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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 Decan municipality in consultation 

with the Assistant Auditor General, Qerkin Morina who supervised 

the audit. 

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

by Kapllan Muhaxheri ( Team Leader),  Agim Sogojeva and Alban 

Shatri (team members)  under the management of the Head of Audit 

Department, Astrit Bllaca.  

 

 

NATIONAL AUDIT OFFICE-St. Musine Kokalari, 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 s arising from our audit of the 2016 Annual Financial Report of 

Decan Municipality, 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 08/11/2016.   

Our audit has been focused on: 

 

( For more, see Annex 1).  

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 Decan 

Municipality.   

Opinion of the Auditor General 

The qualified opinion with Emphasis of Matter   

The Annual Financial Statements present a true and fair view in all material aspects, apart  from  the 

errors presented in the statement of cash receipts and payments, as well as in the statement of 

budget execution.  

Emphasis of matter 

As an emphasis of matter  we would like to mention the fact that some of the assets registered  in 

the cadastre were not registered in the KFMIS asset register, and expenditures were misclassified in 

the amount of €628,626. 

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

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

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

Key Conclusions and Recommendations  

 

 

 

 

Mayor’s Response  

The Mayor has considered the detailed audit findings and conclusions in this report and has 

committed to address all given recommendations. In addition, the Mayor  is committed to:  

 discuss the audit report in the Municipal Assembly; and 

 By the end of January 2018, he shall discus in the Municipal Assembly about the progress in 

the implementation of audit recommendations Action Plan before the annual financial 

statements of 2017 are submitted to the Ministry of Finance.  

The Qualification of the Opinion 
and Emphasis of Matter indicate 
that AFS were not prepared with 

due care and contain several errors 
which have impacted in audit 

opinion. 

The Mayor should ensure that an analysis 
has been carried out in order to determine 

causes of Qualification of Opinion and 
undertake appropriate actions towards 

overcoming errors for fair and true 
presentation of AFS. ( see chapter 1.1). 

The responds towards prior year 
recommendations are not being 
addressed sufficiently , and as a 

result the improvements are 
stagnant. 

The Mayor should implement a strict 
process in order to ensure that prior year 

recommendations are addressed in 
systematic manner, and whenever there 

are stagnations, to propose adequate 
measures ( see issue 3). 

We have reviewed the key issues 
of the self-assessment checklist 
and we have noticed that the 
checklist was completed by 
municipal staff, but did not 

address the risk issue, which may 
jeopardize objective achievement 

and reactions upon their 
occurence. 

The Mayor should ensure  the drafting of a 
risk list for the municipality in order to 
determine and undertake the necessary 

measures if they occur, and monitor them 
in systematic manner ( see issue 4). 

In budget execution, revenues and 
expenditures controls, weaknesses 

were identified . 

The Mayor should analyse identified 
weaknesses in this report, and for specific 

cases undertake necessary measures 
towards addressing them ( see issue 7 and 

20). 
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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 Executive 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 

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  

The qualified opinion with emphasis of matter 

We have audited the AFS of Decani municipality 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, apart from the effects of the matter prescribed in the paragraph of the Basis for 

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 d by the Ministry of Finance.  

Basis for the qualified opinion 

 Article 13 "Statement of Cash Receipts and Payments" at sources of funds we have unjust 

presentation in two categories of expenditures. These relate to expenditures from co-

financing with MCYS and MESP in the amount of €60,000, which are presented as payments 

from third parties, as well as own source revenues in the amount of €122,000 that are 

presented in the category of dedicated revenues. 

 Article 14 "Budget Execution Report" does not include tax revenues in the relevant category. 

Planned tax revenues in the amount of €206,000 and executed in the amount of €227,000 were 

presented in non-tax revenues. 
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  Article 14 "Budget Execution Report" cash inflow, in the amount of €265,000 was not the 

revenue of 2016. This refers to the revenues carried forward from the previous year which 

were presented as dedicated revenues in the amount of €142,000, and designated donor 

grants in the amount of €123,000. 

 Article 14 "Budget Execution Report" cash outflow to the final budget column is overstated 

for €31,000 in two (2) categories. Utilities have been overstated for €16,000, as well as 

transfers and subsidies for €15,000. 

The above findings indicate that AFS were not prepared with due diligence, and contain material 

errors , which have influenced the audit opinion. 

The audit was conducted in accordance with International Standards of Supreme Audit Institutions 

(ISSAIs). Under those standards, our responsibilities are further described in the ‘Auditor’s 

Responsibilities for the Audit of Financial Statements. We believe that the obtained audit evidence 

are sufficient and appropriate to provide a basis for the opinion.    

Emphasis of matter 

We draw your attention to the fact that: 

• AFS’s and the Register of Fixed Assets  do not confirm the full state of the assets. In the register of 

assets with the value  over € 1,000 (KFMIS), 620 parcels (land) with the surface of 237.5 hectares were 

not included.  

• The Municipality made seven (7) payments in the amount of €628,626 from capital investments 

for goods and services. These payments were made for summer and winter maintenance as well as 

based on  court decisions and provisions of Article 39.2 of LPFMA. The sum of €250,000 for summer 

and winter maintenance was approved with the budgetary tables of the Budget 2016 for capital 

investments. 

Responsibility of Management and Those Charged with Governance and AFS  

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

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

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

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

are free from material misstatements. 

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

accordance with ISSAIs will 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 municipality  

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

the municipality circumstances, but not for the purpose of expressing an opinion on the 

effectiveness of the municipality internal control.  

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

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

presentation of the financial statements. 

1.2 Compliance with AFS  and other reporting requirements  

The Municipality 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; 

 Compliance with Financial Rule no.02/2013; 

 Action Plan on implementation of recommendations; and  

 Requirements of Financial Management and Control (FMC) procedures. 

 Nine month statements in due time.  

 The Procurement Plan for 2016; and 

 AFS were prepared in due time and signed by CAO and CFO 
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The issues presented in the audit opinion have also influenced the explanatory notes  in the 

statement of cash receipts and payments as well as in the statement of the budget execution. 

Drafts of AFS  of 2016 contain errors, for which we have provided suggestions to be corrected. The  

management has taken into account our suggestions and has corrected  the final AFS’s but the 

revised statements are not protocoled by MoF as the final AFS. According to the municipal officials, 

the treasury did not accept  the corrections made, therefore, our opinion was given for unmodified 

AFSs.       

DECLARATION MADE BY MUNICIPALITY MANAGEMENT 

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

Officer when the draft AFS are submitted to the Ministry of Finance can be considered to be incorrect 

because during the audit,  material errors were identified , which were present in subchapter 1.1. 

Audit Opinion.     

1.3 Recommendations for the first part of the report 

For the aforementioned issues we provide the following recommendations:  

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

causes of the qualification and emphasis of matter. Actions should be taken 

to address the underlying causes in a systematic and pragmatic manner to 

remove errors in the classification of non-capital expenditure and to ensure 

the correct valuation of capital assets.  

Recommendation 2 The Mayor should ensure that the process of preparation of AFS fully 

addresses the weaknesses identified in AFS. The Declaration made by the 

Chief Administrative Officer and Chief Financial Officer, when AFS draft is 

submitted to MoF should be signed only upon comprehensive review by the 

management side, with regards to their content and accuracy.   
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2 Governance 

Introduction 

Effective governance arrangements are fundamental to Decan municipality  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 all Budget Organisations 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 including 

consideration of the Internal Audit system; and 

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

specific work directed at compliances in key income and expenditure systems (these areas 

are considered in Section 3 of this report) 

Overall Governance Conclusion  

There is a number of governance weaknesses within municipality particularly related to 

accountability, risk management and the quality of management reporting. Our review of 

management controls implemented in the municipality's main financial system has highlighted 

poor financial reporting on expenditures and revenues to the senior management.  

An important element towards  supporting the effective governance is the implementation of audit 

recommendations. The level of implementation of previous year's recommendations was not at 

satisfactory level, and only three out of 22 recommendations given, were fully implemented 

The Municipality for the first time during this year has considered the legal requirements foreseen 

by the FMC rules and has timely completed the self-assessment,  performed by the Mayor and the 

Director of Finance, but did not compile a risk register, the requirement of the fourth procedure  of 

the Treasury document "Financial Management and Control”. 

In 2016, it has executed 97% of the final budget, with an improvement of 1% compared to the 

previous year. This percentage does not present the real situation, as the municipality had made 

payments of the accumulated debts from previous years. 

The main areas where more improvements are needed are: Registration of municipal assets and 

management of municipal properties, minimization of payables and receivables.  
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2.1 Progress in the Implementation of Prior Year 

Recommendations 

The audit report for the AFS of 2015 has resulted in 22 recommendations. The municipality prepared 

an action plan indicating  how these recommendations will be implemented. By the end of the 2016 

audit, three (3) recommendations were implemented, nine (9) were in the process of implementation 

and ten (10) were not implemented. 

The audit report for the AFS of 2015 was also discussed in the Municipal Assembly. 

For a thorough  description of the recommendations and how they are addressed, see Annex III. 

 

Issue 3 - Addressing Prior Year Audit Recommendations – High Priority  

Finding  The Municipality addressed only a small number of recommendations. This 

is due to the fact that no review process was implemented if the actions 

foreseen by the action plan are being implemented in accordance with the 

timeframes and the persons in charge of implementing this plan. So there is 

no monitoring and confirmation process that would identify obstacles for 

action for their full addressing.  Such an approach is necessary to manage on-

going improvements in the municipality. 

Risk While the recommendations given are not addressed, on-going weaknesses 

in management controls and other controls in key financial systems continue 

to be present and operational risks are not corrected. 

Recommendation 3 The Mayor should ensure the application of a more consolidated process of 

accountability of responsible staff  for implementation of recommendations, 

according to the timeframes and priorities set out in the action plan. 

Monitoring the progress of the recommendations should be done 

systematically, and upon stagnation, propose adequate measures. 

2.2 Self-Assessment Checklist of FMC components  

The Ministry of Finance has produced a detailed self-assessment checklist for Budget Organisations 

to support effective governance arrangements. For all audits we undertook we have tested the 

quality of FMC self-assessment submissions made to the Ministry by assessing one key question in 

each component of the checklist. Below we have summarised our findings for municipality.  Our 

reviews are 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 Ministry of Finance in its attempts to increase the effectiveness of the process and develop the 

FMC system as a whole.  
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Issue 4 – Self Assessment Checklist – High Priority 

Finding  We have examined six key questions of the self-assessment checklist  related 

to five components. We have noticed that the completed self-assessment 

checklist has confirmed that the municipality has not yet identified the list of 

risks that could jeopardize the achievement of objectives and the reactions in 

case of their occurrence. 

Risk Failure to compile a list of potential risks , lack of access and  actions for their 

management,  may reduce the effectiveness of the municipality and affect 

towards the non-fulfilment of objectives and target plans. 

Recommendation 4 The Mayor should ensure that a list of possible risks has been compiled, and 

appoint persons responsible for managing these risks, and request from them 

to report on a regular basis pertaining to  the progress of the process. 

2.3 Specific Governance Reviews 

Our work on specific areas of governance arrangements is based in our audit planning which 

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

2.3.1 Setting of Strategic Objectives  

 The municipality has drafted a number of strategic documents, such as: Strategy for Local Economic 

Development 2016-2018, which was quite comprehensive. The same was followed with clear 

orientation objectives which included also the elaboration of costs for its implementation. Its relation 

with the medium-term expenditure framework was quite good, as well as the annual plans were 

based on its elements. Then there is also the Local Development Strategy 2014-2020, the Integrated 

Plan 2016-2018, the Local Environmental Action Plan, the Municipal Energy Efficiency Plan 2015-

2020, the Urban Regulatory Plan as well as the Youth Action Plan 2015-2017. 

Recommendations 

We have no recommendations in this area.   
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2.3.2 Management Reporting and Accountability 

The municipality has formal accountability and reporting processes, but there is a lack of efficiency 

and effectiveness. It is important that they include proper reporting to the management to enable 

an effective and timely response to identified operational problems. 

 

Issue 5 – Weaknesses in Management Controls – High Priority  

Finding  Our review of the management controls applied to municipality key financial 

system highlighted poor quality financial reporting of expenditure and 

revenue to senior management and an incomplete analysis of service 

delivery. This is because the format of management reports does not provide 

explanations for variances against budget and budget forecasts which  are not 

updated on a monthly basis. As such, the governance arrangements require 

to be strengthened, in particular pertaining to controls and preparation of 

AFS and NFS.   

Risk Failure to update financial reporting and activities to senior management 

reduces the management's ability to proactively manage municipal activities 

and reduces  the effect of budget controls. 

Recommendation 5 The Mayor should ensure the conduct of a  review which  determines the 

form of financial and operational reporting to senior management  which will 

generate all relevant information that will influence the quality of decision by 

the management in due time. The unimplemented requirements should be 

addressed by the end of 2017. 
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2.4 Internal Audit System 

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

auditor.  IAU for the reporting period had completed nine (9) planned audits as well as one (1) 

additional audit at the request of the Mayor,  for the conclusion of  general status  in the resident 

service. 

The audit reports covered key areas and contained findings and recommendations pertaining to the 

functioning of internal control. The lack of a functional audit committee has influenced the work 

and effectiveness of the internal audit system, and has postponed  the processes for implementing 

the recommendations. 

 

Issue 6 –  Non implementation of IAU recommendations – High Priority  

Finding  Out of 111 recommendations given during 2016 by IAU, 65 of them were 

implemented at 59%,  and 29 were in the process of implementation. 

Although there is a high degree of implementation of the recommendations, 

improvements are still needed. 

During 2016, the Audit Committee held two (2) working meetings, from four 

(4) which are required with Administrative Instruction 11/2010 for the 

establishment and functioning of the Audit Committee. From the minutes it 

is noticed that the weaknesses and risks reported by the IAU have not been 

addressed. 

Risk Failure to fully address internal audit recommendations may result in 

continues identification of weaknesses, inefficiencies in the internal control 

system, and poor value for money. The lack of AC  contribution reduces the 

efficiency of the Internal Audit System as a whole. 

Recommendation 6 The Mayor should review the reasons for the limited actions undertaken by 

the management in relation to internal audit recommendations and to 

coordinate the co-operation with the Audit Committee to enhance and 

improve the quality of internal control. 
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3 Financial Management and Control 

Introduction 

Our work on Financial Management and Control outside of the areas of Governance referred in 

chapter 2, reflects the detailed work undertaken on Revenue and Expenditure Systems. As part of 

this we consider Budget management, Procurement and Human Resources s, and Assets and 

Liabilities. 

Financial Management and Control Conclusion 

The Municipality has a  good system of controls over expenditures and revenues. However, as a 

result of non-implementation of regulations and guidelines, our audit has highlighted the existence 

of some weaknesses in terms of compliance that relate to revenues and expenditures. This reflect a 

lack of proper oversight by the municipality in the mentioned areas. In the context of financial 

systems, asset registration and asset management controls,  are generally weak and are not being 

implemented effectively. 

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   
Initial 

Budget 
Final 

Budget 
2016 

Receipts  
2015 

Receipts 
2014 

Receipts 

Own Source Revenues  642,835 673,488 673,488 629,352 434,318 

The planned revenues according to the budget were €642,835. The execution  of revenues during 

the year was exceeded and the municipal assembly approved additional revenues. At the end of the 

year the collection was €673,488 or 105%, an increase of €44,136 compared to the previous year. This 

includes also court fines and police traffic sentences. This level of revenue collection is quite 

satisfactory. 

A significant amount of the own source revenues were spent on capital projects, while the rest was 

spent in other categories. 



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

 

 16 

Table 2. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget2 
2016 

Outturn 
2015 

Outturn 
2014 

Outturn 

Sources of Funds   7,164,916 7,553,364 7,314,822 7,314,434 7,128,226 

Government Grant -Budget  6,522,081 6,615,244 6,591,643 6,786,598 6,655,278 

Carried forward from 
previous year3 –  

- 141,779 478,633 53,067 53,797 

Own Source Revenues4 642,835 673,488 121,745 474,769 380,551 

External Donations  - 122,853 122,801 - 38,600 

The final budget is higher than the initial budget for €388,448. This increase is a result of external 

donations in the amount of €122,853, own source revenues carried forward from 2015 in the amount 

of €141,779, decision on budget increase from own source revenues of €30,653, and Government 

decision No. 08/113 for approving MoF's request for internal harmonization (transfers and 

reallocations) within the organization, with €93,163. 

In 2016, the Municipality spent 97% of the final budget. Generally, budget execution is at  

satisfactory level and below we have  provided explanations on the current position. 

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 

7,164,916 7,553,364 7,314,821 7,314,434 7,128,226 

Wages and Salaries 5,100,372 5,193,215 5,148,007 5,046,369 4,645,852 

Goods and Services  738,547  855,784 804,964 618,952 659,425 

Utilities 106,130 141,573 125,920 127,577 129,731 

Subsidies and Transfers  66,178 122,084 107,084 94,089 100,481 

Capital Investments  1,153,689 1,240,708 1,128,846 1,427,447 1,592,737 

The initial budget for capital investment was €1,153,689, which was increased by €87,019 and 

€1,128,846 or 90% was spent. 

The budget for goods and services increased by €117,237, while 94% of the final budget was spent. 

While the budget execution was relatively good, also the  municipal liabilities in this category 

decreased from €75,000 at the end of 2015 to around €40,821 at the end of 2016. 

                                                      
2 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
3 Own Source Revenues unspent in previous year carried forward into the current year. 
4 Receipts used by the entity for financing its own budget.  
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The final budget for municipal services has increased by €35,443 and was spent at the level of 90%. 

The  outstanding liabilities for this category at the end of the year have a symbolic decrease of €911. 

 

Issue 7 – Budget Execution  – High Priority  

Finding  The annual real expenditures under the capital investment program were 

€372,950 or 30% of the final budget, since the amount of €686,353 was related 

to the payments of debts accumulated from previous years , while the amount 

of payments of €69,544 was carried out directly by Treasury on behalf of  

executing the court decisions. 

The Municipality had projects that started in 2010 that were not yet 

completed, with the reasoning for the lack of funds, while carrying forward  

the amount of €214,889 from own funds, as unused. These long delays are 

related to the projects "Wastewater sewage works" and "the construction of 

the sports hall" in Irzniq, where the works were completed from 65% to 85%. 

Risk The debts inherited from previous years have affected towards the  non-

execution of planned projects for 2016. Poor budget planning jeopardizes the 

achievement of the municipal objectives, and the transfer of current year 

liabilities to the budgets of the upcoming years. 

Recommendation 7 The Mayor should ensure that during the annual budget planning, to  

consider the aspect of liquidation of outstanding debts from previous years, 

and subsequently analyse the funds needed to carry out capital projects for 

the current year, by preventing the transfer of liabilities from year to year. 
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3.1.1 Revenues 

Revenues generated by municipality  in 2016 were in the amount of €673,488 or 105% of the planned 

budget. Compared with the previous year, the revenue generation increased by  7%.  This increase 

was affected  by the collection of property tax revenues as the dominant category in the own source 

structure. 
 

Issue  8 – Weaknesses in reporting and revenues depositing  – High Priority 

Finding  The Financial Rule on Revenues 03/2010 stipulates that it is the budget 

organization's obligation to administer the accounting changes as well as 

reconciling data with bank reports. The municipality of Deçan did not 

establish adequate controls with regards to revenue management. We have 

concluded that the revenue officer does not keep accounting records of 

revenues independently, and does not periodically reconcile with other 

departments that generate revenues; 

This regulation also stipulates that budget organizations should make daily 

registrations  of KFMIS revenues, referring to source documents such as 

invoices and bank reports. In six tested cases, we have noticed that there are 

significant delays in registering daily revenues in KFMIS. These delays last 

from two (2) to 19 days; 

Referring to the bank reports, in seven of the nine samples tested we have 

ascertained that property tax revenues were not correctly registered in 

adequate codes. In six cases, the value of property tax was overstated  in the 

total value of €16,334, whereas in one case it was understated for €388; 

The Financial Rule on Revenues 03/2010 stipulates that budget organizations 

have the right to collect cash revenues up to the amount of €10. Moreover, the 

money collected in cash registers must be deposited in the respective 

authorized account. We have ascertained that the amount of €1,046 pertaining 

to administrative revenues  for birth certificates was deposited on 02.02.2016. 

These revenues were cash collection from the date 18.01.2016 which implies 

that there were delays in depositing for 15 days. 

Risk The lack of a revenue register, and the lack of periodic harmonization may 

cause inaccuracies in the recording and reporting of municipal revenues. The 

wrong coding,  results for the data in Treasury / SIMFK  for specific entries 

within the revenue category to not be accurate. The delayed depositing of 

money collected  in cash registers increases the risk of misuse of public 

money. This also leads to unjust reporting of the collection period of 

respective revenues. 

Recommendation 8 The Mayor should ensure a process of regular monthly harmonization 

between the municipal directorates and the finance administration, it should 

establish adequate controls regarding collection, registration  and reporting 

of revenues and ensure that the cash collected in cash registers are  deposited 

in due time, according to the requirements of the legislation in force. 
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Issue 9 - Verification and determination of the base on Property Tax Invoice - High Priority  

Finding  The Municipal Property Tax Office is obliged every year to conduct 

verification (re-survey) on the field of  1/3 of registered properties. This is 

done in order to update the existing records. Municipality of Deçan  for 2016 

had not conducted any property verification. 

The property tax base, referring to the legislation in force, is determined by 

the market value of the property. One of the standards for defining this value 

is the quality of construction. According to AI No. 03/2011, the quality of 

construction is expressed in coefficient, which depending on the condition of 

the facility (very weak, weak, average, good and excellent) increases or 

decreases the tax fee. Although, the Municipal Property Tax Office has 

processed this data in the system, we have concluded that the calculation of 

the tax fee was done without considering the quality of the construction. This 

has resulted in overburdening tax / billing fee  in  2016 in total amount of 

€28,012, while on the other hand, there was understatement  of tax fees with 

€5,022. 

Risk  Non verification of  1/3 of the property may result towards incomplete and 

accurate information on the current taxable property. Failure to calculate the 

quality of coefficient affects taxpayers who have weaker qualities of  

properties,  to be  overloaded, while the taxpayers with better  quality 

properties to be  charged less than they should. 

Recommendation 9 The Mayor should ensure that the process of verification of municipal 

property is carried out, as foreseen by the law , and  ensure that upon  

applying quality coefficients on construction, to consistently implement all 

legal requirements in order to avoid the possibility of reduction or the 

unjustified increases of tax fees. 
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Issue 10 -  Weaknesses in managing the civil status office- High Priority  

Finding  The management of the civil status office was accompanied with the 

following weaknesses: 

In the two tested samples, we found a difference between the number of 

issued certificates and the monetary amounts that should have been collected. 

During the testing of revenue acceptance  dated 02.02.2016 in the amount of 

€1.046 from the administrative fee of birth certificates, this amount of 

revenues includes the period 18.01 - 02.02.2016. The responsible officials were 

not able to prove  that this amount of revenue belongs to this period. From 

the civil status report, the number of birth certificates / extracts issued in this 

period is 2013. The fee  for birth certificates based on the Municipal 

Regulation is €1, therefore the amount of revenues for this period should be 

€2013. So, there is a difference of €967 between the collected revenues  and 

the issued certificates; 

In another case on 10.06.2016, the total revenue collection  from the 

administrative fee for birth certificates was €284. From the civil status report, 

the number of birth certificates / extracts  issued in this period is 313. So, there 

is a difference of €29  between the collected revenues and the issued  

certificates.  According to the Municipal Regulation there are several 

categories of citizens who are exempt from paying this fee, however the 

municipality did not provide relevant evidence to prove that this difference 

relates to categories exempt from payments. 

Risk The existence of such differences in generating  this revenues poses the risk 

for the municipality towards non-collection of full  amounts of revenues, and 

increases the possibility of misuse or loss of public money. 

Recommendation 10 The Mayor should review the  controls on the management of the revenue 

collection process from the civil status office  and establish appropriate 

controls in order to prevent the possibility of misuse. The reconciliation of the 

status of the forms issued by the civil status office  and the amount of collected 

taxes should be made on a regular basis and eventual differences should be 

clarified. 
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Issue 11 - Irregularities in granting construction permits – High Priority  

Finding  Based on the Law on  Construction, the construction permit is issued if the 

applicant has submitted a proof that he has paid the construction permit tax. 

In two of the six tested samples, we have concluded that the construction 

permit has been issued even though the payment for  construction fee  has 

not been made in its entirety; 

During our testing, we have noticed that in one (1) of the six (6) tested cases , 

the legal deadline for reviewing the construction permit was not respected. 

The construction law,  which is in  in force sets the time limit of 45 days for  

reviewing the construction permit  of category  II , by counting the days since 

the receipt of the request. The delay in reviewing the respective construction 

permit  was 136 days. 

Risk Issuance of construction permits, prior making the payment of  the 

construction tax, may result in financial loss for the municipality. In addition, 

the extended deadlines on reviewing the construction permits may entail  

citizens to commence  construction even without proper permits and towards  

violating the construction  standards and the surrounding environment. 

Recommendation 11 The Mayor should ensure that construction permits are issued only upon 

fully collection of  construction tax  and ensure that construction permits are 

reviewed within legal deadlines. 

3.1.2 Wages and Salaries 

Wages and Salaries are paid through a centralised system. The final budget for the category of wages 

and salaries was €5,193,215, while the expenditures were €5,148,007 or 99%. 

Recommendations 

We have no recommendations in this area or. 
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3.1.3 Goods and Services and Utilities  

The final budget for goods and services and utilities in 2016 was €997,357. Of these, €930,884 were 

spent, or 93%. 

 

Issue 12 – Contracts on Special Services – Medium Priority  

Finding  The Municipality during the year 2016 engaged 12 employees with special 

services contracts. No taxes at sources were applied to any of the employees,  

as defined by Law No. 05-L-028. 

Risk The Municipality did not apply the tax regulation requirements , and did not 

apply  any taxes at sources  on payments made for these contracts. This 

increases the risk for the  municipality to become  subject to penalties by the 

tax authorities, as a result of not applying taxes at source for these persons. 

Recommendation 12 The Mayor should ensure that withholding taxes at sources for persons 

engaged in special services contracts is made in accordance with the 

applicable legislation. 

Issue 13 - Weaknesses in procurement, acceptance of goods and payment- High Priority  

Finding  An invoice was paid in the  lump sum of €6,840 for the contract “ 

Transportation of confiscated vehicles from the police in the Municipality of 

Deçan" without specifying the amount, the unit price and the total amount 

according to the contract. Also, the contract was extended for another year  

by referring mistakenly to the  Article 35 paragraph 2.2 of the Kosovo Public 

Procurement Law, while this article deals with the additional work rather 

than the extension of contracts. 

The Municipality had concluded a contract for fuel supply  with  67,000 litters. 

On 10.05.2016 , municipality concluded  an annex contract for another  6,700 

litters or in total  73,700 litters. The fuel expenditures for the period covered 

by the contract from 09.11.2015 to 09.11.2016 were 193.870 litters, thus the 

contracted quantity was exceeded for 120.170 litters. 

Also, during the testing of a payment in the amount of €10,015, for fuel  

supply for  heating and the generator, we have noticed that there were no 

duty assignments. The director of the municipal administration had 

authorized the order and had received the fuel.  

Risk The payments for lump sum prices , extension of contract without a legal 

basis, exceeding  of contracted amounts and non-assignment of duties, 

increases the risk of not justifying the spending of money, as well as the  

possibility of mismanagement and entering into liabilities without coverage. 

Recommendation 13 The Mayor should ensure application of additional  controls and that all 

measures have been taken in order to prevent the repetition of such 

deficiencies. Furthermore, it should ensure that all procedures, contracts and 

payments are made in accordance with applicable laws and justify the 

regularity of cash expenditures.  
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3.1.4 Subsidies and Transfers  

The final budget for subsidies and transfers was €122,084. Of them, in 2016, €107,084 or 88% were 

spent. 

 

Issue 14 – The lack of regulation on subsidies - High Priority 

Finding  The Municipality even this year  did not  manage to adopt an  internal 

regulation for granting subsidies. Based on the tested samples, we have 

noticed that in the absence of regulation, the majority of subsidies were 

allocated based on the decisions of the Mayor. 

Risk The lack of internal regulation on the allocation of subsidies inflicts  

obscurities  in determining  the criteria who may be the beneficiary of 

subsidies, up to what amount  and for what purposes the subsidies may be 

granted. 

Recommendation 14 The Mayor should draft a regulation on subsidies and be approved in the 

Assembly, which would clearly specify the criteria and procedures on 

subsidies. Our suggestions are,  that many of the municipalities possess these 

regulations, and the same can be taken as a model  and be adapted to the 

needs of the municipality. 

3.1.5 Capital Investments  

The final budget for capital investments was €1,240,708. Out of them in 2016, €1,128,846 were spent, 

or  91%  compared to last year, a weaker performance of 7% is observed. 

 

Issue 15 – Contacts outside of procurement plan – High Priority 

Finding  The contracts "Supply with  genetic material for the insemination and 

application of cattle in Deçan" in the amount of €13,000  and "Construction of 

the irrigation canal in Dubrava" in the amount of €9,999  were not foreseen in 

the procurement plan. 

Risk The development of procedures and the conclusion of unplanned contracts 

increases the risk of non-execution  of planned projects and entering into 

liabilities without coverage, with the potential impact of avoiding the 

foreseen projects in the procurement plan. 

Recommendation 15 The Mayor should strengthen budget controls, and during planning, ensure 

the inclusion of all contracts in the procurement plan that will be conducted  

within the year, and for the same provide  the budget funds. 
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Issue 16- Non application of  construction book- High Priority  

Finding  In the draft contract "Maintenance and construction of the local roads" in the 

amount of €85,250, for the project "Construction of memorial plaza - Beqir-

Vokshi in Polana in the amount of €20,000, and the project" Renovation of 

QKMF A.Ukëhaxhaj "in Deçan in the amount of €5,000, in the absence of 

construction books, we were not sure if the paid situations were error-free. 

With the Law on Construction 04 / L-110 and AI 15/2013 on the keeping 

conditions of the book and construction diary, there is an improvement of  

conditions on  how the construction book should be administered and by 

whom it should be verified. 

Risk The non-application of  the construction book increases the risk of exceeding 

the foreseen positions in the contract and inflicts additional and improper 

payments. 

Recommendation 16 The Mayor should ensure that in the cases of payments for future situations,  

for the on-going projects as well as for new projects, the construction book is 

applied. It should be clarified to the project managers  that future activities 

should be in accordance with the Law on Construction (Law No. 04 / L-110) 

and (AI 15/2013 of MESP on the conditions for keeping a diary  and 

construction book). 
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3.2 Assets  

3.2.1 Capital and Non Capital Assets   

In the AFS, the municipality had submitted assets over €1,000 in the amount of €15,193,677, while 

under €1,000, the amount of €196,692. The matters related to the presentation of assets in the AFS 

are dealt in Sub-chapter 1.1 of the Audit Opinion. 

 

Issue 17 – Weaknesses in asset management - High Priority 

Finding  For 2016, the municipality had not established a commission on  property 

inventory, as required by Regulation 02/2013 on Asset Management. 

The register of assets under €1,000 does not present the real state of property 

in AFS, because the e-asset register  does not include purchases from 

Healthcare. 

Risk The lack of inventory and incomplete asset registry prevents the 

identification  of  assets  towards  confirming  their existence and increases 

the risk of misuse, loss or alienation. 

Recommendation 17 The Mayor should ensure the establishment of the inventory commission  and 

that the asset register under €1,000 includes  all purchases in order for the 

asset register to be complete and accurate. 

Issue 18 - Inadequate management of auto-parking – High Priority  

Finding  We have reviewed three (3) samples for the use of vehicles, and in two (2) of 

these, we have noticed that there are no travel recordings  and vehicle usage 

records as required by Administrative Instruction No. 03/2008 on 

Management of official vehicles. 

Risk The lack of reporting on the use of vehicles increases the risk of vehicles being 

used outside of official targets and may incur high / unreasonable costs for 

fuel, servicing and maintenance. 

Recommendation 18 The Mayor should ensure that additional controls are in place for the use of 

vehicles  in order to ensure adequate accountability by each vehicle user and 

avoid their improper use. 
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3.2.2 Receivables   

The receivable accounts  at the end of the year were €1,264,000. The receivable accounts are  

consisted from  property tax €1,246,000 and from rent €18,000. In general, the value of LL / A, has 

a 2% increase compared to last year. 

 

Issue 19 - Understatement of receivable accounts -  High Priority 

Finding  In 24  out of 45 tested cases of property tax receivables, the value of the debt 

reflected in the individual taxpayer's financial records does not correspond 

to the value of the debt presented in liability report  and collection ratio. These 

differences relate to the calculated penalty for the second semester and 

interest of December 2016 which are not included in the liability report  and 

collection ratio. These differences exist to all taxpayers to whom the debt 

value at the end of the year was not zero. The total value for which receivables 

are understated is €30,273. 

The value of receivable  accounts for rent in public facilities is understated in 

the total value of €3,838. Out of this amount, €2,835 relates to the balance of 

debts not carried over from 2014 and €1,003  from the outstanding balance 

not carried from 2015. 

Risk The lack of accurate data on receivable accounts can lead to eventual errors if 

they are not identified in due time. Consequently, we have an incorrect 

reflection of these values in the AFS, with the possibility for debtors to pay 

more or less than the actual liabilities. 

Recommendation 19 The Mayor should establish more effective controls to ensure that the account 

balance is accurately confirmed and does not contain errors that would result 

in debtors' underpayment / overpayment. 
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3.3 Outstanding Liabilities  

The amount of outstanding  liabilities presented in the AFS was €1,206,527. These liabilities were 

carried forward to be paid in 2017. These liabilities were for capital investments in the amount of  

€1,104,617, goods and services €40,821, and for utilities €61,089. 

 

Issue 20 – The high level of liabilities and the increase of contingent liabilities  - High Priority 

Finding  The amount of outstanding liabilities of €1,206,527 at the end of 2016 was 

almost the same with the last year (€1,249,000). In addition to these high 

amounts of confirmed liabilities, the municipality also faces contingent 

liabilities in the amount of €40,000. These liabilities burdens directly the 

budget of  2017 and poses a serious challenge to the annual budget. 

According to the Financial Rule 01-2013 MoF – Spending of public money, 

the budget organization must pay every valid invoice  within 30 calendar 

days from the receipt of the invoice. In five (5) tested cases, the liabilities in 

the amount of €21,415 were not paid within the legal deadline. 

Risk The high level of outstanding liabilities and the increase of contingent 

liabilities increases the risk of the  budget to become subject to direct 

executions by  MoF and court decisions, as well as in  damaging  the 

reputation of the municipality. 

Recommendation 20 The Mayor should critically review the state of outstanding liabilities in order 

to determine the measures needed to address the identified issues, and make 

payments within the time limits set by the financial rules, and avoid 

circumstances that may inflict  their payment directly from the MoF or 

through court decisions. 

 

 

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 1.2 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 s 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 Mayor 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 s identified at the interim audit where they remain 

relevant.  Our findings are defined as: 

High Priority - s 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 -  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  

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 

Basis for the 
Qualified Opinion 

 

Recommendation 1  

The Mayor should ensure that an analysis has been made 
to determine the reasons for the qualified audit opinion 
and emphasis of matter paragraph. Action must be taken 
to address material weaknesses in a systematic and 
pragmatic order to mitigate those weaknesses as 
disclosed in the basis for qualified opinion paragraph 

  AFS were corrected 
pertaining to payments of 
third parties, as well as 
receivables, but no 
actions were taken with 
regards to assets.  

Risk  

Basis for the 
Qualified Opinion  

 

Recommendation 2  

The Mayor should take appropriate action to ensure full 
regulatory compliance of the process of preparation of 
annual financial statements (AFS). The Declaration made 
by the Mayor and Chief Financial Officer when the AFS 
are submitted to the Government should only be signed 
after a comprehensive management review has been 
undertaken on the content and accuracy of the AFS. 

  AFS were corrected but 
they were not 
processed(protocolled) to 
the Treasury, since they 
were not accepted due to 
the delivery deadline.  

Therefore this 
recommendation was not 
implemented 

Basis for the 
Qualified Opinion  

Recommendation 3  

The Mayor of the Municipality must ensure that 
Municipality submits monthly reports related to 
outstanding liabilities as required by reporting 
regulation. 

X   

2.3 Prior Year 
Recommendations 
- High Priority –  

Recommendation 4 

The Mayor has to revise Action Plan to address the 
recommendations of 2014. This plan must specify a 
reasonable time frame of implementation, responsible 
staff and mode of application, being initially focused on 
areas of high importance i.e. where material weaknesses 
were identified. Progress against the plan must be 
monitored directly by the Mayor 

 There is progress on the 
implementation, but for 
some issues there is still 
room for improvements.  
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2.4 The self-
assessment checklist 
of MF 
 

Recommendation 5 

The Mayor should ensure that the self-assessment 
checklist is completed as required by the Ministry of 
Finance of the Republic of Kosovo. 

 There is progress, since 
the self-assessment 
checklist it was 
completed with 
seriousness, but in some 
areas was not 
sufficiently auto critical.  

 

2.5.1 Accountability 
arrangements 
 

Recommendation 6 

The Mayor should ensure that a review of the existing 
requirements of accountability and reporting of 
municipal departments and ensure 

improved arrangements to achieve specific targets 
within a year. 

 The meetings with 
directors are being held, 
but they are not 
accompanied with 
meeting minutes, and 
we do not have full 
accountability on no 
completion of tasks.  

 

2.5.2 Risk 
Management 

Recommendation 7 

The Mayor should ensure that procedure and systems of 
risk management are established and operational. 
Furthermore the responsibility for risk management is 
delegated directly to a relevant director and provides 
monthly reporting on the implementation of the 
requirements in this field and the risks are being 
managed. 

  The risk list was not 
prepared yet, and the 
responsible persons was 
not assigned.  

2.5.3 Management 
Reporting 

 

Recommendation 8  

The Mayor should review existing measures of general 
governance and the quality of internal reporting of the 
Municipality. Unimplemented requirements need to be 
addressed by the end of 2016. The quality of the 
reporting and budgetary surveillance must be reviewed 
critically and systematically to ensure the achievement 
of the Municipality’s objectives. 

 In some areas of 
reporting there are some 
improvements , but 
there is a need for an 
engagement and effort 
towards achievement of 
determined objectives.  
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2.7 The Internal 
Audit System 

Recommendation 9 

The Mayor should ensure that Audit Committee is 
functional and execute its duties required by law. The 
Audit Committee should establish appropriate policies 
and procedures to ensure a high standard of monitoring 
the implementation of internal control system, the 
process of financial reporting and overseeing the work 
of internal audit department. Furthermore the Mayor 
must ensure that future activity of IA should be directed 
towards the development and implementation of audit 
strategy based on risk. Furthermore, in order the benefits 
to be visible, the Mayor should take measures to 
implement the IA finding within the Municipality. 

 The Audit Committee 
was not functional yet. 
IAU in large part was 
more oriented on the 
areas with high risk, 
apart from the area on 
outstanding liabilities 
which was also one of 
the high risk areas.  

 

3.3 Budget Planning 
and Execution 
 

Recommendation 10  

The Mayor of the Municipality should systematically 
and frequently monitor the budget performance and 
identify and address constraints to planned levels of 
budget execution 

X   

3.4 Procurement 
 

Recommendation 11 

The Mayor has to identify the root causes of the 
deficiencies and take 

appropriate action to ensure procurement requirements 
are fully 

implemented. 

  Allocation of tenders 
even this year was quite 
present especially the 
development of 
procurement procedures 
with minimal values as a 
result of non-planning by 
the requesting units.  
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3.5.1 Other 
expenses 
Recommendation 12  

The Mayor should ensure that the Municipality takes 
further steps to improve controls over expenses and 
payments and strictly comply with the laws and local 
regulatory requirements. 

 Some of the 
requirements were 
implemented, but in the 
tested samples, the 
supervision of contracts 
, upon payment for the 
completed work , were 
done with negligence, 
such is the case of not 
keeping in systematic 
manner the diary and 
the construction book.  

 

3.5 Non Procurement 
Expenditure 
 

Recommendation 13  

The Mayor should ensure that the Municipality takes 
further steps to 

improve controls over expenses and payments and 
strictly comply with the laws and local regulatory 
requirements. 

  We still have payments 
which were done in 
violation with regulation 
and applicable acts.  

3.5.2 Remunerations 
(Wages and 
Salaries) 
Recommendation 14 

The Mayor should ensure that the Municipality takes 
further steps to 

improve controls over personnel files in order that files 
are properly 

organized and completed and take measure regarding 
the signing of payroll lists 

X   

3.5.3 Subsidies and 
Transfers 

Recommendation 15  

The Mayor needs to address the issue and take 
appropriate action to ensure expenses made with court 
order are sufficiently documented and are categorized 
and classified appropriately before the issuance of the 
annual financial statements. 

  The internal regulation 
on allocating subsidies 
was not adopted yet.  
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3.6 Revenues ( 
including own source 
revenues) 

Recommendation 16 

We recommend the Mayor to take these steps: 

To improve the billing and accounting systems in order 
to ensure safe, efficient and effective controls on the 
billing and the revenue. Improvement of the procedures 
related to such systems would enable the management 
to monitor and manage significant risks, and to ensure 
that decisions related to budgeting, planning and 
collection of revenues are properly carried out. To ensure 
that surveys and conditioning of provision of services 
are done as required with Administrative Instructions 
No. 03/2011 and No. 07/2011. 

 There is a better 
performance in the 
collection of property 
tax revenues, but there 
are still some stagnation 
in some areas like not 
resolving  property 
problems, not including 
the  new tax payers on 
property tax. 

 

3.7 Assets and 
Liabilities 
 

3.7.1 Capital and Non 
Capital Assets 
 

Recommendation 17 

The Mayor should ensure the following timely and 
accurate recording of all assets in the relevant registers 
in accordance with the requirements of regulation 
02/2013. It also should ensure that capital assets register 
contains complete information, including the date when 
the asset was put in use, so that the calculation of 
depreciation can be performed accurately. As well as 
determine the ownership status. 

  There are still  difficulties 
in the registration of 
communal property, as 
well as the system of 
assets was not functional 
in the Department of 
Education and QKMF. 

Risk - Stocktaking of 
capital assets - High 
Priority 

 

Recommendation 18  

The Mayor of the Municipality must ensure that the 
stocktaking of nonfinancial capital assets was conducted 
in accordance with the Regulation in force for non-
financial assets of Budget Organizations and ensure that 
stocktaking is conducted on an annual basis. 

  During the year 2016 no 
inventory commission 
was established.  
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Disclosure of non-
capital assets under 
EUR 1,000- High 
Priority  

Recommendation 19 

The Mayor of the Municipality must ensure that the 
Municipality maintains accurate and complete 
information in relation to non-capital assets and ensure 
that they are depreciated according to the regulation in 
force. 

  We still have a record of 
assets that are not 
properly registered, such 
as those with other 
capital names where the 
basis for calculating 
depreciation cannot be 
determined. 

3.7.2 Cash and cash 
equivalents 

Recommendation 20  

 

We recommend the Mayor ensure that daily cash 
deposits and controls are performed as required by the 
legislation in force. 

 There are some 
improvements 
compared to previous 
years. But this year also 
there were delays with 
cash deposits within the 
legislation in force 

 

3.7.3 Receivables 
 

Recommendation 21  

The Mayor should ensure that accounts receivable are 
disclosed in a sufficient and detailed manner and the 
sufficient documents and 

information is retained. 

 The receivable accounts 
after the clarifications 
during the audit were 
improved but also 
during this year they 
were not presented 
accurately in AFS 

 

3.7.4 Debts 

Recommendation 22  

The Mayor should ensure that the Municipality will take 
further steps and develop action plans to execute the 
payments within the required period. 

  We did encounter the 
invoices where due to the 
lack of funds the invoices 
are paid after the legal 
deadline.  
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Annex IV: Letter of confirmation 

 

[Put the Municipality’s logo] 

 

 

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:  

 

 

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 Municipality of Deçan, 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.  

 

 

Mayor: 

XXXXXX 
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