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

institution of economic and financial control, which according to the 

Constitution and domestic laws, enjoys functional, financial and 

operational independence. The National Audit Office undertakes 

regularity and performance audits and is accountable to the 

Assembly of Kosovo.  

Our Mission is through quality audits strengthen accountability in 

public administration for an effective, efficient and economic use of 

national resources.  

We perform audits in line with internationally recognized public 

sector auditing standards and good European practices. 

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base for holding 

managers’ of individual budget organisations to account. We are thus 

building confidence in the spending of public funds and playing an 

active role in securing taxpayers’ and other stakeholders’ interests in 

enhancing public accountability. 

The Auditor General has decided on the audit opinion on the Annual 

Financial Statements of the Ministry of Diaspora and Strategic 

Investments, in consultation with the Assistant Auditor General, 

Emine Fazliu, who supervised the audit. 

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

Maxhuni (team leader), Florë Berisha-Kutllovci and Agim 

Sogojeva (team members) under the management of the Head of 

Audit Department Bujar Bajraktari.  

 

 

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

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 2017 Annual Financial 

Statements of Ministry of Diaspora and Strategic Investments, which determines the Opinion 

given by the Auditor General. The examination of the 2017 financial statements was undertaken in 

accordance with the International Standards on Supreme Audit Institutions (ISSAIs). Our 

approach included such tests and procedures, as we deemed necessary to arrive at an opinion on 

the financial statements. The applied audit approach is set out in our External Audit Plan dated 

23/11/2017.    

Our audit focus has been on:  

 

The level of work undertaken by the National Audit Office to complete the 2017 audit is 

determined depending of the quality of internal controls implemented by the Management of the 

Ministry of Diaspora and Strategic Investments.   

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

during the audit process. 

Opinion of the Auditor General 

Qualified Opinion  

The Annual Financial Statements for 2017 present a true and fair view in all material aspects, with 

the exception of salary payments for directors of three Kosovo Cultural Centres in Diaspora and 

Migration (KCCDM) in the amount of €65,849 from goods and services, while these expenditures 

should have been paid from wages and salaries.  

For more, please refer to Section 1.2 of this report.  

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

The Annual Financial 
Statements

Financial 
Management and 

Control

Prior and earlier year 
Recommendations 
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Key Conclusions and Recommendations  

 

 

 

 

 

Minister’s response - audit 2017 

The Minister has considered and agreed with all detailed audit findings and conclusions, except 

for the audit opinion and comments, which can be found in Annex III. 

Qualification of Opinion reflects 
weaknesses of the Ministry on 

management of recruitment 
process of directors of CCKDMs 

and their salaries.

The Minister should analyse the reasons for 
the Qualification of Opinion in 2017 and 

identify actions required to recruit directors 
of CCKDMs and their salaries should be 
paid in line with legal requirements. (see 

subchapter 2.1)

Budget execution in general, as 
well as in economic categories 

remains a challenge for the 
Ministry. 

The Minister should ensure that budget 
performance is monitored on monthly 

basis. Corrective actions should be taken 
to address the causes that affect low level 

of budget execution. (see issue 2)

Although internal controls have 
operated effectively in some areas, 
significant weaknesses have been 

noticed in some important 
financial systems, such as 

personnel management, goods and 
services, subsidies and transfers.

The Minister should conduct a review of 
processes in areas where we have raised 
issues for improvement. (see issues 3-7)

Governance arrangements that 
relate to assets management, 

implementation of AG’s 
recommendations and risk 
management were not at a 

satisfactory level.

The Minister should ensure that 
governance arrangements are critically 

reviewed to ensure that adequate changes 
are made for improvement of assets 
management, increase the level of 

implementation of AG’s recommendations, 
and risk management. (see issues 8-10)
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1 Audit Scope and Methodology 

Introduction  

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

involves the examination and evaluation of Financial Statements and other financial records and 

expression of opinions on: 

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

affairs for the audit period; 

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

regulations;  

 The appropriateness of internal controls and internal audit functions; and 

 All matters arising from or relating to the audit. 

Audit work undertaken reflected our audit risk assessment for the Ministry of Diaspora and 

Strategic Investments. We have analysed MDSI’s business to the extent to which management 

controls can be relied upon when determining the overall testing required to provide the 

necessary level of evidence to support the AG’s opinion. 

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

observations and recommendations in each area of review. Management’s responses to our 

findings can be found in Annex III.    

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

substantive tests and related governance arrangements to the extent considered necessary for the 

effective performance of the audit. Audit findings should not be regarded as representing a 

comprehensive statement of all the weaknesses which exist, or all improvements which could be 

made to the systems and procedures operated. 

  



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

 

 
7 

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 recorded in the AFS. We also consider the 

Declaration made by the Chief Administrative Officer and Chief Financial Officer when the draft 

AFS are submitted to the Ministry of Finance. 

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

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

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

information has been provided to ensure that an audit process can be undertaken.   

2.1 Audit Opinion  

Qualified Opinion 

We have audited the AFS of the Ministry of Ministry of Diaspora and Strategic Investments for the 

year ended on 31st of December 2017 which comprise of the Statement of Cash Receipts and 

Payments, Budget Execution Statement, Disclosure and other accompanying reports.  

In our opinion, with the exception of the effect of the issue described in the paragraph of “Basis for 

Opinion”, Annual Financial Statements for the year ended on 31st of December 2017 present a true 

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

Standards (according to cash based accounting), Law no.03/L-048 on Public Financial 

Management and Accountability (as amended and supplemented) and Regulation MoF 

no.01/2017 on Annual Financial Reporting by Budget Organisations.  

Basis for the qualified opinion 

The MDSI during 2017 had paid on behalf of salaries for “directors” of three Kosovo Cultural 

Centres in Diaspora and Migration (KCCDM) in the amount of €65,849 from goods and services, 

while these expenditures should have been paid from wages and salaries. This has happened 

because these directors were not selected under public competition and in line with civil service 

rules, as required under the Law on Diaspora and Migration, well as the Regulation on election of 

the Director of KCCDM. Since the establishment of KCCDMs (in 2013 in Turkey, and 2014 in 

Switzerland and Sweden), directors1 have been engaged based on decisions as Acting Duty and 

                                                      
1 In two centres (Turkey and Sweden) the same are Acting Directors since establishment, while in Switzerland was 

changed in 2017. 
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without being subject to recruitment procedures. These decisions are not in accordance with 

applicable legislation and rules, while due to such execution of payments has resulted in material 

misclassification of expenditures compared to goods and services, as well as wages and salaries in 

the AFS, and for this reason we have qualified our 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. 

Responsibility of Management and Persons Charged with Governance for AFS  

The Secretary General of the Ministry of Diaspora and Strategic Investments, is responsible for the 

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

Sector Accounting Standards – Financial Reporting under the Modified Cash based Accounting 

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

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

includes the application of Law no. 03/L-048 on Public Financial Management and Accountability 

(as amended and supplemented).  

The Minister is responsible to ensure 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 detect every material misstatement that might exist. Misstatements 

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

could influence the decisions taken on the basis of these AFS. 

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

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

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

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

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

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

the entity’s internal control.  

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

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

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

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

requirements. We considered: 

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

Organisations; 

 Requirements of LPFMA no. 03/ L-048, (as amended and supplemented); 

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

 Action Plan on implementation of recommendations;  

 Requirements of Financial Management and Control (FMC) procedures; 

 Draft and final procurement plan; 

 Quarterly financial reports; and 

 Operational reports.   

In the context of AFS we have no issues to raise. Ministry of Diaspora and Strategic Investments 

has submitted the AFS within the timeframe that contained no errors. Therefore, the Declaration 

made by the Chief Administrative Officer and Chief Financial Officer upon submission of draft 

AFS to the Ministry of Finance can be considered accurate and fair.  

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

2.3 Recommendations related to Annual Financial Statements 

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

causes of the qualification of opinion. Actions should be taken within a 

reasonable time to recruit directors of CCKDMs in line with legal 

requirements, so that the same are entered into the payroll system and paid 

out of the adequate expenditure category. 
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3 Financial Management and Control 

Introduction 

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

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

focus of the audit was budget management, procurement issues, human resources as well as assets 

and liabilities. 

Financial Management and Control Conclusion 

Despite the fact that MDIS has established relatively good controls in relation to its statutory 

obligations, financial management and control should prove a better process of review and 

assurance in implementation of legislation and other control processes. 

However, our audit has noticed some weaknesses in terms of compliance with legislation, which 

mainly includes covering of positions with Acting for more than three months, lack of monitoring 

of subsidies, failure to close advances within the legal deadline and compliance with procurement 

procedures.  

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 
2017 

Outturn 
2016 

Outturn 
2015 

Outturn 

Sources of Funds   1,626,562 1,525,029 1,314,023 1,752,549 1,531,203 

Government Grant -Budget  1,626,562 1,525,029 1,314,023 1,752,549 1,531,203 

The final budget compared to the initial budget was reduced by €101,533. This reduction resulted 

due to budget cuts done with Government decisions. 

In 2017, MDSI had spent 86% of the final budget. If we compare it with last year, we have a 

decrease of budget execution by 14%. Budget execution was especially low at goods and services, 

utilities and subsidies and transfers.   

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

Description 
Initial 

Budget 
Final 

Budget 
2017 

Outturn 
2016 

Outturn 
2015 

Outturn 

Spending of funds by 
economic categories 

1,626,562 1,525,029 1,314,023 1,752,549 1,531,203 

Wages and Salaries 478,748 479,350 479,350 476,868 424,884 

Goods and Services  992,314 901,179 715,636 1,135,696 969,212 

Utilities 25,500 14,500 8,787 9,985 9,718 

Subsidies and Transfers  130,000 130,000 110,250 130,000 127,389 

Explanations for changes in budget categories are given below:   

 In the category of Wages and Salaries the final budget was increased by €602. Budget 

execution in this category was at 100%;  

 The final budget for goods and services was reduced by €91,135 compared to the initial 

budget. This decrease was done based on Government’s decision on behalf of budget 

savings. Regardless, only 79% of the budget was spent; 

 The final budget for utilities was reduced by €11,000 compared to the initial budget. This 

decrease was done based on Government’s decision on behalf of budget savings, while 

budget execution was at 61%; and 

 The final budget for subsidies and transfers compared to the initial one had not suffered 

any changes, while spending in this economic category was at 85%.  
 

Issue  2 - Budget Execution 

Finding  Budget execution of goods and services and utilities were the main 

challenges faced by the MDIS. For 2017, was spent 79% of the budget of 

goods and services, while the budget of utilities was spent only 61%. While 

in subsidies and transfers the execution was about 85% of the budget. 

Reasons for such expenditure are due to delays in the budget review, then 

was foreseen opening of three other cultural centres in diaspora which had 

not occurred, out of subsidies and transfers was planned engagement of 

external experts from diaspora, but they have not been selected because 

requests were made late, etc.  

Risk Due to unsatisfactory budget execution results in inefficient use of MDSI 

resources, and is an indicator of poor budget planning in these economic 

categories. 

Recommendation 2 The Minister should ensure that budget performance is systematically 

monitored on monthly basis. In addition, corrective actions should be taken 

to addresses causes and obstacles that have impact on low level of budget 

execution.  
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3.2 Wages and Salaries 

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

Furthermore, there are a number of controls that operate within the MDSI which relate to 

determination of salary multipliers, approval of allowances, etc. Therefore, it is important to have 

effective controls to ensure that these actions are in line with applicable rules. In this category of 

expenditures during 2017 were spent €479,350 or 100% of the final budget. Our tests have not 

identified any issues in this area. 

Recommendations 

We have no recommendations in this area. 

3.3 Personnel Management 

Personnel management includes all actions related to recruitment, contracts, training, promotion, 

leaves, etc. We have tested a number of samples to ensure that the actions taken in this area are in 

accordance with applicable regulations. From the tests carried out, have resulted the following: 

 

Issue  3 - Lack of staff performance appraisal  

Finding  According to Article 33 of the Law No. 03/L-149 on Civil Service of the 

Republic of Kosovo, and based on Regulation No. 19/2012 on  Civil  

Servant’s Performance Appraisal Results, is required that the staff is subject 

to annual appraisal of performance. While reviewing personal files we 

noticed that 14 civil servants were not appraised for 2017, out of which three 

were positions from the professional category, and 11 positions from the 

management level. Appraisal was not carried out despite the constant 

demand by the head of personnel. 

Risk Due to lack of performance appraisal of civil servants leads to lack of 

information for the senior management on staff performance, and lack of 

information on staff’s potential need for training. 

Recommendation 3 The Minister should ensure that all necessary actions are undertaken so that 

the performance appraisal of civil servants is done according to legal 

provisions.  
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3.4 Goods and Services and Utilities  

The final budget for goods and services and utilities in 2017 was €915,679, out of which were spent 

€724,423. They relate to various office supplies, vehicle servicing and maintenance, furniture, toner 

supplies etc.  

 

Issue  4 – Inadequate segregation of duties 

Finding  Public Procurement Operational Guideline stipulates that an officer from a 

department that has prepared specifications and/or terms of reference, has 

established quality standards, or has prepared drawings cannot participate 

as a member of the evaluation committee. We have noticed that in the 

procurement process for “Services for scene, lighting and sound for 

activities days of diaspora” in the amount of €3,500, the same officer had 

prepared technical specifications and participated in the tender evaluation 

committee. 

Risk Inadequate segregation of duties during the procurement process poses a 

risk of showing favouritism towards certain economic operators, and 

reduces equal treatment and transparency of the institution.  

Recommendation 4 The Minister should ensure that there will be proper segregation of duties 

during the development of procurement procedures, so that officials that 

have prepared the terms of reference/technical specifications do not 

participate in bid evaluation. 
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Issue  5 – Failure to close advances and closing of advances with delay 

Finding  Article 8 of the AI 2004/07 on Official Travel specifies that advances should 

be closed 15 days after returning from the official travel. MDSI had 

presented in the AFS four unclosed advances in the amount of €7,218. These 

advances remained open due to the negligence of the travelling officials, 

who had not presented the evidence and had not made reconciliations with 

the finance department after returning from the trip. 

Furthermore, we have identified three cases/advances with amounts €6,220, 

€1,311 and €678, which were not closed within the legal deadline. Delays 

ranged from 15 to 200 days. 

Risk Failure to justify travel expenses and close advances poses a risk as funds 

may be used not in line with the purpose intended and applicable rules. 

Recommendation 5 The Minister should ensure that all staff members that stay for abroad visits, 

seminars, etc., upon returning should fulfil legal obligations on justification 

of expenses and closing of advances, in agreement with applicable rules.  

Issue  6 - Engagement under special services contracts without recruitment procedures 

Finding  According to the Law on Civil Service, appointments for a shorter period of 

time of less than six (6) months will be made based on contracts called 

“Special Services Contracts” which are subject to the Law on Obligations 

and for which is applied a simplified recruitment procedure. We have 

noticed that MDSI during 2017 had engaged 12 people with special services 

contracts, where recruitment procedures for nine positions were developed 

after six months had passed. Through simplified recruitment procedures the 

same persons were engaged for another six months, while for three 

positions were not developed simplified recruitment procedures at all. 

Risk Engaging employees with special services contracts by avoiding recruitment 

procedures, minimizes the competition and increases the risk of engaging 

inadequate persons in certain positions. 

Recommendation 6 The Minister should initiate a comprehensive review in order to determine 

properly needs for staff, so that all necessary positions are filled with 

regular staff. If there is a need to recruit staff for a short period of time then 

should be developed procedures in accordance with the legal provisions. 
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3.5 Capital Investments  

The final budget for capital investments was €130,000, out of which were spent €110,250. Funds 

were spent mainly for cultural activities, while our tests have not identified the following 

shortcomings: 

 

Issue  7 – Poor monitoring of subsidies and lack of reports by beneficiaries  

Finding  Regulation No. 01/2017 on the criteria and the manner of subsidizing 

projects for Diaspora stipulates that the project beneficiary is obligated to 

fully meet obligations established under the subsidy agreement. Subsidy 

agreements obligate beneficiaries that within 30 days from the completion of 

project they are to submit a detailed report to the monitoring officer on 

fulfilment of obligations stipulated under the agreement, along with 

accompanying invoices.  

In four cases, subsidy beneficiaries had not reported within the defined 

deadline. Delays ranged up to four months, while the total value of these 

projects was €7,950. 

In addition, in five other cases with a total value of €10,100, were not 

provided evidence (feedback reports) by the beneficiaries on the manner of 

spending the funds provided by the Ministry. 

Risk Delays in reporting and justification of subsidies pose a risk as MDSI may 

not be timely aware on development of projects that help achieve its 

objectives. In addition, lack of reports by beneficiaries on justification of 

expenditures does not provide assurance that funds have been used 

according to the project proposals and the purpose of subsidies. These 

delays also increase the risk of funds being used for other purposes. 

Recommendation 7 The Minister should ensure that relevant departments oversee and report in 

a detailed manner, and that payments are accompanied by sufficient and 

adequate evidence in order to ensure that the subsidy is being spent 

according to the intended purpose. 
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3.6 Capital and Non-Capital Assets   

In the AFS of MDSI for 2017 were presented capital assets €42,706 (over €1,000) and assets €63,802 

(under €1,000). Our audit identified the following issues: 

 

Issue  8 – Deficiencies in assets management 

Finding  Article 4.1 of Regulation 02/2013 on Management of Financial Assets 

stipulates that the Chief Administrative Officer is responsible for the 

approval of internal rules and procedures for recording, storing and 

alienation of non-financial assets”. We have noticed that the MDSI did not 

have internal procedures for assets management. 

In addition, MDIS had conducted assets inventory for 2017, but the 

inventory report was not reconciled with assets registers. As a result, we 

cannot take assurance that the state of assets presented in the AFS is 

accurate and correct. 

Risk Lack of internal procedures for recording, storing and alienation of assets 

may affect Ministry’s assets management quality. Due to the failure to 

reconcile the factual situation of assets identified during inventory, with 

assets registers can result in inaccurate assets information for the 

management. Consequently, the information disclosed in the AFS may not 

be accurate. 

Recommendation 8 The Minister should ensure that assets management is conducted in 

accordance with current legal requirements. In addition, should be 

approved internal rules and procedures for recording, storing and 

alienation of non-financial assets, as required under the Regulation 02/2013. 

Also should be done reconciliation of assets state with the assets inventory 

report in order to make fair presentation of information in the AFS. 

3.7 Outstanding Liabilities  

The MDSI has disclosed outstanding liabilities in the AFS for 2017 in accordance with the 

Financial Rule no. 02/2013/MoF on reporting of outstanding liabilities by budget organizations. 

The value of liabilities was €4,416, which were carried forward to be paid in 2018. Compared to 

2016, MDSI has shown progress in managing outstanding invoices, by reducing liabilities at the 

end of the year 2017 (outstanding liabilities at the end of 2016 were €9,040).   

Recommendations  

We have no recommendations in this area. 
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4 Progress in implementing recommendations 

Our Audit Report on the 2016 AFS of Ministry of Diaspora and Strategic Investments had resulted 

with 11 recommendations. MDSI had prepared an Action Plan stating how all recommendations 

will be implemented.  

At the end of our 2017 audit, five recommendations have been implemented; one was in process; 

and five other have not been addressed yet. In addition, from 2015 were carried over seven 

recommendations (three implemented and four under implementation). During 2017, four of these 

recommendations were in the process of implementation and three were not implemented. For a 

more thorough description of the recommendations and how they are addressed, see Annex II.   

 

Issue  9 Implementation of prior and earlier year recommendations 

Finding  Although the management had made efforts to implement 

recommendations, it has not managed yet to address them at the 

satisfactory level due to lack of formal monitoring on the manner of 

implementation of AG’s recommendations, as only a part of prior year 

recommendations and those carried forward have been implemented. 

Risk Failure to address prior year recommendations results in continuous 

weaknesses in internal controls by resulting in: 

 Delays in closing advances; 

 Continuous covering of positions with Acting; and 

 Poor monitoring of subsidy spending and lack of reports by 

beneficiaries on the manner of spending of funds. 

Recommendation 9 The Minister should ensure that the action plan is implemented, which 

defines exact timelines for implementation of recommendations given by 

the AG, with the responsible staff identified, by focusing initially on most 

important areas. 
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5 Good Governance 

Introduction 

Good Governance implies basic principles of accountability, effectiveness of controls, risk 

management, independence of internal audit, coordination of NAO with internal audit and good 

governance with public assets. 

A key tool supporting effective governance is the implementation of audit recommendations as 

this demonstrates that management are seeking to develop existing processes and controls. The 

level of compliance with FMC requirements by Budget Organizations is monitored by the self-

assessment checklists completed by all BOs, which are submitted at the end of the year to the 

Ministry of Finance. 

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

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

above.  

Overall Governance Conclusion  

The MDSI has made progress in governance by making some improvements in internal control 

systems, where it established the Internal Audit Unit. However, there are some areas where 

corrective actions are needed. Monitoring subsidies, closing of advances within the legal deadline, 

covering positions with Acting for more than three months, staff appraisal according to legal 

procedures, assets management, compliance with procurement procedures, complete and 

qualitative addressing of our recommendations remains a challenge for the MDSI. Although the 

Internal Audit was established in the second half of 2017, it had provided a clear picture on the 

level of security of internal controls and provided recommendations for their improvement, but 

this should be supported by corrective actions by the management. 

The Ministry has drafted the Strategy for Diaspora and Migration (2013-2018). Implementation of 

this requires effective internal controls and compliance with legal procedures. Therefore, 

maximum commitment is needed by the management to achieve goals and objectives established. 

5.1 Internal Audit System 

The MDSI on 19.07.2017 had established the Internal Audit Unit (IAU) in accordance with the 

Administrative Instruction No 23/2009 on establishment and functioning of internal audit units in 

public 

The IAU had prepared an ad hoc plan for 2017 wherein were foreseen two audits which were 

completed covering that covered current year’s activities on assets management and personnel 

management. 



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

 

 
19 

Our assessment is that although this unit was established in the second half of this year, the two 

completed reports were qualitative and had provided to the management a clear picture on the 

manner internal controls were operated in the audited areas, and were given specific 

recommendations for further improvement. 

The MDSI has also established an Audit Committee (AC), which for a short period of time has 

held three meetings. In these meetings was mainly discussed about the strategic plan and the 

annual plan that were approved by AC. 

5.2 Management Reporting, Accountability and Risk Management 

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

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

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

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

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

risks threatening the Organization. 

Although, a range of internal controls are applied by Management to ensure that systems and 

operate as intended, we have noticed that the measures applied are weak and ineffective and 

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

Management of MDSI has designed relatively good internal control3 and financial management 

systems, including the organizational structure and accountability lines. 

All budget organizations are expected to apply risk assessment. Guidelines established by FMC 

rules and Rule 01/2010 require the risk register to be complete in order to support effective, 

operational and strategic management. 

                                                      
3 For the audit purposes of AFS, we have not managed to rely on internal controls as they have not fully addressed audit 

assertions. 
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Issue  10 – Management of risks  

Finding  According to the FMC rules, MDSI should establish procedures for risk 

management. These procedures should include a register of risks that 

potentially threaten achievement of strategic objectives, as well as the risk 

management plan. However, MDSI has not managed to establish these 

procedures despite the fact that we had recommended this in the audit 

report for 2016. 

Risk Lack of effective risk management can reduce the quality of activities 

carried out, as risks are not addressed in a timely manner and precautionary 

actions not taken on time to avoid their impact. 

Recommendation 10 The Minister should ensure establishment of formal procedures for risk 

management, in accordance with FMC requirements. Initially should be 

drafted a register with potential risks that threaten achievement of 

Ministry’s objectives. Afterwards, should be developed a risk management 

plan which includes measures that will be taken to mitigate risks. In 

addition, risk management plan should be monitored on quarterly basis and 

results should be communicated to the senior management. 

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. 

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 
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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. 

158. An Emphasis of Matter paragraph should: 

 be included immediately after the opinion; 

 use the Heading “Emphasis of Matter” or another appropriate heading; 

 include a clear reference to the matter being emphasised and indicate where the relevant 

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

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

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

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

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

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

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

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

Audit Component Recommendation  carried forward from 2015 Implemented 
during 2017  

Under implementation 
during 2017 

Not 
implemented 

2.3 Prior Year 
Recommendations 

The Minister should ensure that a revised action 
plan is implemented which clearly sets out a 
timetable for addressing the recommendations 
made by the AG.  

 The plan was not reviewed 
formally, but some of the 
recommendations were 
implemented. 

 

2.4 Self-Assessment 
Checklist  

The Minister should ensure that a review of the 
processes for completing the self-assessment 
checklist, in particular risk management is 
implemented. To ensure when designing the new 
strategy that funds are initially ensured then to 
continue with its approval.  

  Not 
implemented. 

2.5.1 Risk 
Assessment 

The Minister should ensure that immediate 
responsibility for production of risk management list is 
delegated to relevant officers accompanied by CAO 
monitoring.  

  Not 
implemented. 

2.5.2 Management 
Reporting  

The Minister should ensure that a review is 
implemented to determine the format of financial 
reporting to senior management where every manager 
reports and monitors activities towards objectives 
implementation and budget appropriated for the 
respective unit.  

 This recommendation has 
been partially implemented. 
Monthly reports are 
prepared by department 
directors but these reports 
do not contain any 
comparisons of the results 
with the objectives. 
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3.4 Procurement 

 

The Minister should ensure that all purchases or 
services are contracted in compliance with LPP 
requirements, and that all payments are executed in 
compliance with the law and relevant regulations.  

Implemented   

 

 

 

 

3.5 Expenditure not 
related to 
Procurement 

Minister to ensure that agreements are signed only 
after all legal requirements to reach an agreement with 
external parties are considered. Also, all payments to 
be executed in compliance with the law. This will 
ensure a more effective control by MoD and high-
quality services with more favourable prices.  

 This recommendation was 
partially implemented. 
There were no payments in 
cash, but the same manner 
of payments for KCCDM 
directors continues. 

 

3.5.2 Subsidies and 
Transfers 

The Minister should ensure that the subsidies are given 
to eligible applicants who meet all criteria and 
requirements set by the regulations and that this is 
evidenced by relevant documentation. He should also 
enhance control actions on monitoring subsidized 
projects so there are regular reports from beneficiaries. 

 This recommendation has 
been partially implemented. 
Beneficiaries of subsidies 
have met the criteria but 
problems with monitoring 
and feedback reports 
continue. 

 

3.5.2 Subsidies and 
Transfers 

The Minister should review the effectiveness of the 
process placed on subsidies management. Decisions on 
subsidies should clearly identify beneficiaries’ specific 
activities for which those subsidies are given. This 
would facilitate the reporting process by beneficiaries 
and their monitoring by the Ministry. MoD officers 
reporting on their attendance in activities organized by 
MoD would give an accurate picture on the impact of 
such events.  

  Not 
implemented. 
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3.6 Assets and 
Liabilities  

The Minister should ensure that complete and accurate 
registries of assets under €1,000 are kept, and that the 
state of stocks in the warehouse is the same with the 
reports during their physical count.  

Implemented.   

Audit Component Recommendation given in 2016 Implemented Under implementation  Not 
implemented 

1.2 Compliance with 
AFS and other 
reporting 
requirements  

The Minister should ensure that a detailed analysis is 
undertaken to determine the causes for qualifying the 
opinion. In this aspect, actions 

should be taken to address the causes related to 
misstatements of expenditures, to ensure a proper 
budgeting according to economic categories. Further 
on, the Management should thoroughly review the 
draft AFS with specific focus on high risk areas and/or 
areas where errors have been identified. 

Implemented.   

2.1 Progress in the 
Implementation of 
Prior Year 

Recommendations  

The Minister should ensure that the Action Plan for 
implementing the recommendations is being 
monitored regularly and implemented in line with the 
foreseen timeframe. Primary focus should be on 
recommendations that affect the most important areas 
of financial management and controls. 

 Partially implemented, as 
some of the 
recommendations have not 
been addressed yet.  
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2.2 Self-Assessment 
Checklist of FMC 
components 

The Minister should negotiate with MoF when it 
comes to the training of officials involved in drafting 
the risk register, within the shortest time possible. This 
way, a qualitative risk management register would be 
finalised facilitating the monitoring process. In 
addition, a rigorous review should be implemented to 
complete the self-assessment checklist in order to 
ensure that areas with weaknesses are addressed. It 
should apply a formal mechanism to confirm the 
accuracy of the assessments given in the checklist and 
secure supporting documentation. 

  Not 
implemented 

2.4 Internal Audit 
System  

The Minister should ensure that the IAU is established, 
which through a comprehensive work program will 
incorporate financial risks and assess the effectiveness 
of internal controls. In addition, we recommend to 
establish an effective Audit Committee as well, which 
should critically review IAU plans and outcome. 

Implemented.   

3.1 Budget Planning 
and Execution  

The Minister should ensure that funds are spent for the 
intended purposes based on budget ceilings defined 
for each subcategory. The process of budget 
assessment and planning should reflect all relevant 
information for expected annual needs, taking into 
account the parameters and preliminary results. 

Implemented.   

3.1.1 Wages and 
Salaries 

The Minister should ensure that actions are taken for 
stopping such engagements/recruitments and that 
they are not paid in contraction to the law. He should 
also ensure that the following year’s budget for wages 
and salaries include the salaries of all the needed 
employees and that they are all paid through the 
payroll. 

  Not 
implemented 



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

 

27 

3.1.1 Wages and 
Salaries 

The Minister should negotiate with MoF to ensure 
additional budget for Wages and Salaries in the 
Administration according to the Rules for 
systematisation of jobs. Further on, recruitment 
procedures should be developed to cover specific 
positions. 

  Not 
implemented 

3.1.2 Goods and 
Services and Utilities  

The Minister should ensure that all goods and services 
are contracted in line with LPP and payments are 
executed only after considering all legal requirements. 
This would ensure transparency and more qualitative 
control of public money. 

Implemented.   

3.1.2 Goods and 
Services and Utilities 

The Minister should ensure that for all purchases 
requiring procurement procedures should go through 
Procurement Department. 

Implemented.   

3.1.2 Goods and 
Services and Utilities 

The Minister should ensure that expenditures for 
official trips are managed fully in compliance with the 
legislation. In case of non-compliance with deadlines, 
measures should be taken. 

  Not 
implemented 

3.1.3 Subsidies and 
Transfers 

The Minister should ensure that all officials involved in 
the process of granting subsidies adhere to legal 
requirements in place for managing subsidies. If there 
is a need, training may be held for staff in order to act 
in line with the specified requirements. This would 
pave the way for a qualitative process of monitoring. 

  Not 
implemented 
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 Annex III: Comments of the Ministry on findings of the audit report  

Findings/Issues Agree 
Yes/No 

Comments from the BO in case of disagreement NAO view  

Issue 1 

Audit Opinion 

No As we have already informed you during the phase of field audit, the 
status of Kosovo's cultural centres in the Diaspora is not yet 
resolved/defined. MDSI has prepared the Draft Regulation on 
Structure, Organization and Functioning of Kosovo Cultural Centres 
for Diaspora and Migration, as well as the “Draft Regulation on 
Appointment of the Director of KCCDMs”, which have been 
processed for review and final approval by the Government on 
08.07.2013. On 25.04.2014 was approved the “Regulation on 
Appointment of the Director of KCCDMs”, but not the number of 
employees under the budget law. While the one on functioning of the 
KCCDMs has not been approved yet. Without the approval of this 
regulation will have no meaning and will not be implemented the 
“Regulation No. 09/2014 on Appointment of the Director of the 
Kosovo Cultural Centre for Diaspora and Migration.   

Current directors who exercise this duty do not fall into the category 
of civil service, and are not subject to obligations of this law, as they 
are not and are not considered as employed in public institutions, as 
their employment relationship is not the same with that of the 
employment in civil service, due to the inability to appoint them 
according to the legislation on civil service. For as long as the status 
of KCCDMs is not resolved and defined, cannot be implemented 
recruitment rules according to the Civil Service Law and Regulation 
09/2014 on Appointment of the Director of the Kosovo Cultural 
Centre for Diaspora and Migration, as their appointment could not be 
done without initially defining the legal status of centres in host 

Since the establishment, KCCDMs 
continue functioning without their 
resolved status and without a clear legal 
basis. MDSI should increase efforts to 
regulate this issue, either by amending the 
law on diaspora or by harmonizing 
internal regulations in accordance with the 
law, and ultimately resolve the status of 
centres and determine their functioning. If 
implementation of “Regulation No. 
09/2014 on Appointment of the Director 
of the Kosovo Cultural Centre for 
Diaspora and Migration has no meaning 
without the approval of the Regulation on 
Structure, Organization and Functioning 
of KCCDMs, then there is no meaning 
either on appointment of Acting Duty or 
functioning of centres. Therefore, 
resolution of this issue should be treated 
with priority by the Ministry.   

It is true that directors do not fall into the 
category of civil servants, as they do not 
have appointment acts or employment 
contracts. However, based on decisions on 
appointments as Acting Director, they 
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countries, which may direct the status according to their own rules 
which can affect the status of the Director of the centre as well. 
Having this in mind, in order to implement the Decision no. 05/153, 
dated 25.10.2013, of the Government of the Republic of Kosovo for 
establishment of the Kosovo Cultural Centres for Diaspora and 
Migration, MDSI has temporarily engaged (until the definition of 
status of KCCDMs), a number of Directors in these centres , who live 
and operate in respective states where the centre is open, for the 
purpose of “economizing expenditures, by functionalizing and 
administering them so that the MDSI reaches the objectives set out in 
strategies, and obligations arising from the Law on Diaspora and 
Migration. MDSI has consistently requested from MoF the approval 
of these positions and the respective budget for this, but this request 
has never been approved.  

Since the typology of the employment relationship of these directors 
is not the same with the one in civil service, and not subject to these 
rules, but are considered as service providers and not employed by 
public institutions, MDSI was obligated that in budget allocations for 
2017 to plan and allocate budget from the category of Goods and 
Services for these services. Based on the 2017 Budget Law (as 
amended and supplemented), payments for these engaged in these 
positions was carried out from the category of goods and services as 
it is planned and required for these services. 

cannot either be considered as persons 
engaged with service contracts. As in 
those decisions, it is emphasized that they 
benefit GROSS SALARY of x Euros. Just a 
reminder, engagement for services, 
according to the applicable legislation can 
be made for specific services and for short 
periods of time, and not like in your case 
for many years. While for engagement of 
persons with service contracts should be 
implemented some procedures where 
there should be competition. You have not 
done such a thing.  

Regarding the on-going requests from the 
MoF for the approval of these positions 
and the respective budget for them, based 
on the evidence provided to us, the MDSI 
has made only one request and that was in 
2015. 

Based on explanations above, the finding 
and the recommendation remain 
unchanged. 

 

 


