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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 Fushe Kosova 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 Imer Vitija ( Team leader) and Kreshnike Haziri and Shefkije 

Beka  under the management of the Head of Audit Department 

Zuke Zuka.  

 

 

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

http://zka-rks.org  
 

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

Introduction  

This report summarises the keys matters arising from our audit of the 2016 Annual Financial Report 

of Fushe Kosova 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 03.11.2016.   

Our audit focus has been on: 

 

For more details, see Annex 1 of this report.  

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

reflection of the quality of internal controls implemented by the Management of the Municipality.   

Opinion of the Auditor General 

Unmodified Opinion with Emphasis of Matter   

In our opinion, the Annual Financial Statements for the year ended on 31st of December 2016 present 

a true and fair view in all material aspects.  

Emphasis of Matter  

As emphasis of matter, we would like to mention the fact that the Municipality had classified some 

expenditures under inadequate codes, by making payments from capital investments for  goods/ 

services and subsidies in the total amount of €345,755. The amount classified in wrong economic 

codes was  also approved with the Annual Budget Tables 2016. 

The Municipality did not manage to register all assets under €1,000.  

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  

 
 

 
 

 
 

 
  

The Audit Opinion has resulted with 
Emphasis of Matter due to 
inadequate classications  of 

expenditures as a result of poor 
planning and incomplete registration 

of assets under €1,000.

The Mayor should analyze the Emphasis 
of Matter for 2016 and identify the 

necessary actions to enable a true and fair 
presentation of AFS in 2017 ( see sub-

chapter 1.1). 

The AFS production process was 
accompanied with several identified 

errors during the audit. 

The Mayor should ensure the 
establishment of effective processes in 

order to confirm that the drafting plan of 
AFS 2017 addresses all financial 

reporting requirements.  This should also 
include the management review of the 

draft AFS, with special emphasis on areas 
with identified errors ( see sub-chapter 

1.2). 

Governance arrangements related to 
risk management, management 

reporting and implementation of 
recommendations  should be further 

improved. 

The Mayor should ensure that matters 
deriving from  general governance area 

should be addressed with additional 
attention and responsibility (see issues 2-

6).       

Eventhough in some areas the 
internal controls have proven to be 

effective, there are still management 
weaknesses especially in the  area of 
procurement, revenue management, 
receivable accounts and liabilities. 

The Mayor should apply a detailed 
assessment of procurement and other 

areas highlighted in this report in order to 
identify the reasons on emerging 

weaknesses and provision of necessary 
actions towards addressing them ( see 

issues in chapter 3). 
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Mayor’s response  

The Mayor has considered and agreed on detailed audit findings and conclusions and committed 

to address all recommendations given. Moreover, the Mayor 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.  
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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  

Unmodified Opinion 

We have audited the AFS of the Fushe Kosova 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, 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 by the Ministry of Finance.  

Basis for the opinion 

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

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

Responsibilities for the Audit of the AFS section of our report. We believe that the obtained audit 

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

We want to draw your attention to the fact that: 

• From tested samples, we have noticed that payments were done  from capital investments 

for goods / services and subsidies in the total amount of €345,755. The reason for the 

misclassification was poor budget planning in economic categories. It is worth clarifying that 

the value of €140,862 designated for co-financing of capital investments was paid to 

subsidise farmers (greenhouses, cultivators, lacto-freezers, beehives, etc.); Expenditures in 

the amount of €182,818 for the project "Maintenance, cleaning of the environment, raising 

social and home and ambulatory health care" that have been approved as capital 

investments were actually paid for a service project, and were not materialized as assets.  A 

total payment of  €15,551 was made from capital investments for social health care services 

from the project "Investment maintenance", while  subsidy payments of €6,524 were made 

from the category goods and services.  

• The above mentioned payments do not meet the conditions to be treated as capital projects; 

and 

• The Municipality did not manage to register all assets under €1,000, since purchases in the 

amount of  €51,172 (plastic containers) were not presented in the e-asset. 

Responsibility of Management and Those Charged with Governance and AFS  

The Mayor of  Fushe Kosova 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 of municipality is responsible to ensure the oversight of municipality’s financial 

reporting process. 

Auditor General’s Responsibility for the Audit of the AFS 

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

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

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

are free from material misstatements. 

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

accordance with ISSAIs will always detect a material misstatement when it exists. Misstatements 

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

could influence the decisions taken on the basis of these AFS. 
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An audit involves performing procedures to obtain evidence about the financial records and 

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

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

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

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

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

the entity’s internal control.  

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

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

presentation of the financial statements. 

1.2 Compliance with AFS  and other reporting requirements  

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, (with amendments  and supplements) with Law 

no.03/L-221, Law no. 04/L-116 and Law no. 04/L-194; 

 Budgetary requirements with  the Law on Kosova Budget  No; 05/L-071, as amended and 

supplemented with Law No; 05/L-109 on budget review.   

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

 Requirements of the Law on Self Governance,  

 Action Plan on implementation of recommendations; and  

 Other requirements for budgetary reporting, such as quarterly reports, including also the 

nine month financial statements in due time, operational reports ( of the performance) if they 

do exist;  

 Annual Procurement plan; and  

 Requirements of Financial Management and Control (FMC) procedures. 

In the context of AFS’s, issues related to the reporting framework were not addressed when 

preparing the draft financial statements, where we have identified the following non-compliances: 

 The AFS’s have been prepared without taking into account the standard format requirement 

issued by  MoF, where data are required to be submitted to (000) thousands; and 

 Article 14, Budget Execution Report, note nine (9), initial budget and final budget, tax and 

non-tax revenues are not presented in separate values. 

Following our suggestions, the financial statements have been corrected. 
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In the context of other external reporting requirements, we have no issues to raise. 

 

DECLARATION BY MUNICIPAL 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 as accurate.  

Issues related to misclassification of expenditure and asset management (under €1,000) have been 

highlighted in the audit opinion but were not considered with material impact on the opinion. 

1.3 Recommendations for the first part of the report 

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

causes of  emphasis of matter. The budget process should be a reflection of 

the real costs,  in order  that all expenditures are classified according to the 

appropriate codes. Additionally, prior  to submission of  statements to the 

MoF, they must undergo a comprehensive review of their content and 

accuracy. 
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2 Governance 

Introduction 

Effective governance arrangements are fundamental to every 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 compliance s in key income and expenditure systems (these areas 

are considered in Section 3 of this report) 

Overall Governance Conclusion  

The good governance procedures require that strategic and operational and activities are 

implemented and monitored in effective manner.  We have identified that the municipality has 

managed to draft the Strategic Development Plan 2016-2020, but not Operational Plans of 

Organizational Units. The lack of these operational plans continues to affect and remains   a 

challenge in the development of a good governance system. 

The self-assessment checklist, completed by the municipality, reflects a positive  situation compared 

to the previous year,  based on evidence. However, proper risk management procedures are not in 

place yet.  

Other arrangements that would support governance development, such as the effective response to 

audit recommendations and the operation of a high quality internal audit system, still remains a 

challenge for the municipality. 



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

 

 12 

2.1 Progress in the Implementation of Prior Year 

Recommendations 

Our Audit Report on the 2015 AFS of municipality resulted in 14  key recommendations. The 

municipality  prepared  an Action Plan stating how all recommendations will be addressed.  

At the end of our 2016 audit, two (2) recommendations have been implemented; five ( 5) 

recommendations were in the process of implementation, and seven (7)  have not been addressed 

yet. For a more thorough description of the recommendations and how they are addressed, see 

Annex III.  

 

Issue  2 - Addressing Prior Year Audit Recommendations – High Priority  

Finding  The data presented in the above paragraph show that  half of last year's 

recommendations have not been implemented because the municipality did 

not follow any formal process in order to manage and monitor the 

implementation actions of the Auditor General's recommendations. 

Risk Recurrence of some of last year and previous year's recommendations 

indicate weaknesses in internal controls in key financial systems,  that have 

resulted in particular in: misclassification of expenditures in inadequate 

economic  categories as a result of poor budget planning , weaknesses in the 

procurement process, increased liabilities, weaknesses in the management of 

own source revenues, increased receivables, and low performance of IAU and 

Audit Committee. 

Recommendation 2 The Mayor should consider the reasons why the prior year recommendations 

have not been implemented, and strengthen  the control and accountability 

measures to the individuals in charge of fully addressing the 

recommendations,  so that the actions foreseen by the Action Plan are fully 

implemented. In order to improve the process, progress reports pertaining to  

the implementation of the recommendations should be reviewed on the 

quarterly  basis, and the accountability mechanism should be established. 
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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.  We have tested the quality of FMC self-assessment 

submissions made to the Ministry by assessing one key question in each component of 

municipalities  checklist. The assessment of checklist by our side,  is not intended to give a 

commentary on the quality of the whole self-assessment questionnaire submission but will provide 

a ‘snapshot’ across a number of key questions to support the Ministry of Finance in its attempts to 

increase the effectiveness of the process and develop the FMC system as a whole.  

 

Issue  3 – Self Assessment Checklist – High Priority 

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

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

found that: 

• The self-assessment checklist completed by the municipality has 

verified that the required risk management systems were not functional 

yet; 

• The comprehensive development strategy of the municipal 

development plan is considered in place ,  but not including the  other 

operational plans; and 

• The links between the procurement plan and the planned budget 

projects require a more comprehensive review due to the fact that the 

municipality has classified some expenditures in inadequate codes and 

that the projects presented in the budgetary tables do not meet the 

conditions to be treated as capital projects. 

Risk Poor governance arrangements, particularly in the area of expenditure 

classification, affect the weakening of strategic and operational processes and 

reduce the possibility of timely responding to potential risks. 

Recommendation 3 The Mayor should ensure that a review of the list of risks has been 

implemented, improve the budget planning in order to avoid 

misclassification of expenditures and address other areas where weaknesses 

have been identified. 

2.3 Specific Governance Reviews 

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

which considered the context within which Fushe Kosova municipality operates and the challenges 

that it faces.  



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

 

 14 

2.3.1 Setting of Strategic Objectives  

Budget Organisations are obliged to prepare and submit organisation level strategic plans such as: 

Urban Plans, Spatial Plans, Emergency Operations Plans, Anti-Corruption Strategic Plans, Regional 

Development Strategy etc.  

    

Issue  4 – Lack of Strategic Plans  

Finding  The municipality has approved a general development strategy, and during 

2016 has drafted the development plan 2016-2020  but did not manage to 

prepare other operational plans  for the development of the municipal sectors. 

Risk Failure to prepare specific operational plans for sector development,  

jeopardizes the implementation of the strategy and prevents  the monitoring 

of  objectives fulfilment , which  within  municipality vision is one of the 

essential conditions of good governance. 

Recommendation 4 The Mayor should ensure the drafting of operational plans as well as outline 

an action plan for monitoring the achievement of results related to objectives,  

and establish effective oversight processes. 

2.3.2 Management Reporting and Accountability  

From the aspect of management reporting it is important that they include proper reporting to 

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

 

Issue  5 – Management Controls – High Priority  

Finding  Our review of management controls implemented in the municipal financial 

system has revealed weaknesses in the levels of controls. As such, the overall 

arrangements of controls require strengthening, particularly  in: procurement 

planning and adequate allocation of funds in economic categories, 

outstanding liabilities and receivables. 

Risk Poor quality of management controls reduces the ability to react on time, to 

actively manage municipal activities and to successfully address the existing 

challenges. 

Recommendation 5 The Mayor should ensure that the quality of management controls and 

budget oversight are reviewed critically and systematically in order  to ensure 

that appropriate controls in areas with identified weaknesses are in place. 
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2.4 Internal Audit System 

The Internal Audit Unit (IAU) operates with two auditors.  An effective audit requires a 

comprehensive work programme that reflects financial and other risks to municipality and provides 

sufficient assurance over the effectiveness of internal control. The impact of IA output should be 

judged by the importance that management places on addressing recommendations and the 

support provided by Audit Committee. In this regard, we consider the work of internal auditors, 

the actions undertaken by senior management in addressing the recommendations as well as the 

engagement of the audit committee. 

IAU had prepared the strategic and annual audit plan and the quarterly reports which were 

submitted  to the Central Harmonization Unit. IAU has planned six (6) audits for 2016, and has 

managed to finalize only two (2) of them. The first report deals with asset registration and 

monitoring procedures, while the second one deals  with own source revenues for  health, education 

and culture directorate. In 2016, the Audit Committee (AC) held two meetings, where they have 

discussed on the Municipality's financial report for 2015, analyses of  the annual plan (AP), the 

recommendations of the NAO's auditor and the reasons for their non-implementation. However, it 

was not  noted that AC  has contributed towards the  improvement of IAU work.  

 

Issue  6 – The implementation of IAU recommendations and Audit Committee – High Priority  

Finding  The management of the municipality did not draft an action plan for 

implementing the recommendations given by the IAU. Therefore,  this has 

resulted in the recurrence of the recommended issues. 

The Audit Committee did not manage  to review the reports of Internal 

Auditor made during 2016 and did not prepare a comprehensive 

management report on the request for taking concrete action towards  

implementing recommendations of Internal Auditor.  

Risk The low execution of the audit plan by IAU,  failure of drafting an  action plan  

by the management to address the recommendations made by the IAU,  and 

failure of the Audit Committee to fulfil its oversight role, increases the risk of 

non-correcting the  identified weaknesses  and  the  same to be  repeated from 

year to year. 

Recommendation 6 The Mayor should take concrete actions towards drafting an action plan for 

IA recommendations, and require from the responsible person  where the 

recommendations are given.  In  order to formally report on their 

implementation, it should  ensure that  IAU focuses its reviews on areas that 

contain a high degree of operational risk, and for the Audit Committee  to 

draft a working plan  that will determine the topics which will be  tackled 

with priority during the year. 
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3 Financial Management and Control 

Introduction 

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

chapter 2,  reflects the detailed work undertaken on Revenue and Expenditure Systems in budgetary 

organizations. As part of this we consider Budget management, Procurement and Human 

Resources, and Assets and Liabilities. 

Financial Management and Control Conclusion 

In the context of financial systems, controls over a range of spending areas require further 

improvement. The main areas where more improvements are needed are: budget planning and 

spending for economic categories, namely adequate spending classification, management of 

liabilities and receivables. 

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  2,350,000 2,427,787 2,262,738 2,034,210 2,288,351 

Police fines    130,754   

Court fines    34,295   

Total  2,350,000 2,427,787 2,427,787 2,034,210 2,288,351 

The revenues collected for 2016, compared with the previous year, increased by €393,577. Mainly, 

the increase has resulted from municipal tax revenues for inheritance registration, legalization of 

facilities  and from  property  tax revenues. Own source revenues were allocated  for capital 

investments, goods and services, utilities and subsidies. 
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Table 2. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget2 
2016 

Outturn 
2015 

Outturn 
2014 

Outturn 

Sources of Funds   8,578,620 9,844,668 8,210,069 8,268,351 7,876,173 

Government Grant -Budget  6,228,620 6,282,898 6,261,168 6,399,365 5,934,196 

Carried forward from 
previous year3 –  

 1,045,419 659,656 793,102 452,821 

Own Source Revenues4 2,350,000 2,350,000 1,181,936 1,055,547 1,489,156 

Domestic Donations  128,329 69,309   

External Donations   38,022 38,000 20,337  

The final budget compared  to the initial budget had increased by €1,266,048. This increase is a result 

of external donations with  €38,022, domestic donations of €128,329,  revenues carried forward from 

the previous year €1,045,419, while the government grant has increased by €54,278 in 2016. In total, 

the municipality used 83% of the final budget, a decrease of 5% compared to 2015. 

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 

8,578,620 9,844,668 8,210,269 8,268,351 7,876,173 

Wages and Salaries 4,288,461 4,425,961 4,405,372 4,266,183 3,903,283 

Goods and Services  564,245 717,329 714,238 707,486 645,117 

Utilities 150,000 149,809 149,710 169,390 190,664 

Subsidies and Transfers 274,675 443,077 383,933 389,231 711,981 

Capital Investments  3,301,239 4,108,492 2,557,016 2,736,061 2,425,128 

Explanations for changes in budget categories are given below: 

The final budget for capital investments has increased for  € 807,253 with the Governments decision, 

while the level of execution for this category was 62%. Other categories, such as wages and salaries, 

goods and services and utilities, had a positive trend of budget execution over 99%, while subsidies 

87%. 

                                                      
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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3.1.1 Revenues 

The revenues planned according to the initial budget for 2016 were €2,350,000, while the execution 

was  €2,427,787 that is equal to the amount of the final budget. These revenues relate to property tax 

revenues, administrative fees, rent revenues, construction permit revenues, revenues from traffic 

fines, and revenues from  municipal court  fines. 

 

Issue   7 - Construction of business/residence building  without construction permit – High 

Priority  

Finding  When issuing construction permit for an object, there was a delay in granting 

permit for more than 30 days , respectively 45 days from the application 

according to the Law on Construction 04 / L-110. The request for application 

was on 24.03.2014, while the construction permit was granted after two years, 

on 20.07.2016. 

During the physical examination, we found that during this period the facility 

was constructed, while the municipality, respectively the directorate of the 

inspectorate did not take  any prevention actions , and as a result it is not 

known whether the construction conditions were respected or not.  

Risk The  lack of inspections by the municipality at  constructed facilities,  

increases the risk of misuse during  construction  contrary to the urban 

conditions,  and failure to generate the planned revenues from this activity. 

Recommendation 7 The Mayor should ensure that each facility is inspected, that no facilities are 

constructed before being provided with relevant permits  in accordance with 

the Law on Construction and Urban Construction Conditions, and ensure 

that revenues are collected according to planning and regulation on tariffs 

and fees. 
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Issue  8 - Property tax– Medium Priority 

Finding  The Municipality for 2016 has planned €550,000, while it has billed €649,480. 

Until  31.12.2016, the Municipality has collected €616,000. This shows that 

there was huge discrepancy between planning for revenues  from property 

tax, billing and collection rate. 

The debt accumulated from property tax continues to remain high 

(€2,415,326). The municipality has commenced to apply the law on debt 

forgiveness, where from the total list of taxpayers not all the amnestied 

persons have been removed, implying that the list has not been updated, 

therefore the values cannot be accurate. The municipality also has failed to 

make annual verification of 1/3 of the properties as required by the Law on 

Property Tax. 

Risk The difference between planning, billing and execution indicates unrealistic 

property tax planning. Non-consistency of the revenue process has an affect  

towards inability  of project planning to be financed from own resources, or 

the appearance of revenue surpluses/deficit at the end of the year. 

Failure to update taxpayer's database and verify the total taxable properties  

increases the risk of inappropriate burdening of the actual  properties by the 

municipality and discriminate the ones who are paying the property tax. 

Recommendation 8 The Mayor should ensure that budget planning for the current year is based 

on current year's collections,  so that revenues are consistent with planning 

and collection expectations. The municipality should make a concrete plan to 

minimize the accumulated debts from 2003. Taxpayers who pay debts under 

the law, should be removed  from the municipal register for accumulated 

debts , and the list should  be updated by the end of 2017, as well as conduct  

annual  verification of 1/3 of the properties of the municipality. 

Issue  9 - Registration taxes on business activity- Medium Priority  

Finding  The Municipality did not plan revenues from doing business activities,  even 

though it collects revenues from this activity. The Municipality for the year 

2016 charged businesses with €144,461 but until  31.12.2016, it had collected 

only €12,632. Of the 1443 businesses operating in the territory of the 

municipality and which are charged with business taxes from previous years, 

the municipality does not conduct regular invoicing of the  monthly liabilities  

or for the remaining debts. In 2016, the registration of uncollected debts from 

business activities was € 799,498, which implies that receivables continue to 

grow annually. 
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Risk The lack of effective policies and of regular billing in this area has contributed 

towards  the accumulation  of high amounts of debts. Non-planning  of  

revenues  increases the risk of mismanagement in revenue collection as well 

as the possibility of making payments in selective manner. As a result, the 

capital projects planned from own source revenues cannot be executed. 

Recommendation 9 The Mayor should ensure drafting of a plan for collecting revenues from 

business activity fees  , by  billing every business on a regular monthly basis, 

ensuring that the list is up-to-date with active businesses that exercise activity 

and apply concrete measures for the reduction of accumulated receivables 

over the years. 

Issue  10 - Utilisation of municipality properties without valid contracts - Medium Priority  

Finding  From the list of users of public property / tenants,  and tenants of collective 

housing, we have noticed that in some cases contracts are not valid. The 

contracts had expired in the previous months, but the property of the 

municipality is still used without any legal basis. 

The flats granted for social cases, based on the  Law 03 / L-164 on the 

financing of special housing programs and administrative instructions 

should be charged at least with minimal value. Despite the minimal value for 

payment, debts from 2012 have not been collected and are constantly 

increasing. This is due to the lack of concrete plans for choosing an easier and 

more acceptable way for families using these flats,  to collect debts  remaining  

from previous years. 

Risk Utilization  of public property without a valid contract increases the risk of 

misusing these  properties , debts to become out of date , bad debts, and to be 

never collected. 

Recommendation 10 The Mayor should take measures in  providing the tenant with contracts in 

order to have a legal basis for the use of his property and to consider the real 

possibilities on dealing with outstanding debts from rents. On the contrary, 

public property must be restored to the full ownership of the municipality. 
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3.1.2 Wages and Salaries 

Wages and Salaries are paid through a centralised system. The controls that operate at local level  

by the municipality relate to: checking payments every month, signing the payroll, verifying 

possible changes that may be emerge through forms, reviewing the budget for this category, and 

reconciling with the treasury. 

The budget for this category for 2016 was planned €4,425,961, while it was spent €4,405,372 or over 

99%. 

 

Issue  11 – Contracts for teachers and special services – Medium Priority 

Finding  The municipality  with a decision has engaged two teachers for the subjects 

of Albanian Language and Mathematics in the elementary, secondary,  lower  

school "Selman Riza" for a period of three months. One teacher  with Bachelor 

degree in Sociology was  admitted for the subject of maths. In addition, 

employees were not subject of  pension contributions and wage taxes, as 

required by the Law on Personal Income Tax No. 03 / L-161. 

Risk The engagement of inadequate teachers according to  experience and 

qualification may result in unsatisfactory performance in the teaching process 

and for  student success. Exemption from  payment of taxes and contributions 

of employees with contracts for special services may pose a risk for  

municipality to become a subject of punishment by the tax authorities. 

Recommendation 11 The Mayor should review cases for which teachers are engaged and consider 

whether such engagements are appropriate for certain positions. In addition, 

to ensure that taxes and contributions are paid according to the applicable 

law on personal income tax. 
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3.1.3 Goods and Services and Utilities  

The final budget for goods and services and utilities for 2016 was €867,138, while the expenditures 

were almost in the same amount  (€863,948). They relate to supplies with equipment and inventory, 

office supplies, contractual services, derivatives, etc. 

 

Issue   12 – Bypassing of procurement procedures – High Priority  

Finding  The payment in the amount of €1,712 , dated 24.02.2016 was paid for the 

transport of pupils  in the relation  Bardh i Madh-Sllatinë e Madhe  on the 

basis of a memorandum of understanding from 2014, thus, bypassing the 

open procurement procedures. 

To draft the concept project "Lightening of the children's playground", the 

amount of €1,000 was paid to an external expert, without open procurement 

procedures, based on the proposal offered directly by the beneficiary. 

Risk Such irregular payments increase the risk of legal violations of procurement 

rules and in spending of public money. 

Recommendation 12 The Mayor should ensure that all payments are made only upon application 

of all  regular procurement processes ,  and once all  legal requirements  for 

public spending are met. 

Issue  13 - Advanced payments from Directorate of Culture - Medium Priority  

Finding  The  Directorate of Culture  has withdrawn an advance payment  in the 

amount of €1,000 (€960 spent) to fund the ensemble  "Voice of Kosovo"  for 

participation in the Albanian National Festival held in Tirana. In this case, the 

adequate procedures of spending public money were not respected. Such 

funding should be paid from the relevant category of subsidies and directly 

to the beneficiary's account, and not with cash. 

Risk Such payments for similar financing are in contradiction with  the  financial 

rules of Treasury and increase the risk of misusing funds and the purpose of 

the expenditure. 

Recommendation 13 The Mayor should review the functions of internal controls on spending   

public money and ensure that all legal requirements are met when processing 

payments.  
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3.1.4 Subsidies and Transfers  

The municipality of Fushë Kosova  according to the Law on Budget  had allocated for subsidies and 

transfers €443,077  while it has spent €383,933  or 87% of available funds. The municipality has 

mainly subsidized non-public entities to support sport-cultural activities, social cases, subsidies for 

agriculture and other cases. 

 

Issue   14 – Payment of wages and salaries from the category of subsidies - Medium Priority 

Finding  From the category of subsidies two payments were made: the amount of  €439 

was paid  for overtime and €381 was paid for compensation of unused annual 

leave. Such payments should be made from the category of wages and 

salaries. Such payments are not foreseen in the municipal internal regulation 

for the allocation of subsidies. 

Risk The lack of proper controls in respecting internal regulation, may affect  

towards non utilization of the budget for the planned purposes  allocated in 

the subsidy category, thus, resulting in non-completion of plans.    

Recommendation 14 The Mayor should ensure that subsidy payments are in compliance with the 

internal regulation on the allocation of subsidies, and that payments from this 

category are made only for payments that meet the defined criteria and 

conditions. 
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3.1.5 Capital Investments  

The final budget for capital investments was €4,108,492, of which €2,557,016 or 62% were spent in 

2016. They relate to investments in the construction of road infrastructure and various capital 

facilities. 

 

Issue   15 – Non-inclusion of projects in procurement plan  - Medium Priority 

Finding  The project "Renovation of the Pre-school institution facility", "Gezimi Yne", 

fixing  of the sanitary connections at  "Daut Bogujevci" school and of the  floor 

at "Lismiri" school  in the total amount of €10,712, as well as the project " 

Renovation and painting of walls inside and outside the sports hall in Fushë 

Kosovë "in the amount of €4,452 were not foreseen in the procurement plan. 

Risk The execution of projects outside the initial planning may hinder budget 

projections,  and affect towards the  failure of executing the planned projects 

with the annual procurement plan. 

Recommendation 15 The Mayor should ensure that the development of procurement procedures 

are conducted in conformity with the requirements of Article Eight (8) of the 

PPL, where  it is required  to estimate the annual needs of expenditures 

according to the  budget  and planned projects , respectively approved 

projects. 

Issue  16 - Non respecting of established criteria in Tender Dossier- High Priority  

Finding  According to the tender dossier and contract notice "Construction of a 

socially-owned host house in the village of Sllatinë e Vogël" (€6,012), one of 

the  criterion was  confirmation by the Tax Administration that the Economic 

Operator has no outstanding debts. In the tender evaluation report, this 

criterion was not taken into consideration by the evaluation commission. In  

the tender dossier,  a certificate  issued by TAK was found, indicating that  

EO had outstanding debts. 

Risk Failure to respect the required criteria in the tender dossier during the bid's 

evaluation,  resulted in a contract award to the non-responsible economic 

operator. 

Recommendation 16 The Mayor should review why in the aforementioned case  the procurement 

requirements were not  applied,  and ensure that in the future procurement 

procedures are developed in  conformity with  LPP requirements in awarding 

contracts only to responsible EO.   
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3.2 Assets  

3.2.1 Capital and Non Capital Assets   

Asset management is an important part of financial management and control in the public sector. 

Good asset management requires the municipality to have a full view of the assets, control and 

management procedures and to constantly update the changes in its registers. 

The  municipality during 2016,  has  managed to evidence and register its assets in the amount of 

€47,188,755 and to provide a comprehensive and complete register of non-financial assets (over 

€1,000). This resulted in the harmonization with  the municipal asset register, the cadastral register, 

notes in  Free Balance and the amount disclosed in the AFS. 

However, regarding the assets below €1000, AFS were understated, since not all purchases of the 

year under €1000,  have been registered.  

 

Issue   17 – Challenges on asset inventory - Medium Priority 

Finding  The commission appointed for the inventory of non-financial assets has made 

the inventory of assets  for the municipal administration, education and 

health institutions, and have drafted individual reports for these sectors,  but 

has failed to draft the overall report and make  reconciliations with the 

accounting status. 

The Municipality still did not draft internal written procedures for asset 

management, as required by the regulation on asset management, No; 

02/2013. 

Risk Failure to draft internal procedures for registering, storing and acquisition  of 

non-financial assets may cause difficulties in the management and complete 

and accurate registration of assets. Also, failure to draft an inclusive report,  

risks the  asset inventory  to not be fully disclosed.  

Recommendation 17 The Mayor should ensure  establishing of  internal procedures for asset 

management, inclusion of all assets in asset registers and complete the 

inventory, by drafting also  a comprehensive report on non-financial assets. 

3.2.2 Receivables   

The receivable accounts (R / A) are invoices that the municipality has not managed to execute  as 

own source revenues from rendered services, and property tax. 
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Issue  18 - The procedures of debt forgiveness -  Medium Priority  

Finding  The Municipality does not have internal procedures on reporting and 

recording all receivable accounts and  does not have  full reports on debt 

settlement procedures due to the non-application of  legal requirements , and 

property tax data does not present  the real situation  on the taxpayer's 

secured list. 

Risk Failure to apply internal procedures on reporting debts and non-application 

/ updating  the forgiven debts, pursuant to the Law on Debt  Forgiveness , 

increases the risk for the municipality towards not possessing   accurate data 

on its receivables. 

Recommendation 18 In order to have a comprehensive overview of the municipality  receivables, 

the Mayor should ensure that internal procedures on   accurate reporting of 

receivables are in place and apply the Law on Debt Forgiveness.   

3.3 Outstanding Liabilities  

The total outstanding liabilities at the end of 2016 were €479,000. Compared to the previous year 

(€64,000), liabilities have increased by €415,000. The highest value is from capital investments, 

followed by utility expenditures and goods and services.   
 

Issue  19 – Weaknesses in liability management - Medium Priority 

Finding  In the fifteen tested payments in the amount of €136,409  it has been noted 

that the payments for received invoices have exceeded the legal deadline5 for 

payment. In addition, the municipality has overstated the liabilities from 

capital investment  by presenting the contractual obligations as financial 

obligations in the amount of €299,000. 

Risk Failure of  timely payments   to suppliers and the huge increase in liabilities 

during 2016 increases the risk of non-executing the  current expenditure plans 

, as  the municipality should pay off the liabilities of the previous year   and 

the withdrawal of money can be made directly from Treasury from eventual 

litigations. 

Recommendation 19 The Mayor should take appropriate and timely measures  for  budget 

planning in order to fulfil the remaining liabilities , as well as establish 

effective policies for preventing entry into new obligations. The financial 

liabilities should be presented in the AFS only when the invoice is received in 

the municipality, whereas the contractual obligations should be disclosed 

separately. 

                                                      
5 According to the Financial Rule 01/2013- on spending of public money, every invoice submitted to entity should be 

paid within 30 days  after its receipt.  
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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 - s 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. 

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. 
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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 III: Prior Year Recommendations  

Audit Component Recommendation  given Implemented  Under 
implementation  

Not 
implemented 

2. Financial 
statements 

The Mayor should ensure that effective processes are in place to confirm 
that the 2016 AFS production plan formally addresses all issues raised 
including significant risks on misclassification of expenditure and disclosure 
of assets. This should also include management review of the draft AFS 
with specific focus on high risk areas and areas where errors have been 
identified. 

 Poor planning has 
continued.    

 

2.3 Addressing 
Prior Year Audit 
Recommendations 

The Mayor should strengthen control and accountability measures against 
persons charged with addressing the recommendations that the actions 
defined in the Action Plan to be implemented, in particular in high risk 
identified areas and within the defined timeframes. 

 The Mayor is 
informed verbally,  
but there is no 
written reporting 
on implementation 
of 
recommendations. 

 

2.4 FMC Self-
Assessment 
Checklist 

The Mayor should ensure that that governance processes are followed by 
strategic planning, risk management and implementation of procedures to 
measure results against objectives. 

 Operational plans 
are lacking   

 

2.5.1 Risk 
Assessment 

The Mayor should ensure that the identification, risk assessment and 
measures to reduce risk to acceptable levels, considered in the highest levels 
of management. Further on, it should ensure that direct responsibility for 
risk management is delegated to a relevant director, who in coordination 
with Heads of unit to manage this process and will report regularly on risks.  

  Not 
implemented. 
there is no list 
of risks  
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2.5.2 Management 
Reporting 

The Mayor should ensure that a review is carried out to determine the 
format of financial and operative reporting to senior management which is 
required to support effective business management and ensure that an 
appropriate and effective solution is in place. 

 Each department 
report 
individually but 
there is no 
comprehensive 
reporting   

 

2.6 Internal Audit 
System 

The Mayor should ensure that internal audit system operates effectively, 
with primary focus on the areas where risks are assessed as high and that 
the reviews address current year issues/activities. As priority areas for the 
audit could be: own source revenues, the provision of subsidies, 
misclassification of expenses repeated for years, etc. The Audit Committee 
should also draft a working plan defining work agendas and topics to be 
addressed during the year. 

  IAU 
conducted 
only 2 out of 6 
planned 
audits, one of 
which was 
not planned.  

3.3 Budget 
Planning and 
Execution 

The Mayor should ensure that budget performance is systematically 
monitored on a monthly basis and that this review identifies and addresses 
barriers to planned levels of budget execution. 

  Low budget 
execution on 
capital 
investments  

3.4 Procurement The Mayor should ensure that only those projects of capital nature are listed 
in budget tables for Capital Investments. Further on, internal review should 
be carried out to determine why procurement requirements were not 
addressed in all cases mentioned and the same shortcomings are not 
repeated in the future. 

  Non-capital 
projects were 
entered into 
the budget 
tables of 
capital 
investments  

3.5.1 Other 
payments 

The Mayor should ensure that financial controls on the way funds are spent 
is strengthened to ensure that all expenditures are made in line with the law 
on and relevant regulations. 

  Payments 
were made 
from Capital 
Investments 
which do not 
classify as 
such.  
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 The Mayor should ensure that in co-financing cases in the future he will be 
an active and equal party when it comes to follow up, implementation and 
oversight of these projects. Such practices of financing and payments made 
under these agreements should be stopped, and instead it should be insisted 
that all payments are made only after services are rendered and invoice 
based and based on progress of the agreements and not as advance 
payments. 

 Lack of equal 
oversight in 
project 
implementation   

 

3.5.2 
Remunerations 
(Wages and 
Salaries) 

The Mayor should ensure that expenditures are made in line with 
appropriations and no expenditure is made from category of 
Goods/Services and Subsidies for the category of Wages and Salaries. 

Implemented    

3.6 Revenues The Mayor should urge relevant municipal departments to strictly 
implement the requirements of contractual provisions to persons these 
properties were sold or leased. Further on, an improved approach of 
planning revenue could be applied taking into consideration the analysis of 
the trend in recent years, and the current base of property tax burdens and 
potential construction. A subject to review should be the issue of putting in 
place efficient strategies and mechanisms for collection of debts from 
business taxes, not excluding the administrative measures (if necessary). 

  Unreal 
planning   

3.7.1 Capital and 
Non Capital Assets 

Despite our considerations for the work of the Committee, we recommend 
that the Mayor should ensure that the register of assets over €1,000 contains 
only assets owned by the municipality, and the recording process continues 
until the final recording of all assets. 

Implemented    

3.7.2 Handling of 
Receivables 

The Mayor should ensure that a reassessment process is initiated, where all 
receivables in terms of age and real possibilities for collection are analysed. 

  Receivables 
were not 
revaluated 
when it comes 
to aging.   

Number of 
recommendations  

 2 5 7 
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Annex IV: Letter of Confirmation   

 

LETTER OF CONFIRMATION  

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

recommendations:   

 

To: National Audit Office                                                                    Venue and date: 18.05.2017 

 

 

Honoured, 

We hereby confirm that: 

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

Financial Statements of the Municipality of Fushe Kosova, 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: 

Burim Berisha
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