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

institution of economic and financial control which, according to 

the Constitution and domestic laws, enjoys functional, financial 

and operational independence. The National Audit Office 

undertakes regularity and performance audits and is accountable 

to the Assembly of Kosovo.  

Our Mission is to contribute to sound financial management in the 

public administration. We perform audits in line with 

internationally recognized public sector auditing standards and 

good European practices. 

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base for 

holding managers’ of individual budget organisations to account. 

We are thus building confidence in the spending of public funds 

and playing an active role in securing taxpayers’ and other 

stakeholders’ interests in enhancing public accountability. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Ministry of Foreign Affairs in 

consultation with the Assistant Auditor General, Valbon Bytyqi 

who supervised the audit. 

The opinion and report issued are a result of the audit carried out 

by Florë Berisha -Team Leader, Riza Spanca and Hysen 

Restelica -team members under the management of the Head of 

Audit Department - Arvita Zyferi. 

 

 

NATIONAL AUDIT OFFICE-St. Musine Kokollari, No. 87, Prishtina 10000, Kosova 
Tel: +381(0) 38 60 60/1011 

http://zka-rks.org  
 

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

Introduction  

This report summarises the key issues arising from our audit of the 2016 Annual Financial Report 

of the Ministry of Foreign Affairs, which determines the Opinion given by the Auditor General. 

The examination of the 2016 financial statements was undertaken in accordance with the 

International Standards on Supreme Audit Institutions. Our approach included such tests and 

procedures as we deemed necessary to arrive at an opinion on the financial statements. The 

applied audit approach is set out in our External Audit Plan1 dated 19th of November 2016.   

Our audit focus (detailed in Annex 1) has been on: 

 

The level of work undertaken by the National Audit Office to complete the 2016 audit is a direct 

reflection of the quality of internal controls implemented by the Management of the Ministry of 

Foreign Affairs.   

Opinion of the Auditor General 

Unmodified Opinion with Emphasis of Matter 

Annual Financial Statements present a true and fair view in all material respects. 

However, we draw your attention to the fact that the expenditures for goods and services made by 

the Kosovo Diplomatic Missions in the amount of €230,718,still remain  not closed, and the assets 

in the amount of €185,446 were not recorded in the respective electronic systems. 

For more, please refer to Section 1.1 of this report.  

Annex II explains the different types of Opinions applied by the National Audit Office. 

We would like to thank the Minister and his staff for the cooperation during the audit process.  

                                                      
1 The term External Audit Plan replaces the term Audit Planning Memorandum 

The Annual Financial 
Statements

Governance
Financial Management 

and Control
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Key Conclusions and Recommendations  

 

 

 

MFA Management response – audit 2016  

The Management of MFA has taken into consideration and agreed on detailed audit findings and 

conclusions and committed to address the recommendations given.   

The MFA had not yet approved 
expenditures for goods and services  
made by KDMs, which occurred in 

previous years. Although in 2016 there 
were no unapproved expenditures. 

Further on, assets purchased during the 
year were not recorded in the respective 

registers and this has affected the 
underestatement of assets in the AFS.

The Minister should pay particular 
attention to the shortcomings that 

have  caused the Emphasis of Matter 
in this report and make efforts to 

eliminate them in the coming years 
(See issue in sub-section 1.1).

Governance arrangements related to 
strategic planning, risk management, 
functioning of the internal audit and 

implementation of prior year 
recommendations are poor and require a 

greater focus.

The Minister should ensure that the 
Governance arrangements are 

affecting the advancement of the 
processes related to the preparation 

of the Ministry's strategic plan, 
drafting of the risk register, the 

implementation of the action plan 
and the establishment of an Audit 

Committee in the shortest time 
period as possible (See issues in 

Section 2).

Although in some areas, internal controls 
are effective - there are weaknesses in 

some important financial management 
systems, including goods and services, 

subsidies and asset management.

The Minister should ensure that our 
recommendations in these areas are 

taken into account and the controls for 
eliminating the same problems in the 
coming years have been significantly 
strengthened (See issues in Section 3).
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1 Annual Financial Statements and other External 

Reporting Obligations   

Introduction  

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

reporting framework and the quality and accuracy of information recorded in the AFS. We also 

consider the Declaration made by the Chief Administrative Officer and Chief Financial Officer 

when the draft AFS are submitted to the Government. 

The declaration regarding presentation of the AFS incorporates a number of assertions relating to 

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

declarations are intended to provide the Government with the assurance that all relevant 

information has been provided to ensure that a comprehensive audit can be undertaken.   

1.1 Audit Opinion  

Unmodified Opinion with Emphasis of Matter  

We have audited the AFS of the Ministry of Foreign Affairs (MFA) for the year ended on 31st of 

December 2016 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 2016 

present a true and fair view in all material respects in accordance with International Public Sector 

Accounting Standards (cash based Accounting), Law no.03/L-048 on Public Finance Management 

and Accountability (as amended and supplemented) and Regulation no.01/2017 on Annual 

Financial Reporting of Budget Organisations. 

Basis for the opinion 

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

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

We draw your attention to the following issues: 

 The MFA still did not approve remaining expenditures for goods and services made by 

KDMs in the amount of €230,718, which were the result of errors, exchange rate, non-

recording of expenditures, spending  not allowed with regulations and unrecorded 

deposits. All unapproved expenditures belong to the period 2008 - 2015, while in 2016 the 

situation has improved significantly  ; and 

 Intangible assets (software) in the amount of €128,532 related to the project “Establishment 

and Putting in Place the Visa System”, as well as other assets purchased during the year in 

total amount of €56,914 were not recorded in electronic asset management systems. As a 

result, the assets presented in the 2016 annual financial report was understated. 

Responsibility of Management and Those Charged with Governance and AFS  

The Secretary General of the MFA 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’s financial reporting process. 

Auditor General’s Responsibility for the Audit of the AFS 

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

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

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

financial statements are free from material misstatements. 

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

in accordance with ISSAIs will 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 influence the decisions taken on the basis of these AFS. 

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

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

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

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

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

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

the entity’s internal control.  
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An audit also includes evaluating the appropriateness of accounting policies used and the 

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

presentation of the financial statements. 

1.2 Compliance with AFS  and other reporting requirements  

MFA is required to comply with a specified reporting framework and other reporting 

requirements. We considered: 

 Compliance with MoF Regulation no.01/2017 on the Annual Financial Reporting of Budget 

Organisations; 

 Requirements of LPFMA no. 03/L-048, as amended and supplemented with Law no.03/L-

221, Law no. 04/L-116 and Law no. 04/L-194; 

 Compliance with Financial Rule no.01/2013 on Expenditures of Public Money; 

 Compliance with Financial Rule no.03/2010 on Own Source Revenues; 

 Compliance with Financial Rule no.02/2013 on Management of Non-Financial Assets; 

 Requirements of Financial Management and Control (FMC) procedures. 

 Quarterly reports including nine-month financial statements;  

 Report on Outstanding Liabilities;  

 Draft and Final Procurement Plan; and 

 Action Plan on implementation of recommendations; and  

Initially the AFS of MFA contained errors, but they were adjusted at the end of March 2017, 

therefore we have no issues to raise. 

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

Officer when the draft AFS are submitted to the MoF can be considered accurate in all material 

aspects. The errors identified within the Emphasis of Matter do not have an impact on 

modification of Audit Opinion.   

Within the external reporting we noticed that the MFA managed to fulfil all legal obligations, with 

the exception of the monthly reconciliations with the revenues in the Treasury. According to 

Financial Rule 03/2010,  it is required that revenues are reconciled on monthly basis with the 

Treasury, but the MFA only made quarterly reconciliations. 
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1.3 Recommendations for the first part of the report 

Recommendation 1 The Minister should ensure that measures and actions are taken to correct 

errors identified in Emphasis of Matter.  Actions should be taken to address 

the problems related to unapproved expenditures carried forward from 

previous years causing a systematic problem for MFA; and  

Recommendation 2 The Minister should strengthen controls over the legal obligations for 

reporting of revenues and their monthly reconciliation with the Treasury in 

order to meet the statutory requirements. 
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2 Governance 

Introduction 

Effective governance arrangements are fundamental to the MFA for successfully managing the 

challenges it faces and ensuring that service delivery is optimised for the benefit of taxpayers and 

other service users.  

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. 

Similarly, the self-assessment checklist completed by MFA provides a framework for developing 

enhanced Governance arrangements. It is important that the answers provided by an individual 

budget organisation are supported by appropriate evidence.  

The remainder of our review of governance arrangements reflects a consideration of: 

 those areas of Governance Arrangements where significant improvements are required 

and where we believe that our recommendations can generate positive improvements; and 

 areas of Financial Management and Control identified through our audit work including 

specific work directed at compliance issues in key expenditure systems (these areas are 

considered in Section 3 of this report) 

Overall Governance Conclusion  

There is a number of governance weaknesses within MFA particularly related to implementation 

of prior years’ recommendations, insufficient attention to self-assessment process, avoiding risk 

management process, lack of strategy and lack of Audit Committee not allowing to enhance the 

efficiency of internal controls. 
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2.1 Progress in the Implementation of Prior Year 

Recommendations 

Our Audit Report on the 2015 AFS of MFA resulted in  19 key recommendations. MFA prepared 

an Action Plan stating how all recommendations will be implemented, however the level of 

implementation was not satisfactory.   

By the time of our 2016 audit, from 19 recommendations given in previous year, only three (3) of 

them have been implemented; eight (8) were in process and eight (8) others have not been 

implemented yet. For a more thorough description of the recommendations and how they are 

addressed, see Annex III.  

 

Issue  3 - Low level of implementing prior year recommendations– High Priority  

Finding  Although MFA considered the requirements to prepare an Action Plan 

within the required timeframe, this was not supported by a formal 

monitoring of implementing the Auditor General’s (AG) recommendations. 

This reflects the lack of Management’s focus to ensure that the 

recommendations are implemented and that barriers for action are 

identified and addressed in a timely manner. Such an approach is required 

in order to manage continuous improvement throughout the Organization. 

Risk Lack of close monitoring and failure to implement the recommendations 

increases the risk of having same shortcomings appear in other periods. 

This has an impact on poor quality management of revenues and 

expenditures of public money.   

Recommendation 3 The Minister should ensure that a revised action plan is implemented which 

clearly sets out a timetable for implementing the recommendations made by 

the AG with accountable staff members identified and with initial focus on 

those of greatest significance. Progress towards the plan should be 

systematically monitored by management to ensure the implementation of 

recommendations within the foreseen timeframes.  
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2.2 Self-Assessment Checklist of FMC components  

The MoF has produced a detailed self-assessment checklist for Budget Organisations to support 

effective governance arrangements. For MFA audit we undertook we have tested the quality of 

FMC self-assessment questionnaires submitted to the Ministry by assessing each component. We 

have summarised our findings for MFA below and the summary of our work across all audits will 

be consolidated in our Annual Audit Report. This is not intended to give a commentary on the 

quality of the whole self-assessment questionnaire submission but will provide a ‘snapshot’ across 

a number of key questions to support the MoF in its attempts to increase the effectiveness of the 

process and develop the FMC system as a whole.  

 

Issue  4 – Self Assessment Checklist – High Priority 

Finding  As part of our audit we have considered key questions related to the five (5) 

components of the self-assessment checklist. For the questions considered 

we found that: 

1. The Self-Assessment questionnaire completed by MFA acknowledged 

that required risk management systems were not yet in place. This 

situation has arisen because MFA did not undertake any formal process 

to draft the risk register. Furthermore, the staff still does not understand 

the importance of implementing this legal requirement; and    

2. Comprehensive development strategy (involving stakeholder liaison 

and ensuring a fully costed strategy) are not considered in place, 

because the MFA did not draft a strategy which would serve as a 

roadmap for effective monitoring if the objectives were met. 

Risk Poor governance arrangements and lack of Organisation’s strategy may 

weaken operational processes and reduce the quality of services provided to 

citizens.  through inefficient and ineffective activities. Further on, the lack of 

effective risk management will reduce the quality of the implemented 

activities due to failure to take precautionary actions in time to avoid their 

impact. 

Recommendation 4 The Minister should ensure that the importance of drafting the 

Organization’s strategy as well as the development of a risk register by 

persons involved in the process is clearly understood. In this way, the MFA 

will be able to monitor and take timely action if obstacles in achieving its 

objectives appear. 
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2.3 Specific Governance Reviews 

Our work on specific areas of governance arrangements has been informed by our audit planning 

which considered the context within which MFA operates and the challenges that it faces.  

2.3.1 Managerial reporting and Accountability 

The Management applied a range of internal controls to ensure that financial systems and 

operational activities operate as intended. It is important that these include appropriate reporting 

to management to enable an effective and timely response to identified operational problems.  

From our review of management controls implemented in this area, we may conclude that 

management put in place an adequate organizational structure, delegated duties and 

responsibilities and it was informed about the processes developed within the Ministry. 

Departments and divisions prepare regular reports to the Secretary General, who also organises 

regular working meetings with Heads of the Unit. 

Recommendations 

We have no recommendations in this area 
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2.4 Internal Audit System  

Internal audit is a key part of the internal control system. We consider the scope of the internal 

audit work and the activities of the Audit Committee (AC). In addition, we consider the actions 

taken by senior management as a result of the work carried out by the internal audit and AC. 

The Internal Audit Unit (IAU) during 2016 operated with three (3) auditors including the Director 

of the Unit. 

IAU drafted a strategic internal audit plan for the period 2015-2017, where strategic objectives 

were foreseen. Further on, the annual plan was based on the strategic plan and was drafted based 

on risk assessment and their priorities. In the annual plan, IAU planned four (4) audits and one (1) 

audit on an ad hoc basis. The audit plan includes areas such as: Goods and Services, Wages and 

Salaries, Procurement Procedures, and Warehouse Management. 

For January-December 2016, IAU had fully implemented its plan, finalising four (4) reports and 

giving recommendations that were important for improving financial management procedures. 

However, the AC was not operational, and therefore the reports of the IAU were not reviewed, 

respectively the way the recommendations were implemented. 

 

Issue  5 – Audit Committee not functioning - High Priority 

Finding  AI 11/2010 on the Establishment and Functioning of the Internal Audit 

Committee article 5, specifies that AC should hold at least four (4) meetings 

during the year. AC had been in force until 06.06.2016, however they did not 

held any meetings to discuss the processes related to internal audit. Even 

after their mandate had expired, this detail was not noticed and as a result 

the new AC was not established, which had an impact on reports not being 

reviewed this year. 

Risk Non-functioning of AC significantly weakens the work and value of internal 

audit, including the whole process from planning to reporting, and 

implementation of recommendations. Furthermore, in the absence of AC 

there is a risk that the IAU is dependant from management. 

Recommendation 5 The Minister should ensure that  CA is established and operational in the 

shortest timeframe possible. Appointing a competent audit committee 

would increase the value of the internal audit and would provide a proper 

function in the chain of internal control system. 
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3 Financial Management and Control 

Introduction 

Our work on FMC outside of the areas of Governance referred to section two above reflects the 

detailed work undertaken on Revenue and Expenditure Systems in Budget Organisations. As part 

of this we consider Budget management, Procurement and Human Resources issues, and Assets 

and Liabilities. 

Financial Management and Control Conclusion 

MFA in general has good controls in relation to its statutory obligations. Financial management 

and control have proven a relatively good review process and assurance in implementing 

legislation and other control processes. However, a number of FMC processes need to be further 

improved to support the effective management of the Ministry’s activities. 

The budget process is well managed, with a execution percentage of 96%. As a result of opening 

new Kosovo Diplomatic Missions (KDMs), there was a significant increase in revenues in the MFA 

in relation to the previous year. Further on, procurement procedures were also effectively 

managed. 

Despite improvements in the abovementioned areas, additional actions are needed in processing 

of payment cases and asset management and reporting. Shortcomings have also been noticed in 

the area of subsidies. 
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3.1 Budget Planning and Execution 

We have considered the sources of budgetary funds, spending of funds by economic categories. 

This is highlighted in the following tables: 

Table 1. Own Source Revenues (in €) 

Description 
2016 

Receipts  
2015 

Receipts 
2014 

Receipts 

Own Source Revenues 2,546,086 1,838,477 1,629,568 

In 2016, the MFA collected €707,609  more revenues than in the previous year. Revenue are 

collected by KDMs equipping Kosovo citizens in the Diaspora with various documents as well as 

from issuing visas. Revenues increased also as a result of opening of new KDMs in 2016. 

Table 2. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget2 
2016 

Outturn 
2015 

Outturn 
2014 

Outturn 

Sources of Funds   19,059,429 19,824,809 19,213,681 18,243,748 18,336,576 

Government Grant -
Budget  

19,059,429 19,755,262 19,183,401 18,200,658 17,051,498 

Donor Grants 0 69,547 30,280 43,090 1,285,078 

The final budget in relation to the initial budget was increased by €765,380. This increase was 

made after the budget review and in line with Government decisions. In 2016, MFA used 96% of 

the final budget. A similar percentage of execution was in previous year as well. 

Table 3. Spending of funds by economic categories - (in €)  

Description 
Initial 

Budget 
Final 

Budget 
2016 

Outturn 
2015 

Outturn 
2014 

Outturn 

Spending of funds by 
economic categories 

19,059,429 19,824,809 19,213,681 18,243,748 18,336,577 

Wages and Salaries 5,261,267 5,768,977 5,759,871 5,046,204 4,798,956 

Goods and Services  12,403,547 12,684,559 12,088,464 12,446,918 12,582,038 

Utilities 538,051 385,507 380,578 354,966 391,310 

Subsidies and Transfers 100,000 364,547 364,470 98,029 64,500 

Capital Investments 756,564 621,220 620,298 297,631 499,773 

  

                                                      
2 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: 

 Under budget review, the category of Wages and Salaries increased by €507,710. This 

increase was due to the increase in the number of officers in diplomatic missions where by 

budget law the number of employees in diplomatic missions was 127, whilst the current 

number is 139. 

 By Government Decision 02/114 the category of Goods and Services amounted to €270,000 

as a result of the MFA request for repayment of the obligations for lobbying and 

consultancy services. The increase in value of €60,469 was the result of increased donor 

grants and €542 were transferred to this category from the subcategory of Utilities. Then 

under budget review this category was reduced by €50,000. 

 The amount of €596,095 in the category of Goods and Services at the end of the year 

remained unspent  and this was because some KDMs expenditures remained unrecorded 

as well as problems with KFMIS due to system blocking and non-ability to process 

payments. 

  The category of Utilities under budget review and some transfers across other categories 

was reduced by €152,544; 

 The increase in budget for Subsidies and Transfers was in the amount of €264,547. The 

increase of €200,000 is a result of the subsidy for the organization carried out in the 

“Canonisation and Declaration of Holiness of Mother Theresa”, while increases of €9,077 

and €55,470 were the result of grants from donors and transfers from other categories 

(utilities and capitals). 

 Capital Investment category was reduced by €135,344 as a result of government decisions 

on budget savings and some internal transfers that were supported by relevant decisions. 

 

3.1.1 Revenues  

Revenues collected by MFA in 2016 were in the amount of €2,546,086. 

We have tested the samples in terms of revenue collection and we have highlighted the 

shortcomings outlined below: 

 

Issue  6 – Delays in recording revenues - Medium Priority 

Finding  Financial Rule 03/2010 requires revenues to be recorded in KFMIS on a 

daily basis. However, because all revenues are cashed abroad, the MFA has 

issued internal regulations where revenue is required to be reported and 

recorded by the 15th of the following month. 

From the samples tested, all KDMs  had delays in recording revenues up to 

53 days. 
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This was due to the lack of sufficient staff in the MFA, where only one 

officer was tasked with checking-up and recording the revenues from all 

KDMs. The Secretary General sent a request for allowing the budget for this 

position in the MoF, but no answer was received yet. 

Risk Accurate information on existing revenues is not available in a timely 

manner to support management decision-making. Delays in reporting 

makes it impossible to carry out monthly reconciliations with the Treasury, 

and increase the risk of not including them at the end of the year. 

Recommendation 6 The Minister should negotiate further with MoF and MPA to allow staff 

recruitment, which would assist in recording and reconciliations in a timely 

manner. 

3.1.2 Wages and Salaries  

Wages and salaries are paid through a centralised system (payroll). Key controls that operate from 

the MFA relate to the calculation of salaries in line with the employment contracts and the 

applicable legislation. The approved number of employees in MFA together with KDMs was 275, 

whilst the current number of employees at the end of the year was 262. 

The number approved for KDMs was 127, while the current number was 139. The increase over 

the approved budget was due to the increase in the number of new missions. 

The final bud get for wage s and salarie s was € 5,768,977 which was spent a lmost 100%. We have reviewed the payroll as we ll a s comp ared the data pre sented by the Treasury, KFMIS and their pre sentation in the PFV. We  also te sted samples, includ ing personnel file s.  

Issue  7 - Shortcomings in Personnel Management - Medium Priority 

Finding  Regulation no. 06/2012 for appointments to the civil service determines that 

no senior management position can be covered with the Acting Duty for 

more than three (3) months. During the audit we noticed that one (1) 

management position was covered with Acting from July 2015. The 

Secretary General sent a request for allowing the budget for this position, 

but the request was rejected by the MoF. 

Risk Covering position with acting more than three months may affect the 

quality of work and the performance of the Organisation in general. 

Recommendation 7 The Minister should negotiate with the MoF, and look into the possibilities 

to allocate budget for salaries in line with the approved number of 

employees in order to create the opportunity to open recruitment 

procedures. 
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3.1.3 Goods and Services and Utilities  

The final budget for Goods and Services in 2016 was €12,684,559 with a spending percentage of 

95%. Expenditures for Goods and services mainly relate to KDMs expenditures. 

To evaluate the procurement process as well as the regularity of payments, we have tested 

payments made from this category as well as developed procurement procedures. 

From testing of procurement procedures we have noticed that controls in the field of procurement 

have operated well and we have not noticed any irregularities. However, in terms of substantive 

testing we have noticed the following shortcomings: 

 

Issue  8 - Delay in Recording Expenditures - Medium Priority 

Finding  AI no. 05/2012 Article 8 point 2 specifies that KDMs, by the 15th of the 

following month, send a report of expenditures to the Finance Department 

at the Ministry of Foreign Affairs, in order to record them in KFMIS. 

During our testing, we noticed that KDM in Berlin reported expenditures of 

February, March and April on time in the amount of €94,748, while the MFA 

recorded in KFMIS in September, a delay over five (5) months. We have a 

similar situation with KDM in Frankfurt where the expenditures of May in 

the amount of €22,733 were recorded in September. Similarly, KDM 

expenses in London in the amount of €28,986 of June were recorded in 

September. During the discussions we were informed that these 

shortcomings were the result of the lack of staff in the MFA, especially 

considering the number of KDMs is increasing. 

Risk Delays in recording expenditures have an impact on understatement of real 

expenditures, which make quarterly reconciliations difficult because the 

KFMIS does not provide an accurate balance. This also increases the risk 

that not all expenditures incurred during the year are included in the AFS. 

Recommendation 8 The Minister should ensure that control measures have been increased, 

including the number of additional staff, so that all recording in KFMIS are 

made within the specified timeframe. 
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Issue  9 - Lease payments after the consul’s mission ended - High Priority 

Finding  The Embassy in Bern paid the rent till September 2016 in the amount of 

€14,1663 for the apartment that was in use by the consul who served until 

30th of November 2015. According to the KDM officers, the rent payment 

was made to keep it for new appointees. However, none of the new 

diplomats agreed to accommodate this apartment. 

Risk Paying rent expenses without being used by KDMs is a misuse of public 

money and also affects in increasing the expenditures without benefiting the 

counter-value. 

Recommendation 9 The Minister should ensure effective controls in managing public money by 

KDMs. Payments are made only for the goods or services received. In cases 

when service benefits are terminated,  contracts should be terminated as 

well. 

Issue  10 - Exceeding certain limits for petty cash - Medium Priority 

Finding  AI no. 03/2012 on KDM Operational Expenditures Article 14 authorises 

KDMs to keep petty cash in the amount up to €500, reporting them through 

the monthly report. 

Finding  We have noticed that the Embassy in Bern and in Rome had filled up a fine 

cash register of up to 2,400 € within the month. During 2016, KDM in Bern 

spent €23,013 in cash, while the Embassy in Rome spent €11,208. 

Risk Exceeding defined limits represents improper payments that undermine 

KDMs budget, as well as large number of payments could avoid approval 

controls. 

Recommendation 10 The Minister should provide controls on managing with petty cash by 

KDMs. Payments should be allowed in line with the legal framework and 

not exceed the limits set. 

  

                                                      
3 The value paid 17,000 CHF. 
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3.1.4 Subsidies and Transfers    

The final budget for Subsidies and Transfers was €364,547. Out of them, in 2016, €364,470 was 

spent, or nearly 100%. Expenditures in this category mainly covered organising conferences 

related to the promotion of Kosovo in the international arena. During the testing, we have noted 

the following shortcomings: 

 

Issue  11 - Failure to obtain the necessary documentation for subsidies - High priority 

Finding  Financial Rule 01/2013 Article 36, paragraph 4, specifies that any subsidy 

granted should be based on an official agreement on the form of subsidy. 

The MFA executed the subsidy payment in the amount of €300,000  under 

the decision of the Government without preparing a formal agreement with 

the beneficiary, which would specify the terms of the subsidy. The 

Beneficiary  brought financial reports on this subsidy by the time we were in 

the audit. This resulted from a  decision which was emergent to be executed. 

In another case, the MFA through a cooperation agreement subsidised a 

group of journalists in the amount of €2,070, for the purpose of promoting 

Kosovo’s sport across Europe. In line with the agreement, the beneficiary 

had to report to the MFA regarding the implementation of the project 

within a period of three months from the date of payment. However, even 

though the deadline foreseen by the agreement expired, the beneficiary had 

not yet provided evidence (financial report) regarding the implementation 

of the project. Regarding this, the MFA did not take measures as foreseen by 

the agreement. 

Risk Paying subsidies without signing the preliminary agreement affects the 

poor management of subsidies and increases the risk that public money is 

misused. Similarly, failure to report on project implementation by the 

beneficiary increases the risk that the resources provided are not be used for 

the intended purpose. 

Recommendation 11 The Minister should ensure that any payment of subsidies from the MFA 

budget code is followed with an agreement with relevant terms and 

specifics. In addition, in cooperation with the Secretary General it should 

ensure that in cases of non-compliance by the beneficiaries, the measures set 

out in the agreement are taken. 
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3.1.5 Capital Investments  

The final budget for capital investments was € 756,564. Out of them in 2016, 621,220 € or 82% were 

spent. The capital investment costs relate to the acquisition of assets for the ministry and MDKs. 

Much of the payments were made from previous periods for the visa system project. 

 

Issue  12 - Weakness in Tender Evaluation - Medium Priority 

Finding  In the procurement procedure “Supply with furniture” in the amount of 

€7,138, one of the criteria required was the proof that Economic Operator 

(EO) carried out the same supplies in the last three (3) years. The tender 

winner failed to meet this criterion for the past three (3) years, but it 

provided evidence of supply that was older than the required period. 

Risk Failure to properly implement public procurement rules and guidelines 

may result in selection of ineligible bidders, breaching the principle of equal 

treatment of tenderers and poor value for money in procurement practices. 

Recommendation 12 The Minister should ensure that sufficient controls are exercised in order to 

rewarded with a contract only those EOs who meet the requirements in the 

tender dossier. 
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3.2 Assets 

3.2.1 Capital and Non Capital Assets 

Net Assets of the MFA were €4,372,873. According to the KFMIS accounting register, the net asset 

value (over €1,000) was €3,268,251, the value of non-capital assets (under €1,000) was €361,115, 

and the value of the stocks was €71,491. 

Our audit on asset management identified the following issues: 
 

Issue 13 - Weakness in warehouse management - Medium Priority 

Finding  Article 8, paragraph 4, of the Financial Rule on Asset Management specifies 

that every asset must be received at the warehouse by the receiving 

committee. While testing the payment “Toner Supply” we noticed that the 

goods in the amount of €1,855 were received without the Receiving 

Committee in place. 

Risk Receiving non-financial assets without verifying by the Receiving 

Committee increases the risk that the assets received are out of contractual 

terms concerning the quality and quantity. 

Recommendation 13 The Minister should ensure that all assets in the MFA are received through 

the Receiving Committee. If necessary, the responsible officers are provided 

with the necessary training on asset management regulations. 

3.3 Outstanding Liabilities  

The Statement of outstanding liabilities at the end of 2016 was €47,686. These liabilities are carried 

forward to be paid in 2017. 
 

Issue 14 - Delay in Payment of Liabilities - Medium Priority 

Finding  According to LPFMA, Article 29, each invoice must be paid within thirty 

(30) calendar days after the invoice is received. While testing of payments, 

we noticed that the obligation of July for expenditures concerning office 

supplies in the amount of €1,855 was paid 18 days after the legal deadline 

expired and was not reported to MoF/Treasury in the report for liabilities of 

July. 

Risk Failure to pay off debts in time may result in penalties for the Ministry, 

whilst deficient reporting of obligations prevents their short-term planning. 

Recommendation 14 The Minister should ensure that obligations  to suppliers are paid within the 

legal deadline in order to avoid the execution of direct payments from the 

Treasury. If for any reason the obligations remain unpaid, they must be 

reported to the Treasury. 

 

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

shall prevail. 
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Annex I: Audit Approach and Methodology 

The responsibilities placed on the Auditor and Those Charged with Governance are detailed in the 

Opinion set out in Section 1.1 of this report. 

While a key output of our work is the audit opinion this report reflects the totality of our work 

with specific focus also on Governance Issues including Financial Management and Control. The 

latter is informed by our extensive, risk based, compliance audit programme. 

The Executive Summary is intended to highlight the key finding of the audit and the key action 

that the Minister should ensure are taken to address identified management/control weaknesses. 

The detailed report provides an extensive summary of our audit finding with emphasis on 

determining the cause  audit findings and providing appropriate recommendations to address 

these. For completeness we have included issues identified at the interim audit where they remain 

relevant.  Our findings are defined as: 

High Priority - issues which if not addressed may result in a material weakness in internal control 

and where action will offer the potential for improvements to the efficiency and effectiveness of 

internal controls; and 

Medium Priority - issues which may not result in a material weakness but where action will also 

offer the potential for significant improvements to the efficiency and effectiveness of internal 

controls.  

Findings considered low priority were reported separately to finance staff .  

Our procedures included a review of the internal controls and accounting systems and associated 

substantive testing and associated governance arrangements only to the extent considered 

necessary for the effective performance of the audit. Audit findings should not be regarded as 

representing a comprehensive statement of all the weaknesses which exist, or all improvements 

which could be made to the systems and procedures operated.  
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Annex II: 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 III: Prior Year Recommendations  

Audit 
Component 

Recommendation  given Implemented  Under implementation  Not 
implemented 

Financial 
statements 

The Minister has to pay special importance to the 
reconciliation process relating to recording of expenditures 
and should monitor this process and push it forward in 
order to complete it as soon as possible. We encourage the 
management to make discussions with the MoF in order to 
conclude this process, which will also reflect on the MFA’s 
budget for the following years. 

 The Ministry had advanced in 
this process, as the 
reconciliation officer recorded 
some of these expenditures 
and a report was prepared for 
a portion at the end of the 
year. 

 

Financial 
statements 

The Minister has to ensure that preparation of AFS for 2016 
includes a detailed review of the draft statements by the 
management, with a focus on reconciliations of data and 
special treatment of areas that are considered high risk. The 
declaration signed by the CAO and CFO should not be 
submitted until all necessary controls are applied. 

 There were no errors in the 
current year's AFS, but this 
year, not even the assets 
purchased during the year 
and the software from the 
previous year were included. 

 

Revenues The Minister has to ensure that controls are effective and 
that external reporting requirements regarding revenues 
(reconciliations with the Treasury) are done every month as 
foreseen under the financial regulation on revenues.  

  No measures 
taken 

Implementation 
of prior year 
recommendations 

The Minister has to ensure that the action plan is revised, in 
order to analyse the causes behind unaddressed 
recommendations and set a new timeframe for addressing 
recommendations, with the staff members accountable and 
initial focus on the areas of greatest importance. 
Implementation of this plan should be monitored, and we 
expect progress over this. 

 Despite the progress in 
implementing the AG's 
recommendations, the same 
shortcomings are present this 
year as well. 
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Self-assessment 
checklist 

The Minister has to ensure that is applied a review over the 
completion of the self-assessment checklist, and that areas 
with weaknesses are addressed proactively. In addition, 
should be applied a revised mechanism in order to confirm 
the accuracy of the checklist and to ensure supporting 
documentation. 

  No measures 
taken 

Risk 
Management 

The Minister should ensure through Secretary General that 
immediate responsibility for risk management is delegated 
to responsible officials and ensure monthly reporting on the 
implementation of requirements in this area by monitoring 
how the risks are being managed 

  No measures 
taken 

  Internal audit The Minister has to ensure that there is good communication 
between the management, Audit Committee and IAU, so 
that are identified shortcomings of internal controls, while 
the audits should be directed towards areas where the risk 
from shortcomings is greater. In addition, actions should be 
taken so that IAU recommendations are implemented in 
practice, where the Audit Committee plays a key role in 
monitoring and advancing this process.  

  No measures 
taken 

Budget The Minister has to ensure that is carried out an assessment 
on the reasons that relate to the need of frequent budget 
changes. In addition, should ensure that budget preparation 
is preceded by a detailed analysis that reflects information 
fully, including the expenditures of the prior year/expected 
changes in the year, etc. Budget performance should be 
monitored, and address barriers identified upon execution 
of planned budget levels. 

Yes   
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Procurement The Minister through the procurement manager has to 
ensure an effective cooperation between the requesting units 
and the procurement department in the planning process. 
This should be done by planning timely and by linking the 
procurement with the allocated budget. Developing open 
procedures enables a proper competition, and more 
economic expenses. 

Yes   

Project 
monitoring 

The Minister has to ensure that prior to carrying out 
remaining payments the project is implemented in full 
compliance with the agreement. This can be done by 
establishing a committee that consists of professional staff 
that would verify the degree of project implementation, and 
after receiving committee’s report to proceed with payment 
of outstanding liabilities. 

 The Ministry had foreseen 
this project and planned and 
executed from Capital 
Investments, the reports 
again did not contain detailed 
information.. 

 

Payments for 
wages from the 
category of goods 

The Minister has to ensure that funds are being used in 
accordance with the law and for the purposes intended. 

Yes   

Diplomatic 
missions 

The Minister has to ensure that DCMs that use a currency 
different from Euro, in terms of the exchange rate they apply 
a criterion, and the recording of expenditures and revenues 
should be fully reconciled. Due to this, the expenditures and 
revenues would be realistic and there would be no 
overestimation or underestimation. 

 The MFA in 2016 made 
efforts to approximate the 
records with KDMs which 
have non-Euro currency. 

 

Diplomatic 
missions 

The Minister has to ensure that control measures are 
increased in order to eliminate delays in recording of 
expenditures by the expenditure officers in the Ministry. In 
cases where there are differences of expenditures, which 
according to the officials cannot be recorded, then should be 
requested documents or additional explanation by the 
respective DCM. 

  No measures 
taken 
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Wages and 
salaries 

The Minister has to ensure that the specific criteria for 
Foreign Service promotions and appointments are applied in 
all cases. In addition, the timeframe of service contracts 
should be adhered to, as well as for Acting as foreseen under 
the legislation to ensure timely recruitments. 

 Even this year, it continued to 
cover position with Acting 
beyond the legal deadline, yet 
we did not identify any 
promotion cases as well as 
service contracts outside the 
legal requirements. 

 

Subsidies and 
Transfers 

The Minister has to ensure that granting of subsidies is 
monitored through narrative and financial reports, so that 
management ensures that funds are spent according to the 
request submitted in the project proposal. 

 During the year we did not 
identify any project that did 
not submit a report, however 
the delays were quite 
significant in the reporting. 

 

Revenues The Minister has to increase the level of responsibility of the 
Heads of diplomatic missions in order to avoid delays and 
to ensure that all revenues are reported and recorded on 
time in the KFMIS. 

  No measures 
taken 

Assets The Minister has to enhance controls over assets 
management by ensuring timely accurate and complete 
recording and reporting of assets owned by the MFA. In 
addition, inventory and valuation of assets should be done 
in full compliance with requirements of Financial Rule no. 
02/2013. 

  No measures 
taken 

Assets The Minister has to ensure that CAO undertakes effective 
actions to strengthen controls over warehouse and vehicle 
management. Every item should be received by the 
receiving officer (warehouse official) or the acceptance 
committee, in respective cases. In addition, the Minister has 
to ensure that are applied effective controls in order to 
prevent the use of vehicles outside working hours without a 
prior approval. This will result in an efficient use of vehicles. 

 We have noticed that even in 
2016 assets were received 
without committees 
regarding the use of  vehicles 
in our tests, no shortcomings 
were noticed. 
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Obligations The Minister has to ensure establishment of an effective 
system where the invoices are received and recorded in one 
place and then be distributed to relevant officials. This 
practice would ensure accurate and complete reporting of 
liabilities, and complete information on current liabilities to 
the management and other stakeholders. In addition, in the 
monthly reports should be followed the chronology of 
outstanding invoices so that outstanding invoices are 
reported until they are paid, and the management and 
Treasury to have accurate information on outstanding 
liabilities. 

  No measures 
taken 
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Annex IV: Letter of confirmation 

 

 

LETTER OF CONFIRMATION  

For having agreed on the Auditor General’s findings of 2016 and implementation of 

recommendations:   

 

To: National Audit Office                                                                        Venue and date: 02.06.2017 

 

 

Honoured, 

We hereby confirm that: 

 We have received the draft audit report of the National Audit Office on the 2016 Annual 

Financial Statements of the Ministry of Foreign Affairs, hereinafter referred to as the 

Report; 

 Agree on the findings and recommendations and I have no comment on the content of the 

Report; and  

 Within 30 days from receiving the final report, I will submit the action plan on 

implementation of recommendations including the deadlines and responsible staff for their 

implementation.  

 

 

Secretary General: 

Mr. Fitim Sadiku 
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