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

institution of economic and financial control which, according to the 

Constitution and domestic laws, enjoys functional, financial and 

operational independence. The National Audit Office undertakes 

regularity and performance audits and is accountable to the 

Assembly of Kosovo.  

Our Mission is to contribute to sound financial management in the 

public administration. We perform audits in line with 

internationally recognized public sector auditing standards and 

good European practices. 

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base for 

holding managers’ of individual budget organisations to account. 

We are thus building confidence in the spending of public funds 

and playing an active role in securing taxpayers’ and other 

stakeholders’ interests in enhancing public accountability. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Prishtina 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 Team Leader Selvete Foniqi and team member Elvir Krasniqi 

under the management of the Head of Audit Department Zukë 

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 key s arising from our audit of the 2016 Annual Financial Report of the 

Obiliq 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 17.10.2016.  

Our audit focus has been on: 

 

For more details, 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 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 an emphasis of the Matter we would like to mention the fact that the Municipality did not present 

payments from third parties in the amount of €43,730; it had misclassified the expenditures in the 

amount of €34,438 and the accounting records of the assets are not correct. 

For more, see Section 1.1 of this Report.  

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

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

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

The Annual Financial 
Statements

Governance
Financial Management 

and Control
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Key Conclusions and Recommendations  

 

 

 

 

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 Audit Opinion resulted in 
Emphasis of Matter due to non-

recording of third party payments, 
inadequate classification of 
expenditures as a result of 

mismanagement as well as the 
incomplete asset registry.

The Mayor should ensure that an 
analysis is made to dermine the reasons 

for the 2016 Emphasis of Matter and 
identify actions required to enable a true 

and fair presentation of assets in 2017 
(see sub-section 1.1). 

The AFS production process was  
followed with of financial errors 

identified during the audit.

The Mayor should ensure that effective 
processes are in place to confirm that the 

2017 AFS production plan formally 
addresses all financial reporting 

requirements. This  includes 
Management review of the draft AFS 

with specific focus on areas where errors 
have been identified (see issues in sub-

section 1.2).

Governance arrangements which 
relate to accountability, self-

assessment, risk management,  and 
management reporting require 
further improvements. Internal 
Audit Activity does not support 

developments in this area.

The Mayor should ensure that 
Governance arrangements are critically 
reviwed  and support the improvement 

of accounability arrangements and 
management reporting including 

operational effectiveness of IAU (see 
issues  2 to 6).

Although internal controls are 
effective in some areas, there are 

major weaknesses in  a number of  
important financial systems, 

including: procurement, goods and 
services, capital investment and 

revenue management (receivables).

The Mayor should implement a detailed 
assessment of procurement  and other 

areas of concern highlighted in this 
report to identify reasons for weaknesses 
and actions needed to address these (See 

Section 3)



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

 

 6 

1 Annual Financial Statements and other External 

Reporting Obligations   

Introduction  

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

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

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

AFS are submitted to the 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 with Emphasis of Matter  

We have audited the Annual Financial Statements of the Obiliq 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 aspects in accordance with International Public Sector Accounting 

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

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

Reporting of Budget Organisations. 

Basis for the opinion 

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

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

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

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

We draw your attention to the fact that:  

 Payments from third parties2 have not been presented to AFS. Based on the municipal 

documentation, the value of €43,730 was a benefit from CDF for road rehabilitation; 

 From the category of capital investments3, payments were made in the total value of €34,438, 

which belong to the category of goods and services. This resulted in the 

overstatement/understatement of the relevant categories. Similarly, they are registered in 

the asset register; and  

 The value of the assets recorded in the AFS was not complete since the municipality still 

does not have all the lands owned by the municipality recorded, while the amounts of 

€64,610 and €43,730 for the rehabilitation of the roads are not recorded in the accounting 

asset records. 

Responsibility of Management and Those Charged with Governance and AFS  

The Mayor 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 

Financial Management and Accountability (as amended and supplemented).  

The Mayor 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. 

                                                      
2 The Municipality had a cooperation agreements with the Community Development Fund (CDF) for the rehabilitation of 

the streets “Presveta Bogorodice” and “Pop Djoka”. According to the agreement, the Municipality finances with €10,222 
while CDF with €48,589. 

3 Projects (disbursement fees) (€9,750), elimination of illegal landfills (€8,000) and other equipment (16,688) were approved 

with Budget Tables 2016 as capital investments not meeting the conditions to be treated as capital projects. 
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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  

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); 

 Requirements  of Local Governance Organic Laws; 

 Requirements of the Law on Kosovo 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, no.02/2013 and 01/2017; 

 Action Plan on implementation of recommendations; and  

 Requirements of Financial Management and Control (FMC) procedures;  

 Other budget reporting requirements such as: quarterly reports including nine month 

financial statements in time; operational (performance) reports, if any; and  

 Draft and final procurement  plans in time.  

In the context of the AFS quality, a number of advises that we have given within the Audit 

Memorandum dated 21.11.2016 were addressed during the preparation process.  

Some financial adjustments to the draft AFS were required, which were then adjusted: 

 Article 14, Budget Execution Report, the final budget column shows the execution of 

revenues, and the final budget value has not been presented; 

 The final donation budget was €16,209, while it should have been €11,000; and 

 The final budget of appropriations by codes was €5,705,133, while it was €5,817,122. 
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Following our suggestions, the above issues have been adjusted. However, the errors that have 

remained unadjusted are: 

 In article 13, Statement of Cash Receipts and Payments, no payments in the amount of 

€34,438 from third parties were presented; 

 In Article 14.6, disclosure of initial and final budget allocations, changes to own source 

revenues were wrongly disclosed; and 

 Disclosures in Articles 16, 17 and 19.3 related to receivables on property tax, outstanding 

liabilities and inventories are presented with errors. 

In addition, the Municipality still has not recruited the Chief Financial Officer (CFO)4 and AFS are 

signed by the Director of Finance.  

In the context of other external reporting requirements, the Chief Financial Officer of the 

Municipality failed to submit a detailed quarterly report on the progress achieved in terms of 

implementing all capital projects with a value higher than ten thousand (10,000) Euros. A copy of 

such report should also be submitted to the Minister of Finance as a requirement of Law no. 05/L -

071 - on the budget of the Republic of Kosovo for 2016. 

DECLARATION BY THE MANAGEMENT OF THE MUNICIPALITY  

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 correct, 

except the issues emphasised within the Audit Opinion but which are considered non-material.  

1.3 Recommendations for the first part of the report 

Recommendation 1 The Mayor should, when the AFS are prepared, ensure that the required 

documentation for the processing of amounts received from third parties in 

the statements as well as in the respective module in the KFMIS has been 

completed, the assets register is complete, including lands owned by the 

Municipality, and items that do not meet the criteria of assets, should be 

removed from the registers. The Mayor should ensure that an appropriate 

solution is found to cover the position of the CFO. Further on, before the 

statements are sent to the MoF, they should undergo a comprehensive review 

of their content and accuracy, with particular emphasis on recording third 

party payments and disclosures of other information. 

                                                      
4 The statements should be signed by the Chief Administrative Officer and the CFO, as well as every Budget 

Organization, must have the Chief Financial Officer having a civil servant status. 
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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 Budget Organisations ( BOs) provides a framework for 

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

Municipality 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 issues in key income and expenditure systems (these 

areas are considered in Section 3 of this report). 

Overall Governance Conclusion  

Good governance procedures require that strategic and operational activities are effectively 

implemented and monitored. We have identified that the Municipality has made some 

improvements regarding the initiative for drafting the municipal strategy. It has established 

working groups for drafting the strategy for 2017-2021 period, supported by CDF and USAID and 

monitored by the Ministry of Local Government and Administration. The first draft was prepared, 

but formally it has not yet been finalised. 

The Municipality has considered the legal requirements foreseen by the FMC rules and timely 

completed the self-assessment carried out by the Mayor and the Chief Financial Officer, but it needs 

to include more critical assessment when it comes to the achievement of results. The risk register 

has not been prepared, as one of the requirements arising from the FMC procedures. 

A key tool to support effective governance is the implementation of audit recommendations. The 

Municipality failed to implement the recommendations of the previous year to a sufficient level. 

In terms of compliance with legislation, our audit has encountered some weaknesses which include 

procurement, revenues, assets and receivables. 
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2.1 Progress in the Implementation of Prior Year Recommendations 

Our Audit Report on the 2015 AFS of the Municipality resulted in 19 recommendations. The 

Municipality prepared an Action Plan stating how all recommendations will be implemented.  

By the end of our 2016 audit, five (5) recommendations were implemented, seven (7) were in process 

of implementation and seven (7) have not yet been implemented. For a more thorough description 

of the recommendations and how they are addressed, see Annex III.  

 

Issue  2 – Implementation of Prior Year Recommendations – Medium Priority  

Finding  Despite the essential progress in implementing the recommendations, no 

formal monitoring, evaluation or reporting process on the level of progress 

has been implemented, and this indicates that the accountability function in 

this area has not been applied sufficiently. 

Risk Repeating some of prior year’s recommendations confirm the weaknesses of 

internal controls in key systems that have resulted in: poor classification of 

expenditures, weaknesses in managing revenue from rents, incomplete asset 

registry and lack of mechanism for effective collection of receivables. 

Recommendation 2 The Mayor should consider the reasons why a number of previous year’s 

recommendations have not been implemented and to ensure that the action 

plan prepared after receiving this report will incorporate all the 

recommendations given and will set the exact deadlines, measures and 

persons responsible for implementing the recommendations. In order to 

improve the process, progress reports on the implementation of the 

recommendations should be reviewed quarterly and the accountability 

mechanism should be in place.  
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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. For all audits we undertook we have tested the 

quality of FMC self-assessment questionnaires submitted to the Ministry by assessing one key 

question in each component of the checklist for the Municipality. The self-assessment checklist 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 – Failure to submit the Self-Assessment questionnaire – 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: 

1. The Self-Assessment questionnaire is completed by the Municipality, 

but it confirmed that the Municipality has not yet identified the list of 

risks that could risk the achievement of objectives and the lack of 

proper feedback in case of their occurrence.  

2. The Municipality still does not have a comprehensive development 

strategy in place. The last strategy drafted by the Municipality covers 

2007-2010 period. Finalising the 2017-2021 strategy remains one of the 

priority tasks, as the same is still in drafting procedures; and 

3. Links between the procurement plan and budget, monitoring 

processes and the production of adequate reports on a timely basis are 

considered in place by the Municipality although reports were not 

always produced on a timely basis. 

Risk Lack of an overall development strategy and the risk register that the 

Organisation may face increases the risk that the Municipality’s objectives set 

may deviate from the initial plan and reduces the possibility of timely 

response to potential risks. 

Recommendation 3 The Mayor should address the finalisation of the comprehensive strategy, the 

risk register as a matter of priority, to ensure that after the risk register has 

been drafted, direct responsibility for risk management is delegated to a 

respective director who in coordination with the heads of other units will 

manage this process and report on a regular basis on the risks. 
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2.3 Specific Governance Reviews 

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

which considered the context within which the Municipality operates and the challenges that it 

faces.  

2.3.1 Setting of Strategic Objectives  

All 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 - High Priority  

Finding  The Municipality does not have a comprehensive development strategy in 

place yet. The strategy is still a draft, while the last strategy that this 

Municipality drafted covers the period 2007-2010. There is no strategic anti-

corruption plan and no operational plans. 

Risk Lack of strategic and operational plans makes the follow up on objectives’ 

achievement impossible in the light of the Municipality’s vision, as one of the 

essential requisites of good governance.  

Recommendation 4 The Mayor should ensure that  draft strategic plans are finalised and  

operational plans and action plan are drafted for monitoring the achievement 

of results against objectives by establishing effective oversight functions. 
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2.3.2 Management Reporting and Accountability  

A range of internal controls are applied by Management to ensure that financial systems and 

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

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

 

Issue  5 – Weaknesses in Management Controls and Reporting – High Priority  

Finding  Our review of the management controls applied to Municipality‘s key 

financial system highlighted poor quality financial reporting of expenditure 

and revenue to senior management and an incomplete analysis of service 

delivery. As such, the overall arrangements for controls require 

strengthening, particularly when it comes to: procurement and adequate 

allocation of funds across economic categories, outstanding liabilities and 

receivables. 

Risk Poor quality of controls by the management and deficient reporting reduces 

the management’s ability to actively manage the operations of the 

Municipality and successfully address existing challenges. 

Recommendation 5 The Mayor should ensure that the reporting by the heads of municipal 

departments is sufficient, qualitative and timely in order to increase the 

decision-making ability and timely response to situations that may threaten 

the smooth running of the Municipality’s financial and operational activities. 
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2.4 Internal Audit System 

The Internal Audit Unit (IAU) in the municipality operates with an auditor. To carry out an effective 

audit, a comprehensive work program that reflects the financial and operational risks of the 

municipality is needed and provides sufficient assurance on the effectiveness of internal control. 

The impact of Internal Audit products should be judged by the importance given to management 

by addressing the recommendations as well as by the support provided by an effective Audit 

Committee. 

Compared with last year, some minor improvements have been made in the organization and 

administration of the Internal Audit Unit (IAU), such as the drafting of the 2016-2018 Strategic Plan. 

During 2016, out of the seven planned audits, AB had completed all: (1) Asset Management for 2015 

- April 2016, (2) Autopark Management for 2015 to June 2016, (3) Revenues (4) Revenues to the 

Directorate for Urban Planning, Cadastre and Property for 2015, (5) Revenues and Expenditures to 

the Health Directorate for 2015, (6) Procedures Procurement for the period August 2015 - August 

2016, and (7) Audit of municipal expenditures for January-September 2016. 

 

Issue  6 – Implementation of IAU recommendations and lack of Audit Committee - High Priority 

Finding  Although IA produced a number of reports, most of review areas from 

internal audit cover the activities of 2015, which means they do not add any 

significant value to current internal control improvements. The management 

of the Municipality, on the other hand, did not have an action plan for 

implementing the recommendations given by the IAU, so this has resulted in 

the repetition of the recommended issues. Further on, the Internal Audit 

Committee has not yet been established by the Municipality. 

Risk Insufficient auditing focus on current issues and failure to address 

management recommendations reflect the lack of attention to the internal 

audit role by management that an internal audit system may give to the 

Municipality for the effective functioning of internal controls. This may result 

in unidentified weaknesses and the continued ineffective practices. 

Recommendation 6 The Mayor should strengthen co-operation with internal audit by identifying 

more sensitive areas for auditing based on the potential risk level as the basis 

for drafting the annual work plan. Subsequently, it should review the actions 

taken by the management in relation to the implementation of the internal 

audit recommendations. The establishment of the Audit Committee should 

also be a matter for consideration within a reasonable time. 
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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 

section two above reflects the detailed work undertaken on Revenue and Expenditure Systems in 

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

Resources issues, and Assets and Liabilities. 

Financial Management and Control Conclusion 

Regarding the financial management and the implementation of controls, the main challenges are 

the budget planning and execution, the collection of property tax, the complete asset register, 

receivables and other expenditures, the procurement process, the expenditure according to the 

economic classifications and management of liabilities. 

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 

Total of Own Source Revenues  900,000 900,000 782,798 1,043,717 1,045,796 

Own Source Revenues  900,000 900,000 769,870 1,032,412 1,013,161 

Fines from Police   11,588 9,810 28,690 

Fines from Court   1,340 1,495 3,945 

During 2016, the Municipality recorded a negative trend regarding the collection of own source 

revenues, which represents a performance for 25% lower than in previous year. According to 

revenue planning, the collection was around 87%, as a result of the stagnation in collecting of 

revenues from property tax, rent and business fees. 

Out of the total level of expenditures, around 17% of them or €963,862 have been covered by own 

source revenues. This scale represents a low coverage of own source revenues. 
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Table 2. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget5 
2016 

Outturn 
2015 

Outturn 
2014 

Outturn 

Sources of Funds   5,226,546 5,817,122 5,526,498 5,511,351 5,179,911 

Government Grant -Budget  4,326,546 4,558,360 4,546,596 4,241,691 4,178,692 

Carried forward from previous 
year6 –  

0 342,553 315,585 515,298 422,650 

Own Source Revenues7 900,000 900,000 648,276 725,279 578,569 

Domestic Donations 0 11,008 10,840 7,738 0 

External Donations  0 5,201 5,201 21,345 0 

The final budget in relation to the initial budget was increased by €590,576. This increase is the result 

of donations of €16,209, revenues carried forward from the previous year of €342,553, as well as the 

increase applied after the budget review and in line with Government decisions of €237,027. Budget 

cuts were €5,213. 

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 

5,226,546 5,817,122 5,526,498 5,511,351 5,179,911 

Wages and Salaries 3,505,280 3,702,047 3,673,058 3,529,492 3,238,451 

Goods and Services  340,039 409,428 372,479 437,866 401,586 

Utilities 123,000 122,196 116,453 126,974 102,067 

Subsidies and Transfers 138,799 157,316 133,127 165,009 78,926 

Capital Investments  1,119,428 1,426,135 1,231,381 1,252,010 1,358,881 

In 2016, the Municipality spent 95% of the final budget, roughly the same level as in previous year. 

Overall, it is considered a good budget execution performance. However, within the economic 

categories there were setbacks in execution. The capital investment budget was spent 86% for the 

cause of delays in the work and the collection of own source revenues dedicated to capital 

investments.  

  

                                                      
5 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
6 Own Source Revenues unspent in previous year carried forward into the current year. 
7 Receipts used by the entity for financing its own budget.  



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

 

 18 

Explanations for changes in budget categories are given below: 

 Wages and Salaries increased by €196,767 as a result of covering the deficit for salaries by 

the Ministry of Finance; 

 Goods and Services increased by €69,389. This increase was: under the budget review 

€40,000, carried forward revenues €28,581, donations €5,201, and by decision of the 

Government €4,393were withdrawn at the end year;  

 Utilities have been reduced by €804. This was, as a result of budget cuts of €820 and increased 

by €16 from carried forward revenues; 

 Subsidies and transfers increased by €18,517. This increase was from the carried forward 

revenues of €18,257 and the government grant €260; and 

 Capital Investments have increased by €306,707. This increase was €295,699 from carried 

forward and donations €11,008. 

3.1.1 Revenues 

During 2016, the Municipality recorded a negative trend when it comes to the collection of own 

source revenues. €782,798 of Own Source Revenues were collected, representing a performance for 

25% poorer than last year. Amounts collected relate to revenues from property tax with €328,871, 

fees for exercising the activity, €100,007, inheritance registration tax €74,314, construction license fee 

€50,395, fee for civil registration documents €20,495 and other municipal fees of €208,716. 

 

Issue  7 - Shortcomings in verifying the status of taxable properties - High Priority 

Finding  The Municipality did not carry out the verification process of 1/3 for the 

properties required by Article 13 of Administrative Instruction 03/2011. 

Verification was made only for 216 properties. Further on, 126 business 

properties that were not given in use8 were not verified. This was a  result of 

an insufficient number of staff at the municipal property tax office to carry 

out the assessment process. 

Risk Lack of staff to carry out verifications of the current status of taxable property 

reduces the possibility of identifying properties and makes it difficult to 

impose tax burdens on sustainable tax bases with the real possibility that tax 

rates are not adequate to property status. 

Recommendation 7 The Mayor should ensure that the property tax office has sufficient resources 

to complete the annual property verification process for the purpose of 

meeting the legal obligation on the one hand and increasing revenue from 

this source on the other. 

                                                      
8 Municipal Property Tax Offices every year must verify the condition of these facilities to ensure they have started an 

activity. 
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Issue  8 – Renting Public Space - Medium Priority 

Finding  Renting the space for buffet within the “Hasan Prishtina” primary school, the 

school’s steering council had made an announcement setting the highest 

award criterion. However, the other criteria were not specified, so the offers 

were different for days or months (price  €6.5 per day, €160/month and 

another offer with €190/month). The winning bidder was announced at the 

price of €6.5 per day or €160/month. Therefore, according to the calculations, 

the highest price of €190 per month was not selected.  

Risk Lack of specific criteria in the bid request resulted in selecting the lowest price 

bidder choosing causing lower monthly benefits for the Municipality.  

Recommendation 8 The Mayor should ensure that renting processes are followed by setting  clear 

criteria for interested bidders, so that the Municipality gais maximum 

benefits from renting public spaces. 

Issue  9 - Utilisation of municipal premises without an agreement - Medium Priority  

Finding  The Municipality owns nine (9) business premises in the D and G residential 

buildings, out of which four (4) private businesses are users of premises, but 

the Municipality did not produce any decision, contract or renting agreement, 

and consequently, the Municipality does not collect revenues from the use of 

these premises. 

Finding  The use of premises by businesses without a rent agreement results in failure 

to collect funds from the Municipality and may lead to misuse of municipal 

property. 

Recommendation 9 The Mayor should ensure that users of municipal premises are provided with 

contracts specifying all terms of use, duration, deadlines for payment, and 

condition of facility maintenance. 
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3.1.2 Wages and Salaries 

Wages and Salaries are paid through a centralised system. Controls operating locally by the 

Municipality relate to: controlling payments, by signing payroll lists; Verification of possible 

changes that may be presented through forms; and revision of the budget for this category and 

reconciliation with the Treasury. The planned budget for Wages and Salaries was €3,702,047, while 

€3,673,058 or 99% were spent. 

 

Issue  10 – Teacher’s Contract for a specified period - Medium Priority 

Finding  The Municipality did not equip physical education professor at “Ismail 

Dumoshi” school with a Contract, according to the criteria required by AI 

10/2015, even though this teacher had met these criteria, he was awarded 

with one year contract.  

Risk Failure to extend contracts with indefinite term for the teachers who meet the 

criteria are in violation of the AI and violate the right of employment 

relationship.  

Recommendation 10 The Mayor should ensure that a review is made by the Education Directorate, 

for teachers who meet the criteria to get equipped with  contracts with 

indefinite term, all the education staff who meet the legal requirements. 

3.1.3 Goods and Services and Utilities  

The final budget for Goods and Services in 2016 was €531,624. Of these, €488,932 or 92% were spent. 

Most of the expenditures in this category include the expenditures for other contracting services 

€50,723, vehicle fuel €31,186, electricity costs €77,605 etc. 

Issue  11 – Avoidance of Procurement Procedures - High Priority 

Risk The Municipality paid €2,000 for travel and accommodation (Durres) for the 

staff “February 17” school by not carrying through the procedures according 

to the Law on Public Procurement. The Economic Operator was selected only 

with the authorisation of the school principal.  

Risk Authorised expenditures without procurement procedures, in addition to 

being in contradiction with financial regulations for spending public money, 

increase the risk of services being paid at more expensive prices than prices 

offering market competition.  

Recommendation 11 The Mayor should ensure that for all activities that are needed for 

procurement procedures, appropriate procedures should be developed in 

order to ensure the transparency of the process and the most appropriate 

prices that competition offers. 
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Issue  12 - Remuneration of Directors from other contracting services - Medium Priority  

Finding  From the category of goods and services for July and August 2016, the 

Municipality paid the salaries of the two appointed directors. Payments of 

municipal employees should be made through the payroll and payroll codes.  

Risk Payment of salaries from the category of goods and services reduces the 

budgeted funds for goods and services, with the possibility of deficit 

manifestations in this category, and presents a misleading statement of 

expenditure by category understating one and overstating the other category.  

Recommendation 12 The Mayor should ensure that the funds are spent in accordance with the 

initial appropriations of the budget, and in case of such deviations, the 

expenditures should be presented and disclosed in accordance with the legal 

requirements for a fair reflection on the financial reporting.  

3.1.4 Subsidies and Transfers  

The final budget for subsidies in 2016 was €157,316. Out of these, €133,127 or 85% were spent. They 

are related to subsidies in health, education, culture, etc. The municipality in December 2016 

amended the regulation according to the recommendation given regarding some uncertainties 

about the way subsidies are granted. 

We have no recommendations in this area.  
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3.1.5 Capital Investments  

The final budget for capital investments was €1,426,136. Out of them, in 2016, €1,231,381 or 86% 

were spent, an approximate level with that of previous year. 

 

Issue  13 - Delays in execution of works and lack of executive project - High Priority  

Finding  The weaknesses that have been noticed in project management are:  

 For construction project “Paving rural road and pavement, Qazim 

Shalaku, Ilir Konushevci, Hasan Prishtina side 1 and side 2”, the 

Municipality initiated procurement procedures without the attached 

executive project, as required by AI 01/2014 of the PPRC; and  

 In 5 cases identified9, there were delays in the execution of the works. 

This has been the result of managing capital projects poorly, 

ineffective controls of supervisory bodies, lack of detailed contract 

management plans and working dynamics. Some of these delays were 

caused by climatic conditions and property disputes that the 

municipality did not consider before initiating projects.  

Risk Lack of executive projects affects in carrying out projects outside construction 

standards and may result in additional investment costs. Delays in the 

implementation of projects increase the risk that the delivery of services to 

citizens is delayed and the projects are not  completed, as well as the 

remaining obligations are carried forward in the following year.  

Recommendation 13 The Mayor should ensure that no project forbids the execution of Work before 

drafting executive projects, and strengthen oversight controls and resolve all 

issues that may reflect on project execution delays.  

                                                      
9 Asphalting of Rural Roads and Sidewalks in Mazgit “(delay of 39 days),” Breznica-Kozarica Sewage “(two years 

delay),” Roundabout, Pavilion and Lighting-Obiliq-Prishtina “(one month delay),” Renovation of Schools and 
Purchase of equipment “(delay one month),” open air channel and faeces collector “(delay over 9 months). 
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Issue  14 - Direct payments executed by the Treasury - High Priority  

Finding  Based on the framework contract dated 15.08.2013, the Municipality has 

performed the work (paving roads with gravel) without committing the 

funds. The works have been completed, while the Municipality has entered 

into obligations without having budgetary funds. At the request of the 

operator, the Treasury made a direct payment of €64,610 from the budgeted 

project for the repair of sewage.  

Risk The Municipality failed to plan the road project in time, and due to the lack 

of budget funds it resulted in payment from the Treasury, undermining the 

implementation of the project for the repairing the sewage, which was 

planned under the budget.  

Recommendation 14 The Mayor should ensure that prior to commencing the execution of the 

projects, the appropriate funds for each project are allocated and the 

execution of planned projects with the Annual Procurement Plan are not 

endangered.  

Issue  15 – Payments without an invoice and Acceptance Report - Medium Priority   

Finding  A payment of €2,710 was executed under the co-financing agreement with the 

International Organization for Migration (IOM) for the “EU Stabilisation 

Program for Communities III”. Payment as such was made in absence of an 

invoice and without receiving reports on supplies.  

Risk Payments without any coverage and confirming delivery reports may result 

in non-fulfilment of obligations by parties, poor value for money and 

improper payments.  

Recommendation 15 The Mayor should ensure that all control measures are taken that co-

financing agreements, including clear reporting requirements, are 

implemented and monitored in line with the main requirements of the 

agreements. 

Issue  16 - Order of goods without a purchase order - Medium Priority 

Finding  When testing the payments we noticed that the purchase order was in most 

cases prepared after the invoice is received.  

Risk Carrying out the works before the purchase order is prepared may cause the 

contractor not be paid in time and the Municipality may remain in the 

obligations towards the operators, with the possibility of being subjected to 

subsequent litigation disputes.  

Recommendation 16 The Mayor should apply additional controls in order for the payments to be 

in accordance with the financial rules, respectively the Purchase Order to be 

created and prepared by the Budget Organization according to the foreseen 

requirements. 
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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 that the Municipality has a comprehensive view of assets, control 

and management procedures and constantly update the changes in its records. In 2016 the net asset 

value of capital assets was €12,434,086, an increase of €1,879,185. While non-capital assets are 

€108,247. However, until the definitive asset registration, asset management remains a challenge for 

the Municipality. 

 

Issue  17 - Shortcomings in managing municipal property - High Priority  

Finding  The Municipality does not have internal written procedures for asset 

management as required by the Regulation on asset management 02/2013. 

The Mayor established committees for inventory and valuation of non-

financial assets owned by the Municipality, however, the committee did not 

prepare a final written report on the inventory results and end-year 

registrations. Meanwhile, the evaluation committee, on the property 

valuation list, included properties that are not recorded in the asset 

accounting register. Further on, in this register, there are two properties 

which, according to the cadastral document, are private property. Therefore, 

based on these cases, the report as such cannot be considered complete and 

accurate.  

The e-asset system is not yet functional given that it does not include any 

healthcare purchases which are received directly in the warehouse without 

going through this system.  

Risk Shortcomings in complete asset records makes it difficult to appropriately 

identify assets to confirm their existence, and increases the risk of misuse, loss 

or alienation.  

Recommendation 17 The Mayor should secure an accurate asset register that the asset officer 

before making proper recording ensures that the criteria according to the 

regulation on recording of assets are met, and ensure the functioning of the 

e-asset system throughout the municipality. The inventory committee should 

provide a summary report on the inventory results. The list of municipal 

property valuations is reviewed and all disputed properties are removed 

from the list. Once the process has been completed, all records are updated in 

the accounting records of the assets. 
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3.2.2 Receivables   

At the end of 2016, Receivables were €1,145,777. The main types of these accounts consist of: 

property tax, expropriations by the Ministry of Spatial Planning for the construction of the highway, 

business activity fee, etc. In general, receivables have declined compared with the previous year 

which was affected by the implementation of the law on property tax debt forgiveness. 

 

Issue  18 - Weaknesses in managing receivables - High Priority  

Finding  The Municipality from the property tax department has various 

confirmations related to the value of receivables. Therefore, the source of 

information available to the Municipality cannot be considered accurate. As 

an example we have identified that the property tax account should be 

€611,531, compared with the data presented in the Municipality’s AFS, there 

is a difference of €9,089.  

By testing 14 property tax samples we have noticed that these taxpayers did 

not pay and that the Municipality did not take any measures against late tax 

payments.  

Receivables for exercising the business activity are €83,830 that have 

increased from previous year for €23,355. The Municipality does not have a 

plan or strategy for collecting these revenues. 

Risk Incorrect information on receivables mislead the financial position of the 

Municipality. The share of property tax is quite sensitive in terms of collection 

for the Municipality and such mistakes puts citizen confidence towards the 

municipality at risk. The high level of receivables reduces the ability of the 

Municipality to finance projects from own source revenues and may incite 

other debtors not to pay their obligations to the Municipality.  

Recommendation 18 The Mayor should analyse the high level of receivables and strengthen the 

controls to prevent further increase. Adequate strategies and mechanisms 

should be introduced to allow their accurate reporting as well as collection of 

historical receivables, including legal actions. 
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3.3 Outstanding Liabilities  

The statement of outstanding liabilities to suppliers at the end of 2016 was €185,146. These liabilities 

were carried forward to be paid in 2017.  

 

Issue  19 - Reporting liabilities - High Priority 

Finding  The high level of liabilities shows that their management for the Municipality 

is challenging. The obligation to eliminate the illegal landfill dated 31.08.2016 

in the amount of €1,957 was not presented in the liabilities report within AFS.  

Risk Weaknesses in managing liabilities increases the risk that invoices are not 

identified and paid in time.  

Recommendation 19 The Mayor should ensure that all received invoices are processed for 

payment within the deadline set by Treasury Rule no. 02/2013, and ensure 

better and more efficient management for reporting needs. 

 

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 - 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 

Financial 
statements 

The Mayor should ensure that an analysis is 
undertaken to determine the causes for failure to 
address significant risks relating to completeness of 
assets that may result in the emphasis of matter. 
Action should be taken to address the underlying 
causes in a systematic and pragmatic manner to 
ensure the correct valuation of capital assets. This 
process should be monitored formally by the Mayor 

  The Municipality 
doesn’t have all it’s 
properties registered. 

 The Mayor should ensure that effective processes are 
in place to confirm that the 2016 AFS production plan 
formally addresses all compliance issues. This 
should also include the draft AFS by management, 
with specific focus on high risk areas and/or areas 
where errors have been identified in previous years. 
The Declaration made by the CEO and CFO should 
not be submitted unless all necessary checks have 
been applied to the draft AFS. 

  There are deficiency in 
the presantation AFS at 
disclosures. 

Implemantation 
of prior year 
recommendations 

The Mayor should ensure why the action plan is not 
implemented for the last year, and should clearly set 
out a timetable for 2015 for addressing the 
recommendations made by the AG with accountable 
staff members identified and with initial focus on 
those of greatest significance raised by audit. 

 From 19 
recomandation, 5 
are implemented, 7 
are under 
implementation and 
7 are not 
implemented. 
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FMC Self-
assessment 
checklist  

The Mayor should handle the drafting of a 
comprehensive strategy as an issue of emergency, 
which would determine development objectives 
followed by resources required for its achievement. 
The Mayor should also ensure that a review of the 
processes for completing the self-assessment 
checklist and proactively addressing areas of 
weaknesses is implemented. A revised mechanism to 
confirm the accuracy of the self-assessment checklist 
and to ensure supporting documentation should be 
applied by internal audit. 

  The Municipality has 
not finalized the 
comprehensive 
strategy. 

Risk assessment The Mayor should ensure that immediate 
responsibility for risk management is delegated to a 
named Director and ensure monthly reporting on the 
implementation of requirements in this area and the 
risks that are being managed. 

  The Municipality does 
not have e risk register. 

Management 
Reporting 

 

The Mayor should ensure that a review is 
implemented to determine the format of financial 
and operational reporting to senior management, 
which is required to support effective business 
management - and ensure that an appropriate 
solution is in place by the end of 2016. 

 There is no formal 
reporting, however, 
it has started 
keeping records for 
the meetings held. 
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Internal Audit 
System 

 

The Mayor should establish the Audit Committee in 
order to obtain maximum benefit from Internal 
Audit activity. The Audit Committee should initially 
ensure that IAU has all resources necessary for 
carrying out an independent and effective audit. In 
addition, CA should critically review Internal Audit 
plans to confirm that they are risk based and provide 
the required assurance to management on 
effectiveness and adequacy of controls. It should also 
review actions taken by management on Internal 
Audit recommendations. 

 The IAU has 
strategic plan, but  
Internal Audit 
Committee has not 
been established yet. 

 

Budget 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. This activity 
should be preceded by a sound planning process, 
defining objectives and their liaison with 
municipality’s budget. 

Yes   

Procurement 

 

The Mayor should ensure that an internal review is 
implemented to determine why specific 
Procurement requirements are not addressed for all 
procurement exercises. Subsequently enhanced 
controls should be introduced to ensure that the 
systematic weaknesses identified are addressed 
within a reasonable time period during 2016. 

 There are still cases 
when the exetucive 
projects were 
missing and there 
are still delays at the 
end of the projects. 

 

 The Mayor should ensure that a review is 
undertaken to determine why Procurement 
requirements have been inconsistently applied in the 
above cases. Subsequently enhanced controls should 
be introduced to ensure that a similar situation is not 
repeated in future procurements. 

Yes   



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

 

33 

Non-
Procurement 
Expenditures 

 

The Mayor should ensure that Financial Regulation 
no. 01/2013/MF is applied on expenditures of public 
funds for procurement expenditures, strengthening 
controls for co-financing payments. Other payments 
too should be evidence based justifying the official 
purpose of expenditures and monitoring the 
procedures from beginning. 

 There have been 
improvements in co-
financing 
payments,but there 
was a case with low 
value of €2,710 
which was paid 
directly to IOM’s 
account. 

 

Remunerations 
(wages and 
salaries) 

The Mayor should analyse reasons of failing to 
respect procedures during staff selection and 
strengthen controls to ensure that such cases are not 
repeated. The Mayor should ensure that the amount 
benefited from irregular allowances is returned to 
municipality’s budget. 

Yes   

Subsidies and 
Transfers 

 

The Mayor should initiate reviewing the regulation 
and present a draft regulation to the Assembly with 
necessary improvements. The Mayor should 
strengthen controls to ensure that all subsidies are 
allocated in compliance with regulation 
requirements and financial regulations as well as in 
accordance with municipality’s objectives. 

Yes   

Revenues 
(including own 
source revenues) 

 

The Mayor should ensure a forecast based on real 
analysis on municipality’ revenues prior to the 
proposal for approval by the Municipal Assembly. 
This process should include all potential 
municipality revenues, including those from 
expropriation of municipal properties. 

 Up to 86% of 
planning is 
executed. 
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 The Mayor should strengthen controls on granting 
and inspection of permits and should ensure the 
implementation of procedures and professional staff 
engagement according to legal requirements. 

Yes   

 The Mayor should ensure an adequate planning of 
property tax revenues and install controls on 
property verification to raise awareness on revenues 
from this source and achieve municipal objectives. 

  The verification 
process of 1/3 for the 
properties is not is not 
finished yet. 

Capital and non-
capital assets 

The Mayor should ensure that an effective process of 
recording all assets is taken, determining key roles 
that Department of Cadastre may have in this 
process, gathering and reporting all data on 
properties under municipality ownership. Further, a 
special commission should conduct an assessment of 
assets identified and after the critical review by the 
Mayor; a report should be submitted to the assets 
officer in order to proceed with the proper recording 
into KFMIS (assets module). Commission for Assets 
Stocktaking and Evaluation should be annually and 
adequately established, in order that stocktaking is 
conducted to confirm existence of assets (in 
particular the movable assets). All activities should 
be conducted before 2016 AFS are submitted to MoF. 

  The is no final written 
report on the inventory 
results, also 
municipality properties 
are not recorded in 
KFMIS. 

Handling of 
receivables 

The Mayor should analyse reasons of high level of 
receivables and should strengthen controls to 
prevent their further increase. An adequate strategy 
and mechanism should be presented to enable 
collection of historical receivables, including legal 
remedies. 

  High level of 
receivables 1,145,777€. 
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Handling debts 

The Mayor should strengthen management controls, 
ensuring a detailed and real planning of budget and 
utilisation of funds is done based on a clear cash flow 
plan, thus in no case exceeding allocated cases of 
funds according to economic categories. For 
handling these accumulated debts, the Mayor should 
present a plan which foresees concrete actions for 
gradual payment of municipality debts. 
Implementation of this plan should be monitored 
directly from the Mayor. 

 Invoices protocols, 
remains a challange 
to reduse the 
liabilities. 

 

 Rekomandimet     5         7         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: 14.06.2017 

 

 

Honoured, 

We hereby confirm that: 

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

Financial Statements of the Municipality of Obilic, 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: 

Xhafer Gashi 
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