the following requirements: 

 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 and rule no. 

02/2013 on management of non-financial assets by Budget Organizations; and rule no. 

02/2013 reporting of arrears by Budget Organizations;  

 Law on the Budget no. 06/L-020 for the year 2018;  

 Action Plan on implementation of recommendations;   

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

 Submission of the procurement plan under PPL requirements.   
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DECLARATION OF MED MANAGEMENT  

As the AFS needed several financial corrections we provided the following suggestions in order to 

improve their quality:  

 On the Statement of Cash Receipts and Payments under requirements of Article 13, in the 

column 2017 of AFS, the Ministry presented the government grant in the amount of 

€20,567,000, instead of presenting €20,223,000; and   

 In the Article 18 of the AFSs, the ministry did not present contingent liabilities in financial 

values and spreadsheet format. 

Given the above, the Declaration made by the Chief Administrative Officer and Chief Financial 

Officer when the AFS are submitted to the Ministry of Finance, except for the mentioned issues, can 

be considered to be correct.  

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

2.3 Recommendations related to Annual Financial Statements  

 The Minister should take actions towards strengthening preventive controls 

for avoiding the cases of Emphasis of Matter in the Opinion. We recommend 

that, the projects shall be budgeted by economic categories as of budget 

planning stage, and the classification of expenditures shall be done properly 

using adequate codes. 

Recommendation C1 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. 
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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   24,405,435 23,660,348 22,447,006 22,972,556 29,011,107 

Government Grant -Budget  17,913,196 17,168,109 16,849,412 20,223,249 28,166,408 

Financing from Borrowing 6,392,239 6,392,239 5,597,594 2,749,307 844,699 

Investment Clause 100,000 100,000 0 0 0 

The final budget in relation to the initial budget has decreased by 3% or €745,087, this change is a 

result of the Government decision no. 04/82 in the last quarter of the year, as a result of the 

Ministry's budget surpluses. The Ministry had a good budget outturn and spending performance 

in relation to the final budget, total amount spent was €22,447,006 or 95%.   

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 

24,405,435 23,660,348 22,447,006 22,972,556 29,011,107 

Wages and Salaries 1,176,686 1,293,195 1,293,195   1,116,910 1,073,641 

Goods and Services  4,463,669 4,211,490 3,789,853  2,656,685  3,036,043 

Utilities 46,210 30,034  12,851       18,311  22,341 

Subsidies and Transfers 9,068,870 8,987,446 8,984,721  8,058,014  10,802,604 

Capital Investments  9,650,000 9,138,183 8,366,386 11,122,636  14,076,478 

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

below: 

                                                      
2 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
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 The increase of the final budget for wages and salaries by €116,507 was made upon 

Government decisions (no. 02/70, no. 02/76 and no. 07/80) to cover the deficit due to the 

increase of political personnel salaries as well as the number of deputy ministers compared 

to the planning. The budget in this category was spent entirely - 100%.  

 The final budget for goods and services compared to the initial budget has decreased by 

€252,179. This occurred as a result of Government Decision no. 04/82 on savings, 

appropriations, transfers and reallocations within categories of expenditures of the BOs for 

the year 2018, while the budget execution for this category was at 90%.  

 Decrease of utilities budget by 35% or €16,176 is as a result of Government Decision no. 

07/80 on savings, appropriations, transfers and reallocations within categories of 

expenditures of the BOs for the year 2018, despite budget decrease, expenditures in this 

category were only €12,850 or 43%. Decrease of expenditures is due to transferring electricity 

expenses to the MPA for government facilities and electricity expenses covered by the 

Airport of Gjakova, by POE  “Gjakova Airport” J.S.C itself.  

 The final budget for subsidies decreased by €81,424 or 1€ compared to initial budget, as a 

result of Government decisions (no.12/67, no.11/79 and no.04/82) due to savings, 

appropriations, transfers and reallocations within categories of expenditures of the BOs for 

the year 2018, while the budget execution for this category was at 100%.  

The final budget for capital expenditures has decreased by 5% or €511,817, as a result of 

Government decisions (no. 07/80, and no.04/82) due to budget savings. Budget execution for 

this category was at 92%. 

3.1.1 Wages and salaries  

The budget for the category of wages and salaries in 2018 was in the amount of €1,293,195, which 

budget was entirely spent (100%). Salaries are managed and paid through a centralized 

management system administered by the MoF.  

We also tested the process management in terms of compliance when it comes to managing of 

personnel activities, and identified the following issues: 
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Issue A1 –Remuneration to the employees that did not work  

Finding  Regulation no. 05/2010 on working hours at civil service, article 7 paragraph 

1 specifies that, “during working hours all civil servants are obliged to attend 

their working place. Every civil servant shall sign in in the attendance book 

or electronic register” and paragraph 2 defines that “carelessness of working 

hours shall be considered a disciplinary violation”. 

Based on Government Decision no. 06/39 dated 22.07.2015, on the grounds of 

Brussel’s Agreement to extinguish the so-called “civil protection” in northern 

Mitrovica, the Ministry had been obliged to settle 18 employees of Serbian 

community in order to integrate them into the system of the Republic of 

Kosovo.  

Work agreements for eighteen (18) officials became official in 2016 within the 

European Integration Department, they were assigned as officials for 

monitoring economic development at local level. We have no evidence on 

carrying out/performing their assignments in accordance with the 

description of duties and responsibilities within MED. These employees, in 

2018, were not present at the workplace and did not perform the duties 

defined by the contract, while for their wages 92,336€ were paid. This 

situation came as a result of unrespecting the contract unilaterally by the 

employees and insufficient efforts of the Ministry to engage them at work.       

Risk Payment of wages without attending workplace, causes loss to the budget 

and failure to achieve the objectives set out in the agreement, namely 

integrating this community within the system of the Republic of Kosovo.   

1 The minister should examine the reasons on not attending the workplace by 

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

contrary, halt paying their irregular wages. Due to complexity of this issue, 

the Minister is recommended to address further issue of these payments in 

the Government as well.          

3.1.2 Goods and Services and Utilities  

The final budget of Goods and Services in 2018 was €4,211,490, out of which €3,789,853 or 90% were 

spent. Those relate to various intellectual and advisory services, other contractual services, official 

travels and meal expenses.  

We also tested the process management in terms of compliance when it comes to managing of 

activities in this category, and identified the following issues: 
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Issue A2 – Failure to use the contract of Central Procurement Agency 

Finding  According to Administrative Instruction no. 05/2016 on the implementation 

of public procurement central procedures, Article 2 stipulates that the 

provisions of this Administrative Instruction shall be mandatory for all 

relevant institutions of the Republic of Kosovo participating in public 

procurement central procedures.  

The Central Procurement Agency (CPA) has carried out the procurement 

procedures and thus, on date 27.02.2018 entered into a contract for “Renting 

of printers and copiers” on behalf of budget organizations. It was also MED 

among the organizations that should use this contract. The Ministry did not 

utilize this contract but purchased equipment such as scanners, printers and 

toners in the amount of € 35,586 in order to meet its needs. These purchases 

were made with the MED contract “Supply of information technology equipment 

for secondary schools “Creative Centres”. 

This situation occurred as the Ministry found that the purchase of equipment 

is more favourable than using CPA contract, but we were not provided 

evidence of calculations, namely any cost-benefit analysis. 

Risk Bypassing of CPA contract may result in supplying the Ministry with more 

expensive items than the contracted purchases in large quantities by the CPA. 

2 The Minister should act in accordance with the obligations of the CPA 

contracts, in order to economize the expenses and achieve value for money. 

 

Issue  A3 – Travel payment for unofficial purposes 

Finding  Article 2 of Administrative Instruction no. 2004/07 on the expenses of official 

travel abroad stipulates that, Official travels refers to travels which have a 

certain destination or purpose that serves to carry out official duties in the 

interest of the Government of Kosovo and the Kosovo Civil Service.    

We identified a case of the Ministry approving and paying the amount of €538 

for food and accommodation on behalf of official travel expenses for the 

graduation ceremony/completion of the MA program in England, while this 

travel was out of official duties and purposes. This situation occurred as a 

result of negligence to comply with legal requirements. 

Risk Travel expenses for unofficial purposes are in contradiction with the Law and 

represent loss to the budget of the Ministry. 
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3 The Minister should ensure compliance with the applicable rules providing 

all expenditures for official travels are made only for official purposes and 

return of funds to the budget of the Ministry for all irregular spending.   

 

Issue  A4 – Supply outside the base contract 

Finding  Under the article 35 of the Law on Public Procurement (LPP) A negotiated 

procedure without publication of a contract notice, paragraph 2.2 stipulates 

that, a contracting authority may use negotiated procedures for the purchase 

of supplies without publication of a contract notice: (i) for the additional 

deliveries by initial supplier when those additional deliveries are substitutes, 

providing that the value of additional deliveries does not exceed (10%) of the 

value of the contract covering initial deliveries. 

The Ministry, besides the base contract “Supply of information technology 

equipment for secondary schools “Creative Centres”– Lot 1”, in a value of €569,791, 

also entered into annex contract in amount of €26,559 for the supply of five 

(5) scanners and fifty seven (57) tonners which are not part of the base 

contract nor substitutes, but for those purchases the Ministry should carry out 

new procurement procedure. This situation occurred due to lack of 

responsibility and competence of the persons in charge.  

Risk Supplies outside base contract are in contradiction with the applicable Law 

and increases the risk of fair and efficient use of public funds, thus, 

eliminating competition and reducing budget management transparency. 

4 The Minister should ensure that procurement officers are fully responsible 

and competent in their work, and all purchases are carried out in accordance 

with the procedures, aiming for more competitive prices.  

3.1.3 Subsidies and Transfers  

The final budget of Subsidies and Transfers was €8,987,446, funds almost spent in maximum - 

€8,984,721. Those relate to transfers for capital projects of public enterprises, subsidies for public 

enterprises to cover operational expenses and grants for the NGOs.  

We also tested the process management in terms of compliance when it comes to managing of 

activities in this category, and on one occasion Trepca Enterprise on 09.02.2018 had concluded a 

contract for “Supply with tires for loading and transporting mining machines in Stanterg” in the 

amount of €30,693. The company had delivered supplies with 29 days delay and the procurement 

manager, due to delays had calculated penalties in the amount of €2,993. The Ministry had carried 

out the full payment under the contract based on the invoice of the Economic Operator and the 

request of Trepca Finance Department, whereby was not followed the decision on application of 
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penalties. After our finding, the Ministry has taken measures by stopping the next payment of 

21.12.2018. 

 

Issue  A5 – Failure to justify subsidies under terms of agreement   

Finding  Agreement on monitoring and control, article 5, paragraph 10, between the 

Ministry and Public Enterprise specifies that, the internal audit report on the 

regularity of project implementation for the period before the submission of 

the POE request should be attached to the justification of transfers/payments 

for capital projects. 

The Ministry executed 8 payments/transfers in the total amount of €664,011, 

for different purchases related to projects such as “Opening new workplaces in 

the horizons X-XI” and “Rehabilitation of workplaces at the horizons IX-VIII”, 

which did not have audit reports attached. The Ministry did not obtain prior 

assurance on the compliance of the terms of agreement and after that transfer 

the funds. This occurred due to negligence of the persons in charge to 

implement the requirements of the agreement. 

Risk Transfer of funds for capital projects in the absence of internal audit report 

increases the risk of executing payments without proper assurance that the 

implementation of the projects is carried out according to foreseen dynamics. 

5 The Minister should ensure that all provisions within the agreement reached 

with Trepca on monitoring are being implemented, and no transfer shall be 

carried out before being confirmed with internal audit report3. 

 

Issue B2 -  Lack of effectiveness assessment of the directors of Publicly Owned Enterprises 

Finding  According to the Law no. 03/L-087 on Publicly Owned Enterprises article 

28.3, the Policy and Monitoring Unit of Public Enterprise (PMUPE) on annual 

basis should assess the effectiveness of directors of each Publicly Owned 

Enterprises (POE) and publish this assessment on its website. To carry out 

this kind of service, PMUPE may hire one or more professional consultants 

or consulting firms to assist on the completion of this assessment. 

PMUPE, in 2018 has not managed to produce/publish such assessment due 

to lack of capacities. This unit submitted a request to the management for 

hiring an external company, but this request was not approved on the 

grounds of lack of budget resources.  

                                                      
3 This recommendation started being implemented in the last part of 2018.  
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Risk Lack of assessment of effectiveness of directors of Publicly Owned 

Enterprises incapacitates the shareholder and interest groups to draw 

conclusions, whether the persons in charge for administering public 

enterprises have exercised their activity in a professional, responsible and 

effective manner.  

Recommendation B2 The Minister should ensure that within the budget planning requests, the 

request for the budget funds for hiring consultants or any consulting 

company to assist on the assessment process is included as well.   

 

Issue B3 - Insufficient justification of subsidies and not reporting in compliance with legal 

requirements 

Article 6 of the Monitoring and Control Agreement, between the Ministry and 

the enterprise RWC “Uniteti”, specifies that, the enterprise should report 

quarterly and annually on the incurred expenditures.  

Under this agreement,  the Ministry carried out three payments in a total 

value of €90,000 dedicated for the provision of services to minorities and 

social cases. The expenses have been justified with several oil bills and simple 

lists of settlements inhabited by minorities, names, surnames, and monthly 

value of financial charge.  

Documentation submitted by the company does not provide sufficient 

evidence that these persons/beneficiaries are active customers of the 

company registered in its system (including identification number, coupon 

number, billing, and the debt history in general). Furthermore, the company 

did not submit regular quarterly reports on the justification of expenditures. 

This resulted because of not specifying clear criteria as regards to the process 

of monitoring, reporting and justification of expenditures in the agreement. 

Risk  Lack of adequate register on invoices issued for the provision of services, and 

lack of regular reporting on how subsidies were spent, increases the risk, as 

public money may not be used for the intended purpose and not achieving 

the objectives of the organisation. 

Recommendation B3 The Minister should ensure specifying of clear criteria in all agreements on 

the process of monitoring and reporting, and the same criteria applies strictly 

during the transfer of subsidies to the public enterprises. 
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3.1.4 Capital Investments  

The final budget of Capital Investments was €9,138,183, out of which €8,366,386 or 92% were spent 

in 2018. Those relate to measures on energy efficiency in administrative buildings and educational 

facilities, implementation of digital economy program, audit of energy on public buildings and 

enterprises, and information technology equipment purchases.  

We also tested the process management in terms of compliance when it comes to managing of 

activities in this category, and identified the following issues: 

 

Issue  A6 – Entering into contracts with partial commitment of funds  

Finding  Article 36.1 of the Law no. 03/L-048 on Public Financial Management and 

Accountability (LPFMA) specifies that, prior to initiation of a procurement 

process that would result in a fund commitment claim within actual fiscal 

year, the budget organization shall record all appropriated committed funds 

to KFMIS in compliance with the rules of control and financial management. 

Within two works contracts, we identified incomplete commitment of  funds 

before signing of those contracts. For the contract “Implementation of Digital 

Economy Program- Extension of Broadband Telecommunication Infrastructure”, in 

amount of €218,000, the amount of committed funds was €167,418, and for 

the contract “Implementation of Energy Efficiency Measures Program at Public 

Buildings of Education and Health at Local Level”, in amount of €268,752, the 

amount of committed funds was €200,000. 

This situation occurred because the Ministry did not plan fund allocations on 

the first quarter of the year. 

Risk Partial commitments of funds before signing contracts, increases the risk of 

entering into financial liabilities and the possibility of the Ministry being 

exposed to litigation disputes in the future. 

6 The Minister should ensure commitments of needed funds before signing 

contracts to covering the contractual obligations. 

3.2 Capital and non-capital assets  

The Ministry, in the financial statements 2018, in the ledger presented capital assets in a value of 

€14,308,000, non-capital assets €67,000 and stocks €65,000. 

We also tested the process management in terms of compliance when it comes to managing of 

activities on capital and non-capital asset management, and identified the following issues:  
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Issue  A7 -  weaknesses in the process of annual assets inventorying 

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

article 19 respectively paragraph 4.1, it is responsibility of the inventorying 

commission to carry out inventorying of all non-financial assets owned and 

controlled by the budget organisation. Inventorying, among others, shall be 

preceded by an internal guideline according to Regulation 02/2013, Article 

19, paragraph 5.3.  

Incomplete counting of all non-financial assets is the result of a poor 

understanding of inventorying process by the commission, focusing only on 

the count of inventory, but not on other assets as well. Subsequently this has 

happened in the absence of an internal inventorying guideline and lack of the 

commission competence to carry out inventorying in line with legal 

requirements.  

Risk Failure to carry out inventorying of all assets owned by MED and non-

compliance with asset registers, may result in a loss, misappropriation of 

assets and unfair presentation in the AFS of the organization.  

7 The Minister should ensure issuing an internal guideline and appoint 

competent officials in the inventorying commissions hence, through 

inventorying process accordingly confirm the physical existence and 

accuracy of the assets, and final state of non-financial assets be reported in the 

AFS.  

 

Issue  A8 - Incorrect recording of non-financial capital assets in the system E-Assets 

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

accounting register presents data contained on Kosovo Financial 

Management Information System (KFMIS) for assets of more than €1,000 and 

a lifespan longer than a year.  

The Ministry purchased a computer and five (5) laptops, in a value of €12,583. 

Their individual value is over €1,000 and a lifespan longer than a year. These 

assets were not recorded in the KFMIS accounting register as capital assets 

but they were recorded in the E-Assets system. This resulted due to lack of 

competence and frequent replacement of asset officer. 

Risk Incorrect recording of capital assets in the non-capital asset register 

represents understating of capital assets and overstating of non-capital assets. 

Unfair asset presentation in the AFS, increases the risk of providing mistaken 

information to the AFS users. 
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8 The Minister should ensure that the position of the asset management officer 

is covered by competent and accountable officers, and also ensure adequate 

vocational training so that, the asset registers are managed in accordance with 

legal requirements.   

3.3 Handling of cash and its equivalents   

In the financial statements, the Ministry presented an advance payment for the official travel in 

amount of €580 that was opened on 21.12.2018, and a petty cash advance of €2,500. Based on 

Government Decision no. 04/82 dated 28.12.2018, all available ministry’s funds from the category 

of goods have been withdrawn for general saving purposes, and as a result, the advance remained 

opened.  

3.4 Outstanding liabilities   

The statement of liabilities not paid to suppliers at the end of 2018 was €137,000. These liabilities 

were carried forward to be paid in 2019. Unpaid liabilities for the category of goods and services 

were €17,000, fuel for vehicles, vehicle maintenance, other contractual services and mobile phone 

charges. According to the Ministry, the reasons for not paying those liabilities was due to delayed 

billing, after conclusion of the fiscal year. Liabilities for the category of capital investments were 

€119,000, the invoice no. 03/2018 has been received on 27.12.2018 for the capital project 

“implementation of digital economy program”. The Committee for Technical Acceptance of the 

equipment had remarks regarding several parts and asked the Ministry to extend the payment 

deadline.   

We have no recommendations in this area. 
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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. 

Specific areas of our governance-related reviews have been the accountability and risk management 

process, while the other components are handled within the chapters or subchapters above.  

Overall Governance Conclusion  

There is a number of governance weaknesses within Ministry of Economic Development, 

particularly related to accountability, risk management and the quality of management reporting. 

Ministry complied with MF requirement on submitting self-assessment questionnaire. 

As for the strategic aspects, it is worthy to mention that, even if the ministry drafted development 

strategy plan 2017-2020 setting four main objectives, this plan has not been updated for 2018. It also 

set priorities for 2018, which did not have reference number. Kosovo Mining Strategy 

implementation program for the period 2015-2017, and the Energy Strategy Implementation 

Program 2018-2020, were not updated as well.     

A number of governing shortcomings within the ministry on not implementing prior years’ 

recommendations have been outlined above, more attention should be given to procurement 

processes as well as subsidies and transfers (including capital investments) for public entities, while 

according to in our judgments, internal audit do not yet have appropriate independence of action.  

Among positive developments it is worthy to mention that despite this year’s findings, the Ministry 

managed to considerably record and transfer the current assets, and there are also improvements in 

identifying and presenting contingent liabilities.  

4.1 Internal Audit System 

The Internal Audit Unit (IAU) operates with two members of staff - the Head 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 provided by an effective Audit Committee. 
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The IAU planned and carried out six (6) audits for the year 2018, the Audit Committee explained 

that the plan was implemented only 67%, with the justification that two (2) reports were considered 

to be non-professional and did not meet the audit standards.  

Internal Audit did not provide a clear picture over the level of security of internal controls, and 

recommendations given did not contribute to the improvement of managerial control.  

Issue  B4 - Weakness in the functioning of Internal Audit  

Finding  According to the Law no. 03/L-1284, article 14, paragraph 2.8 on Internal 

Audit, the annual strategic audit plan should be submitted by the Head of 

IAU to CHU/IA, no later than October 31st of each calendar year. ISA 230 

point P3 (audit documentation) requires that, the auditor shall prepare audit 

documentation that is sufficient to enable an experienced auditor, having no 

previous connection with the audit, to understand the audit approach. 

Approval of the annual plan and update of the strategic plan is done with 

three months delay.  

 The implementation of the plan was deficient, only four out of six planned 

reports were completed, or 67%. Point 3 of the annual plan foreseen to 

carry out audits throughout the year. All reports were finalized in the last 

quarter of 2018, and for this reason, they did not help much in improving 

the state in the ministry in a timely manner; 

  The communication process with the audited departments was not 

documented in the audit reports, within which, the need for addressing 

the recommendations  would be understood. Absence of audit staff due 

to health reasons and prolonged communications with the MED 

Management related to the approval of annual and strategic plan, delayed 

timely planning processes, as well as finalizing reports by the end of the 

year.  

Risk Not functioning internal audit disables the Management to receive timely 

information over compliance and effectiveness of financial management 

systems and control systems with regard to carrying the duties and 

achievement of Ministry’s goals. 

Recommendation B4 The Minister should take actions to ensure sufficient human resources for the 

proper and effective functioning of internal audit, as well as timely approve 

annual work plans of the IAU.  

                                                      
4 On 17.04.2018, Law no. 06/L-021 on Internal Control of Public Finances entered in force. In this occasion, Law no 03/L-

128 on Internal Audit has been repealed.   
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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, besides regular and specific reports, the Management needs to have minutes 

recorded in which drawn conclusions over discussions and activities to be undertaken could be 

understood. All these with a single purpose that the, accountability as a process of accepting of 

responsibilities, to be understandable for the persons into account for their actions and disclosing 

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

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

threatening the Organization. 

 

Issue  B5 - Weakness in management controls 

Finding  We identified the following:  

 The Management of the Ministry holds meetings with key staff of the 

organization on a weekly basis. Reports are more of operational than 

financial nature for the purposes of financial management. The 

description in these reports is very generalized. The Ministry do not 

maintain detailed minutes as a good practice for the topics of discussion, 

as well as, the activities to be taken by the Management are not 

understood. 

 The Ministry possesses a list of risks for the year, and compiled the 

action plan, but the actions taken were not sufficient to reduce the 

consequences of these risks. There is no interconnection between 

factual actions and those presented in the risk list.  

 In examining the Scanning Electron Microscope (SEM) device for the 

Kosovo Geology Laboratory, in amount of €498,987, we have noticed 

that this asset was purchased two year ago and had not yet been in 

operation. This situation occurred due to lack of space to place the 

device.  

Risk Failure to maintain detailed minutes, does not allow to understand the real 

process on how the operational and financial activities are being developed. 

Lack of needed information from managers, makes decision-making difficult 

or increases the risk of taking misguided decisions by the top Management, 

such as purchasing the equipment before preparing needed location for 

placing it.  

Recommendation B5 The Minister should ensure maintenance of detailed minutes during regular 

reporting, and actions taken on reducing the risks before decision-making 

process should be proved. In addition, resolving the problem with the SEM 

device shall be treated with priority.  
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5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS of Ministry of Economic Development resulted in 14 

recommendations. The Ministry prepared an Action Plan stating how the recommendations given 

will be implemented.  

At the end of our 2018 audit, 3 (three) recommendation have been implemented; 3(three) were in 

process, four (4) have not been addressed, and 4 (four) closed or unapplied. For a more thorough 

description of the recommendations and how they are addressed, see the table of recommendation 

below. 

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 of the 
emphasis of matter. Furthermore, to ensure 
good management and adequate controls over 
capital transfers for public enterprises, so that 
they are done only for approved projects under 
the Budget by the Assembly, and to undertake 
specific actions to eliminate errors in 
classification of expenditures, particularly in 
capital investments/transfers.  

No 
actions 
taken that 
show 
improvem
ent 

Unimplement
ed 
recommendati
on 

2. AFS. The Minister should ensure that contingent 
liabilities are handled and analysed carefully 
and in coordination with State Advocacy to 
secure information/evidence for adequate 
presentation of these cases. Also should be 
evaluated their risk and provide information / 
sufficient disclosures on contingent liabilities in 
the AFS.  

It was 
given 
attention 
to the 
disclosure 
of 
contingent 
liabilities 
this year.  

Implemented 
recommendati
on; 

3.  The Minister should undertake actions to ensure 
effective controls in the process of investments 
and accurate recording/reporting of capital 
assets, while Annual Financial Statements 
should be subject to rigorous review by the 
Chief Administrative Officer and Chief Financial 
Officer, before the declaration is signed and AFS 
submitted to the MoF. 

Actions 
have been 
taken this 
year and a 
significant 
part of 
assets 
have been 
recorded 

Partially 
implemented 
recommendati
on;  
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4. Goods 
and 
Services.  

The Minister should take actions to increase 
controls over contracts, in order to ensure that 
spending of money is done through contracts 
that have legal support. 

There 
were no 
new 
contracts 
with 
procurem
ent 
procedure
s 

Partially 
implemented 
recommendati
on.  

5. Goods 
and 
Services. 

The Minister should increase controls over the 
management of contracts for travelling 
expenses, and to ensure that planning is done 
according to real and reasonable needs, so that 
travelling expenses are in line with achievement 
of Ministry’s objectives. 

No 
actions 
taken to 
improve 
the 
situation. 

Unimplement
ed, closed 
recommendati
on  

6. Goods 
and 
Services. 

The Minister should increase controls in this 
area and ensure that official travel expenses are 
incurred based on established rules, and are 
only carried out for the right purposes of the 
Ministry. In addition, to analyse travels without 
sufficient justification and ensure that such 
practices are not repeated. 

No 
actions 
taken but 
there are 
no new 
typical 
cases.  

Unimplement
ed, closed 
recommendati
on 

7. Subsidies 
and 
transfers. 

The Minister should ensure adequate 
monitoring of Publicly Owned Enterprises, 
proper management and control of subsidy 
expenditures, by establishing clear criteria on 
reporting of these expenditures. 

No 
actions 
taken  

Unimplement
ed 
recommendati
on.  

8. Subsidies 
and 
transfers. 

The Minister should ensure proper controls over 
the monitoring of subsidies, and ask from 
responsible officials to examine documentation 
and subsidies should be award after ensuring 
that they serve the intended purpose. 

No 
actions 
taken  

Unimplement
ed 
recommendati
on.  

9. Subsidies 
and 
transfers. 

The Minister should ensure effective monitoring 
over capital transfers for projects in publicly 
owned enterprises, so that they are spent in 
accordance with their approval. In addition, to 
ensure that assets are transferred only after 
correct procedures for purchase and transfer 
ownership is done. 

Actions 
needed 
have been 
taken  

Implemented 
recommendati
on.  
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10. Common 
Issues. 

The Minister should ensure adequate controls 
and management in the area of procurement by 
ensuring adequate procurement/contracting 
procedures. 

No similar 
cases 
identified 
this year 

Unimplement
ed, closed 
recommendati
on. 

11. Common 
Issues. 

The Minister should ensure proper controls over 
the area of procurement and adequate 
management of public contracts for the purpose 
of their proper implementation and achievement 
of value for money. 

No similar 
cases 
identified 
this year 

Unimplement
ed, closed 
recommendati
on. 

12. Progress 
in 
implemen
ting 
recommen
dations. 

The Minister should analyse the reasons behind 
non-implementation of prior recommendations, 
and ensure that a revised action plan will 
address all weaknesses and is subject to regular 
monitoring by the management. 

Actions 
have been 
taken but 
not 
sufficientl
y  

Unimplement
ed, closed 
recommendati
on. 

13. Internal 
Audit.  

The Minister should take immediate measures 
to ensure effective functioning of the IAU, so 
that benefits of this Unit are maximal by 
contributing to proper functioning of internal 
controls. 

No 
actions 
taken  

Unimplement
ed 
recommendati
on.  

14. Managem
ent 
Controls . 

The Minister should ensure that are taken 
specific actions to improve poor grading in the 
self-assessment process, and ensure that all 
payments for project have achieved the intended 
purpose and ensure that equipment is 
purchased based on plans/needs of the 
Ministry, initially providing location/object. 

Actions 
have been 
taken but 
not 
sufficientl
y  

Partially 
implemented 
recommendati
on. 

No Audit area Recommendations of 2018 

 

1. AFS. Recommendation B1 The Minister should take actions towards strengthening 

preventive controls for avoiding the cases of Emphasis of Matter in the Opinion. 

We recommend that, the projects shall be budgeted by economic categories as 

of budget planning stage, and the classification of expenditures shall be done 

properly using adequate codes. 

2. AFS. Recommendation C1 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 
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3. Wages 

and 

Salaries. 

Recommendation A1     The minister should examine the reasons on not 

attending the workplace by these employees, to resolve the issue by engaging 

them at work, or on the contrary, halt paying their irregular wages. Due to 

complexity of this issue, the Minister is recommended to address further issue 

of these payments in the Government as well.          

4. Goods 
and 
Services. 

Recommendation A2       The Minister should act in accordance with the 
obligations of the CPA contracts, in order to economize the expenses and 
achieve value for money. 

5. Goods 
and 
Services. 

Recommendation A3       The Minister should ensure compliance with the 
applicable rules providing all expenditures for official travels are made only 
for official purposes and return of funds to the budget of the Ministry of all 
irregular spending.   

6. Goods 
and 
Services. 

Recommendation A4      The Minister should ensure that procurement officers 
are fully responsible and competent in their work, and all purchases are 
carried out in accordance with the procedures, aiming for more competitive 
prices. 

7. Subsidies 
and 
Transfers. 

Recommendation A5      The Minister should ensure that all provisions within 
the agreement reached with Trepca on monitoring are being implemented, 
and no transfer shall be carried out before being confirmed with internal audit 
report. 

8. Subsidies 
and 
Transfers. 

Recommendation B2      The Minister should ensure that within the budget 
planning requests, the request for the budget funds for hiring consultants or 
any consulting company to assist on the assessment process is included as 
well.   

9. Subsidies 
and 
Transfers. 

Recommendation B3 The Minister should ensure specifying of clear criteria 
in all agreements on the process of monitoring and reporting, and the same 
criteria applies strictly during the transfer of subsidies to the public 
enterprises. 

10. Capital 
Investmen
ts. 

Recommendation A6     The Minister should ensure commitments of needed 
funds before signing contracts to covering the contractual obligations. 

11. Assets.  Recommendation A7    The Minister should ensure issuing an internal 
guideline and appoint competent officials in the inventorying commissions 
hence, through inventorying process accordingly confirm the physical 
existence and accuracy of the assets, and final state of non-financial assets be 
reported in the AFS. 

12. Assets.  Recommendation A8    The Minister should ensure that the position of the 
asset management officer is covered by competent and accountable officers, 
and also ensure adequate vocational training so that, the asset registers are 
managed in accordance with legal requirements.   

13. Internal 
Audit 
System.  

Recommendation B4 The Minister should take actions to ensure sufficient 
human resources for the proper and effective functioning of internal audit, as 
well as timely approve annual work plans of the IAU. 
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14. Managem
ent 
Reporting.  

Recommendation B5 The Minister should ensure maintenance of detailed 
minutes during regular reporting, and actions taken on reducing the risks 
before decision-making process should be proved. In addition, resolving the 
problem with the SEM device shall be treated with priority. 

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: Comments of MED regarding findings in the report  

Findings/Issues Agree Yes/No Comments from the MED in case of disagreement NAO view  

Emphasis of Matter 
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No We express our disagreement about  the finding  on 
project “Integrated Information System for Economic 
Development in Kosovo” (IISEDK), for the fact that we 
have implemented the Government decisions on IISEDK by 
initiating the project for  delivery of intellectual 
professional services in drafting of the  IISEDK and not a 
project for supply of hardware and software equipment. 
Henceforth, it can be established that the initiation of the 
project was not qualified as software but as intelligent 
services to standardize the data on a single platform using 
the hardware and software capacities of the respective 
institutions in order to save and facilitate incorporation into 
the system. Upon completion of the project and the 
achieved result, the budget division have registered it as 
capital asset in the KFMIS, being aware about the 
categorisation of the investment as the effects of this project 
have resulted in capitalization after investment. 

Integration of Civil Servants in MED as an requirement 
addressed by the Brussels Agreement and the Government 
Decision No. 06/39 dated 22.07.2015 has been foreseen to 
be performed in the Government premises in the North part 
of Mitrovica. 

MED has provided the inventory and prepared the 
conditions for work in the new Government facility 
through the MPA in the North, provided the work desk and 

The Ministry is developing the 
application called IISEDK, and the 
maintenance of this system will be 
performed 2 years after completion of 
the project, therefore if it would be a 
service there would be no 
maintenance. 

The web application is registered in 
the accounting register of assets. In 
absence of additional evidence and 
due to ungrounded justifications, the 
finding and recommendation remain 
valid and/or not changed. 
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Issue A1:  Compensation 
of employees who have 
not attended worked. 

 

Partially personal computer for each employee and through the 
Coordinator Defrim Shala have invited the integrated staff 
in the meetings to provide them with necessary instruction 
to start up with their daily work, and they were ready to 
report to the workplace and carry out duties on daily basis. 

However, a day after the inauguration of the government 
the facility in North Mitrovica was demolished by 
explosives. 

The MAP is responsible for renovation of the facility, and 
according to the MAP notifications, the facility is still not 
functional and yet not ready for work. It should be noted 
that training meetings were also organized in order to 
inform to civil servants about relevant legislation and other 
applicable laws. 

For more details, find attached the report prepared by Mr. 
Shala about the issue of Integrated Employees from Civil 
Protection - on Evaluation of Work performance in 2018. 

Responsibility to ensure working 
conditions in North rests with the 
Ministry of Public Administration 
(MPA) and not with MED, however, 
we have been assured that these 
employees did not work at all, 
therefore we consider that the 
payment was done without attendance 
at workplace. The MED claims 
presents only the cause, in absence of 
additional evidence and due to 
ungrounded justifications, the finding 
and recommendation remain valid 
and/or not changed. 

 

Issue A2: 

Failure to use the 
contract of Central 
Procurement 
Authority's  

no CPA contract is a service contract, not a supply contract, 
because all equipment is given out on rent. In the technical 
specification of CPA contract there is no scanner and toner 
(pages 21 to 23 of the CPA contract), therefore the finding is 
not grounded because scanners and toners are not part of 
the specification of this contract in the CPA website. We 
were therefore required to be supplied with professional 
scanning equipment for MED needs. 

Based on the Law on Civil Service article 35 provides 
support for capacity building of officials. 

Scanners and toners are purchased to 
perform the services set out in CPA 
contract. Article 1, paragraph 1.1 of the 
CPA contract specifies the types of 
services that the contract covers 
including scanning and toners. In 
absence of additional evidence and 
due to ungrounded justifications, the 
finding and recommendation remain 
valid and/or not changed. 
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Issue A3: 

Payment of travel 
expenditures not for 
official purpose 

no Based on the Law on Civil Service article 35 provides 
support for capacity building of officials. 

Article 35 of the Law on Civil Service 
provides   the training of staff for 
professional services while, the official 
in question has been paid for travel 
expenses for the submission of the 
Master's thesis abroad and this does 
not represent professional but 
scientific training. In absence of 
additional evidence and due to 
ungrounded justifications, the finding 
and recommendation remain valid 
and/or not changed. 

Issue A4: Supply outside 
the base contract 

 

no The supply is made based on original supply contract and 
Article 35 par 2.2. of the LPP, as follows: 

For additional deliveries from the initial supplier when 
such additional deliveries are substitutes to the products or 
installations sent or when they constitute an extension to 
the actual deliveries of the products or installations, if the 
change of supplier necessarily requires the contracting 
authority to accept products or installations having 
characteristics other  than set technical features that are 
substantially different from the products or installations 
that were previously purchased, and these changes would 
result in non-compliance or extreme technical difficulties in 
operation and maintenance. 

Provided that, Article 35.2.2 (i) of the LPP may only be used 
to cover one or more contracts for additional orders  that 
alone or in aggregate have a value not greater than 10% of 
the contract value covering initial orders. 

Purchases that are made are not for 
additional supplies or substitutes to 
the contract positions, “Supply with 
Information Technology Equipment for 
High School Creative – Centre” these are 
absolutely new supplies for the needs 
of the Ministry. In absence of 
additional evidence and due to 
ungrounded justifications, the finding 
and recommendation remain valid 
and/or not changed. 
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In this case, we have supplied scanners and toners with an 
annex contract, and that scanners are IT equipment while 
toners are materials used for IT equipment, but in no case 
the percentage of 10% mentioned in the law have been 
exceeded, which is one of the main conditions of the article. 

 

Issue A6: Signing of 
contracts with partially 
committed  funds 

no 
This issue is not grounded  for the reason that the 
commitment of the funds was foreseen and  secured for 
2018, the auditor was based on the request for goods and 
services dated 06.04.2018, therefore the following 
clarifications: 

 
1. Each contract is signed based on article 9 of the LPP 

paragraph 2. Quotation: If upon assessment of needs 
the CAO determines that the assessment of needs 
justifies the exercise of the procurement activity, the 
CAO sends a copy of this assessment to the CFO 
contracting authority. CFO ensures that there are 
funds available for the relevant procurement. If the 
contracting authority is a public authority or budget 
organization, the CFO, in accordance with the 
applicable provisions of the Law on Public Financial 
Management and Accountability and Financial Rules, 
shall ensure that sufficient financial funds are 
allocated for adequate procurement to meet the 
obligations which may arise as a result of the relevant 
procurement during the current fiscal year. 

Contracts have been signed for to lots: 
a) “Digital Economy Implementation 
Program – Extension of cable 
telecommunication  Infrastructure ”, in 
the amount of €218,000, a commitment 
of €167,418 

a) “The Program for implementation of 
Efficient Energy Measures in public 
facilities at local level in Education and 
Health", in the amount of €268,752, a 
commitment of €200,000 was made. 
Both projects are late with 
implementation, to be completed by 
2018. The commitment should have 
been equal to the value set in the 
contracts. In absence of additional 
evidence and due to ungrounded 
justifications, the finding and 
recommendation remain valid and/or 
not changed. 
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These procurement procedures have been planned by 
relevant quarters, according to the allocation of funds in the 
cash flow plan, so there was no possibility for constitution 
of any court dispute for payments, and it was set by the 
2018 Budget Approval Table. 

Issue B5: Weaknesses in 
Management Control 

 

No/yes  According to the conclusion by the staff meeting 
team, on a weekly basis, management, supervisory 
and reporting activities are in the planning stage, 
then weekly, monthly and quarterly reports are the 
result of their own activities and there is no legal 
provision defining the requirement for keeping 
minutes of regular staff meetings. 

 Since 2016 Management in cooperation with all 
heads of the units compiles the list of risks for the 
next year. All this is done based on NAO 
recommendation for 2016. This is also based on 
work objectives of the Ministry, objectives of the 
MTEF, etc. Also, the plan for implementation of the 
risks is drafted, in this sense both of these 
documents are inevitable in all managerial 
supervisory activities throughout the year, and 
there is no standard based on provisions on how 
this should have factual connection to what is 
established in this point. 

 Concerning the failure to put into function the SEM 
microscope it is true that the Geological Service has 
not yet managed to find the object and the planned 
space to set up the microscope according to its 
technical specifications. According to the 
manufacturer's instructions, if microscope is set up 
into function in an inadequate space, the 

In absence of additional evidence and 
due to ungrounded justifications, the 
finding and recommendation remain 
valid and/or not changed. 
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microscope may be damaged. Besides the constant 
efforts of the Ministry’s management, MPA as the 
responsible Ministry has not yet managed to ensure 
the facility with adequate space. 

 

 


