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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 Podujevo 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 Selvete Foniqi ( Team Leader) and Elvir Krasniqi and Aida 

Podrimaj ( Team members) 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 key s arising from our audit of the 2016 Annual Financial Report of 

Podujevo 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 27/10/2016.   

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

 

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

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

Opinion of the Auditor General 

Unmodified Opinion with emphasis of the matter 

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

true and fair view in all material aspects.  

Emphasis of the matter  

As an emphasis of the matter, we would like to mention the fact that information on disclosures 

for own source revenues and receivables are presented with errors. In addition, the municipality 

still does not have a proper asset register. The  assets in the amount  of €158,033 were registered in 

the asset register, although they do not meet the criteria to be handled as assets. 

For more details, see chapter 1.1 of this report. 

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

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

Key Conclusions and Recommendations  

 

 

 

 

Mayor’s Response  

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

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

 discuss the audit report in the Municipal Assembly; and 

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

in the implementation of audit recommendations Action Plan before the annual financial 

statements of 2017 are submitted to the Ministry of Finance. 

Due to the importance of the 
information related to asset 

overstatement, underestatement of 
receivables and disclosures of 

budget changes, we have 
emphasized the issues in the audit 

opinion.  

The Mayor should analyse the reasons for 
the Emphasis of Matter in 2016 and 

identify actions required to enable a true 
and fair representation in 2017 of issues 

highlighted in this report  (see sub chapter 
1.1).

The AFS production process was 
accompanied with financial 

shortcomings identfied during the 
audit. 

The Mayor should ensure that effective 
processes are established in order to 

confirm that drafting plan of AFS 2017 
adresseses all requirements of financial 

reporting.  In addition, this should include 
the review of AFS draft by the 

management , with special focus on the 
areas where shortcomings have been 

identified (see  sub chapter , 1.2)

The governance arrangements 
pertaining to accountibility, self-

assessment, risk management and 
managment reporting require 

improvements. The Internal Audit 
activity does not support 

developments in this area. 

The Mayor should ensure that  
governance arrangements are reviewed in 

critical manner in order to support the 
improvement of accountibility 

arrangements and management reporting, 
as well as operational effectiviness of 

IAU( see issues 2 and 7)

Although in several areas the 
internal controls are effective- there 

are major existing

weaknesses in some important 
financial systems by including , 

procurement, contracts for special 
services, and collection of debts , 

especially rents. 

The Mayor should apply a detailed review 
of procurement and other areas of concern 

highlighted in this report in order to 
identify the reasons of weakness existence 
as well as neccessary actions that should 

be taken towards adressing them ( see 
chapter 3) 
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1 Annual Financial Statements and other External 

Reporting Obligations   

Introduction  

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

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

consider the Declaration made by the Chief 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 with Emphasis of Matter  

We have audited the AFS of the Podujevo 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.  

Emphasis of the matter 

We draw your attention to the fact that: 

 The information disclosures in AFS were accompanied with errors : In Article 14.6, the 

disclosures of initial and final budget allocations, changes to own source revenues were not 

appropriately disclosed. In article 16,  the receivables for property tax are presented in the 
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amount of €2,000,534, whereas according to reports from the property tax department at 

MoF,  receivables are €2,503,809. As a result, the presentation of  receivable  for property 

tax was understated  for €503,275. 

 The fixed assets register does not confirm the accurate assets balance, whilst the inventory 

process was not yet completed. The amount of €122,587 from the previous year was 

incorrectly recorded, which still  exists in the registers, by overstating the assets balance. 

This happened because expenditures incurred for cleaning the river, disinfection and 

deratisation, and supply with flowers were registered as capital assets. In addition, this 

year, the municipality has incorrectly registered as assets the amount €35,446 spent for 

river cleaning and adding ofgreen spaces (supply with flowers). 

Responsibility of Management and Those Charged with Governance and AFS  

The Mayor of Podujevo municipality  is responsible for the preparation and fair presentation of 

financial statements in accordance with International Public Sector Accounting Standards – 

Financial Reporting under the Modified Cash based Accounting and for such internal control as 

management determines is necessary to enable the preparation of financial statements that are free 

from material misstatement, whether due to fraud or error. This includes the application of Law 

number 03/L-048 on Public Finance Management and Accountability (as amended and 

supplemented).  

The Mayor is responsible to ensure oversight of the 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. 

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

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

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

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

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

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

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

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

presentation of the financial statements. 

1.2 Compliance with AFS  and other reporting requirements  

Podujevo 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 Annual Budget Law; 

 Requirements of the Law on Kosovo Budget no.05/L-071 as amended; 

  supplemented with Law no.05/L-109 on Budget Review; 

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

 Action Plan on implementation of recommendations;  

 Requirements of Financial Management and Control (FMC) procedures; 

 Other requirements on budget reporting, such are: quarterly reports, including the nine 

months reports in due time; operational reports ( of performance) if there are; and  

 Draft plan and final plan on procurement in due time.   

In the context of AFS quality, a number of the advices  provided  in the Audit Memorandum dated 

on 21.11.2016 were addressed during their preparation process. 

There was a need to make  some financial adjustments in the AFS draft, such as: 

 Article 14, The Report on Budget Execution, the final budget column, the allocated  Donor 

Grant was presented in the amount of €355,375, which  had to  be €107,283; 

 In Article 26, the report on the number of employees outside the payroll was incomplete; 

 The information in note 12 had to be corrected; and 

 Annual asset amortization (value in books) had to be corrected. 
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Following our suggestions, the above issues have been corrected. However, the remaining errors 

were: 

 Article 13, the category of goods and services was overestimated  for €1,232; 

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

revenues were not fairly disclosed; and 

 Article 16, the receivable for property tax are presented in the amount of €2,000,534, and 

according to reports from the property tax department in MoF, the receivables are 

€2,503,809. The amount presented in AFS was understated for €503,275. 

In addition, the municipality did not engage yet  the Chief Financial Officer (CFO)2 until AFS are 

signed by the Director of Finances. 

DECLARATION BY MUNICIPALITY MANAGEMENT  

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

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

correct. In addition , several of aforementioned disclosures were not rectified,  the same were 

emphasized as issues in the audit opinion.  

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

1.3 Recommendations for the first part of the report 

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

reasons on Emphasis for the Matter  of the audit opinion. The registration of 

capital assets should be updated , while  all 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 fill the position of  CFO. 

Also, prior submission of financial statements to MoF , they should undergo 

a comprehensive review of their content and accuracy, with particular 

emphasis on disclosures of budget changes and receivables.  

                                                      
2 The Statements should be signed by Chief Administrative Officer  and Chief Financial Officer, and every budget 

organization should have a Chief Financial Officer with the status of civilian clerk.  
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2 Governance 

Introduction 

Effective governance arrangements are fundamental to Podujevo 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 the management  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 s in key income and expenditure systems (these areas 

are considered in Section 3 of this report). 

Overall Governance Conclusion  

In general, good governance regarding operational and financial activities in Podujevo 

Municipality continues to be challenging. A significant part of the recommendations have not 

been addressed by the management. Several shortcomings have been repeated this year, while 

with regard to the initiative for drafting the municipal development strategy, several 

improvements have been noted.  

In terms of compliance with legislation as a result of non-implementation of relevant regulations, 

our audit has revealed the existence of several weaknesses that include procurement, revenues, 

assets and receivables, as well as payment execution. 

In the field of investments, we have noticed that the project that commenced  since 2009 in the 

amount of €331,336 for the construction of the water supply system "Vrella", co-financed with the 

citizens3, has not been completed yet. The participation by citizens in the amount of €71,600 is 

being carried out year after year as a result of non-execution of the project. According to the 

municipality, one of these villages has inflicted some barriers in using  of water sources, while 

payments for works done in some villages reach the amount of  € 173,000. The municipality in 

September 2016, had already started some negotiations with the Regional Water Supply Company 

                                                      
3 Villages; Zakute, Doberdol, Metehi, Revuq,Pakashtice and Kerpimeh.  
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"Prishtina" for the water supply rehabilitation. The municipality managed to protect these funds 

from execution on the basis of legal claims from the EO for the amount of €216,308, as according to 

the decision of 22.03.2017, the claimant withdrew the claim. 

In AFS area, the municipality has considered the legal requirements foreseen by the FMC rules, 

and has completed the self-assessment in timely manner, but the same  needs to be more critically 

assessed towards achievement of quality and outputs with regards to objectives.   

2.1 Progress in the Implementation of Prior Year 

Recommendations 

Our Audit Report on the AFS of 2015 of Podujevo municipality  resulted with 15 key 

recommendations. The municipality prepared an Action Plan stating how all given 

recommendations will be addressed.  

At the end of our 2016 audit, four (4) recommendations have been implemented; five ( 5) are in the 

process of implementation and six (6) were not 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 management did not take the necessary actions in reviewing and 

monitoring of a confirmatory process on the degree of implementation of the 

recommendations and identification of obstacles in taking  actions towards 

fully addressing them. As a result, 40% of the recommendations were not 

addressed at all by the management. 

Risk The repetition of some of last year's recommendations indicates the presence of 

a continuing weakness of internal controls in key financial systems resulting 

in: inadequate classification of expenditures, weaknesses in the management of 

municipal lease revenues, inadequate asset register , and weaknesses in  

handling of receivable accounts. 

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

recommendations have not been implemented, ensure that the action plan 

prepared after receiving this report will incorporate all given 

recommendations, set out the deadlines adequately, and include the measures 

and persons responsible for implementing the recommendations. In addition, 

the Mayor should implement measures of responsibility to persons in charge 

of implementing remedial measures of the process,  for the issues highlighted 

by the audit. 
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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 self-

assessment checklist of FMC submitted to the Ministry by the Municipality.  

 

Issue  3 – Self Assessment Checklist – Medium Priority 

Finding  As part of our audit, we have considered key issues of the self-assessment 

checklist related to five components. With regard to the examined questions 

we found that: 

1. The self-assessment checklist completed by the municipality has 

confirmed that the required risk management systems were not yet 

functional. This situation is also described by identifying four areas 

with assessment one (1) , which are related to risk management. The 

municipality did not take appropriate actions regarding the 

improvement of these areas; 

2. The effective monitoring processes as well as a comprehensive 

development strategy (including stakeholder interaction as well as 

provision of full cost strategy) are considered as established by the 

municipality (Information and Communication Strategy, Guidance 

and Transparency Action Plan) . The municipality within the year 

have held two meetings with citizens where they discussed on 

Economic Development Strategy 2016-2018 and  Juvenile Regulation. 

Other discussions of citizens were  in the context of announcements, 

complaints, suggestions or debates; and 

3. The links between the procurement plan and the budget as well as 

drafting  of adequate reports on a regular time basis are considered as 

established by the municipality, while the evidence provided to us 

support this conclusion. However, the reports are not always 

compiled on a regular basis. 

Risk Poor governance arrangements, particularly in the area of risk management, 

weaken the strategic and operational processes and reduces the possibility 

of responding to potential risks in timely manner.  

Recommendation 3 The Mayor should ensure that the completion of the Self-Assessment 

Checklist is revised and that proactively addresses  the areas with 

weaknesses identified by the checklist. As a mechanism to confirm the 

accuracy of the checklist and to provide supporting documentation, the 

involvement of the  internal audit is also needed. 
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2.3 Specific Governance Reviews  

Our work on specific areas of governance arrangements was based in our audit planning taking 

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

2.3.1 Setting of Strategic Objectives 

All Budget Organisations  are obliged to prepare and follow strategic plans at organizational level 

, such as: Urban Plans, Spatial Plans, Emergency Operations Plans, Anti-Corruption Strategic Plan, 

Regional Development Strategy etc.  

The municipality has drafted strategic plans, such as: Urban Development Plan 2012-2022, 

Strategy for Local Economic Development 2016-2018. Action plan on minority integration 2016-

2020, Mid-Term Expenditure Framework, and actions plans on Transparency and sustainable  

Energy, where medium and short-term objectives were set. In addition, the municipality has 

approved the decision on an Integrity Plan 2016-2017 which lists risk assessments in fourteen (14) 

areas that foresees strengthening of controls in all municipal activities, including also the 

reduction / elimination of opportunities for corruption.  
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2.3.2 Management Reporting and Accountability 

From the aspect of management reporting, it is important to include an appropriate reporting to 

management in order to enable an effective and timely response to identified operational 

problems.  

 

Issue  4 - Weaknesses in Management Controls- High Priority  

Finding  After reviewing management controls implemented in the main financial 

system of the municipality , we have noticed evident weaknesses in 

reporting. The form of reporting to the Mayor is done based on the need, 

and there are no regular written reports from directors on their work and 

activities. 

The municipality is obliged  to submit (one copy) of detailed quarterly 

report to the municipal assembly and Ministry of Finance on the progress 

achieved on capital projects worth beyond €10,000. This legal requirement 

has been fulfilled by the municipality as the PIP system enables the issuance 

of this kind of report that includes a list of all projects that are financed  in 

the current year. However, this report does not contain all data on 

expenditures and was inconsistent with the capital incurred expenditures, 

and  does not provide an accurate reporting. 

Risk Inappropriate reporting by the directorates to the Mayor, reduces the 

management's ability to effectively manage the activities of the 

municipality, respond to financial challenges in a timely manner and to 

effectively  implement the budget control. 

Recommendation 4 The Mayor should ensure that a review is carried out to determine the 

financial and operational reporting format to senior management, which is 

required to support effective management of the activity and ensure that an 

appropriate solution is established.  
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2.4 Internal Audit System  

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

auditor. 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 and challenge provided by an effective Audit 

Committee. The Internal Audit Committee was established in September of 2016.  

 

Issue  5 –  Functioning of IAU and of Audit Committee  – High Priority  

Finding  The Internal Audit Unit in 2016 has planned five audits and has managed to 

execute this plan, but the carried out audits4  were related to the activities of 

2014, 2015 and 2016. 

The Audit Committee established in September 2016 had gathered 4 times a 

year. The first two meetings concerned the drafting of the statute and the 

review of the annual and strategic plan, whereas in   two other meetings the 

two quarterly reports of the end of the year were commented. Additionally, 

there were no conclusions by the management  as to what actions should be 

taken to implement the recommendations, instead only the IAU findings 

were commented.  

Risk Regarding the  audit events after they have occurred, it does not add value 

to improving operations and preventing errors and irregularities. The lack 

of conclusions by the Audit Committee( AC) increases the risk for the 

management to not be  informed and advised to take adequate measures in 

order to address issues of importance raised by internal audit and external 

audit. 

Recommendation 5 The Mayor should ensure that IAU focuses more on current year activities, 

with priority in high-risk areas. He should take concrete actions in drafting 

an action plan for IA recommendations and ask from responsible 

individuals, to whom the recommendations have been addressed, to 

formally report on the implementation of those recommendations. Audit 

Committee  should draw clear management conclusions regarding the 

implementation of recommendations given by IA. 

  

                                                      
4 Revenues from rent, Revenues from tax property, staff management, the procurement process and inventory and asset 

management.  
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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 

above reflects the detailed work undertaken on Revenue and Expenditure Systems. As part of this 

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

Liabilities. 

Financial Management and Control Conclusion 

Regarding the financial management and the implementation of controls, the collection of rental 

income as well as the utilization of municipal property remains a challenge. This has resulted on 

the increase of receivables by the municipality. In the context of financial systems, controls over 

property tax revenues are in  general being implemented effectively. In addition, other areas of 

expenditure, procurement process, liability management, LLA and asset management need to be 

addressed more critically. 

3.1 Budget Planning and Execution 

We have considered the receivables ,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 Own Source Revenues;   1,710,000 1,710,000 1,481,270 1,180,319 1,199,576 

Property tax 310,000 310,000 581,729 393,158 363,990 

Utility tax  1,400,000 1,400,000 899,541 787,161 835,586 

In the category of municipal taxes are included  also the incomes from court and police fines. 

During 2016, the municipality has registered a positive trend regarding the collection of own 

source revenues. €1,481,270 were collected as  own source revenues, which represents a 

performance of 20% more favourable than last year (€1,180,319). According to the plan, the 

collection was 87% of the budget as a result of stagnation in the execution  of contracts for leased 

properties, as many of the obligations under the contracts were not met by the users, as well as 

because the tax burden on the businesses increased annually by increasing receivables rather than 

revenues. There was a significant improvement in property tax, where the Law on Debt 

Forgiveness had an impact on revenue growth of 47%. The municipality even this year did not  

make  a plan on  property tax revenue , since during 2016 it has billed  €508,489 while it has 

collected €581,729. 
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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   18,446,798 19,130,638 17,982,793 17,924,828 17,609,542 

Government Grant -Budget  16,736,798 16,654,272 16,601,266 16,753,127 16,483,147 

Carried forward from 
previous year6 –  

0 410,991 100,712 169,548 178,113 

Own Source Revenues7 1,710,000 1,710,000 1,009,326 898,769 913,322 

Domestic Donations 0 77,600 5,850 0 0 

External Donations  0 277,775 265,639 103,384 34,960 

The final budget compared to initial budget was increased by €683,840. This is due to the increase 

of the Government Grant for €204,093, the carried forward revenues  €410,991, the domestic and 

external donations €355,375, while with the decision of the Government the municipal budget has 

decreased by €286,619. 

From the carried forward revenues of 2015, the expenditures were:  for capital investments 

€55,567, Goods and Services €28,708, and for subsidies €16,429. 

The revenue expenditure in 2016 was 59%. This indicates  that the municipality did not manage to  

complete the projects planned to be executed from its own source revenues. 

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 

18,446,798 19,130,638 17,982,793 17,924,828 17,609,542 

Wages and Salaries 11,371,418 11,597,498 11,516,460 11,286,703 10,375,596 

Goods and Services  1,180,044 1,275,429 1,218,728 992,577 953,258 

Utilities 324,500 324,500 324,499 322,522 288,442 

Subsidies and Transfers 568,883 685,933 427,702 555,714 423,913 

Capital Investments  5,001,953 5,247,278 4,495,404 4,767,312 5,568,333 

The final budget for 2016 was executed at 94%. This is considered as a good performance of 

budget execution. The similar rate of budget execution was also last year with (93%). 

  

                                                      
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.  
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Explanations about changes in budget categories are presented as follows: 

 The budget for Wages and Salaries was increased by €226,080 as a result of covering the 

deficit for salaries by the Ministry of Finance; 

 As a result of carried forward revenues €29,208, domestic donations €1,650, external 

donations €80,873 and reduction of budget €16,346, the budget for goods and services has 

increased by €95,385; 

 The budget for Subsidies and Transfers was increased by €117,050. This increase was the 

result of  carried forward own source revenues. Despite the increase in the final budget, the 

municipality had managed to spend only 62% of the budget; and 

 The budget on Capital Investment was increased by €245,325. This increase resulted from 

the carried forward revenues of €261,373, domestic donations €75,950, external donations € 

178,275 and a decrease of €270,273. Despite the increase in the budget for  capital 

investment during the year, only 85% of the budget was spent. This is due to delays in 

procurement procedures and not spending of  carried revenues, where only 25% were 

spent. 

It is positive that spending from court decisions was reduced by 62%, and there were no direct 

payments from the treasury compared to  the previous year, while other contracting services had 

increased by 61%. 

 

Issue  6 – Budget Execution  – High Priority  

Finding  The overall budget  execution level was satisfactory (94%), but there was a 

stagnation in execution within the economic categories. The budget8 for 

capital investment was spent 85%, while the expenditures for own source 

revenues were only 59%. 

On the other hand,  spending for  river cleaning and flower supply was 

made from Capital Investments, which as a result  this category of 

expenditures is overestimated (misclassified) in the amount of € 35,446. 

Risk Failure to complete the capital investment program will result in the 

reduction of the number of projects as well as citizens will not benefit from 

budgeted projects that would improve their well-being. Misclassification of 

expenditures reflects an inadequate overview  of spending by 

overestimating one category and underestimating the other. 

Recommendation 6 The Mayor should systematically monitor budget performance, undertake a 

systematic assessment of the  budget for capital investment and subsidy 

expenditures, and determine the practical options for improving its 

execution in 2017. 

                                                      
8 80% of the budget for capital investments was planned to be covered by Governmnet Grant.  
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3.1.1 Revenues 

During 2016, the municipality collected its own revenues in the amount of € 1,481,261, which 

represents a better performance by 26% compared to the previous year (€1,180,319). 

 

Issue  7 – Deficiencies in the regulation for revenues and non-harmonization with AI- High 

Priority  

Finding  The internal regulation of municipality  on taxes and fines contains some 

services that are not within the scope9 of the municipality. Also, the prices 

set in the regulation for services in property registration records are not in 

accordance with AI 08/2014. In addition, in article 4 of this regulation, the 

municipality has set a price of €3  for claims, a complaint for which the 

administrative procedure will be conducted. Consequently, the municipality 

obliges the economic operators that  for each invoice submitted to the 

municipality to pay 3€. As a result, some of the public service providers for 

cleaning, water and electricity have mailed their invoices, which has 

inflicted uncertainty in identifying the remaining obligations. 

Upon reviewing the revenue reconciliation process, the municipality does 

not have sufficient controls upon uploading and downloading  of civil 

certificates or other documents. Therefore,  there is no monitoring of the 

registration clerks and reconciling with them on how many empty forms 

were received , how many are in return, how many  were  reported for 

payment, how many were released and how many of them have been 

destroyed. 

Risk Shortcomings emerging in internal regulation and its selective 

implementation leads to discrimination of citizens and undermines the 

credibility of the municipality. The lack of oversight at civil status offices 

enables the misuse of official duty when issuing civil documents. 

Recommendation 7 The Mayor should review the current regulation in order to have a legal 

basis and adapt it to the concrete needs. In addition,  to review the fee 

applied for protocol / receipt of invoices, as in this case the municipality 

does not provide service to the operator. Also, establish an adequate 

reporting format for monitoring all civil status offices. 

                                                      
9 The service for filing of  lawsuits for the others, drafting of complaints filed against courts and other administrative 

bodies.  
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Issue   8  – Challenges in managing of municipal property – High Priority 

Finding  The Municipality, according to the contract dated 17.04.201210, has leased 

the municipal property for business activities (€300 per month). However, 

the user of public property did not make any payments during the year. The 

Municipality did not take any action towards collecting the rent and did not 

terminate the contract. Although, by the contract it is stipulated that if the 

tenant does not pay the rent for three consecutive months, the municipality 

should terminate the contract and return the property under its 

management,  in this case it did not happen.  

Risk Failure to collect rent by  municipality  for property use, leads towards the 

non-execution of the planned budget and stagnation of projects. 

Recommendation 8 The Mayor should conduct  a review of contracts  with which tenants do not 

adhere related to contractual terms and take appropriate measures to collect 

or terminate the tenant's contract. 

3.1.2 Wages and Salaries 

The budget planned for wages and salaries was €11,597,498, while €11,516,460 or 99% were spent. 

Wages and Salaries are paid through a centralized system. Controls operating in local level  by the 

municipality relate to: controlling of payments, signing payroll lists; verification of possible 

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

reconciliation with the treasury. 

 

                                                      
10 According to the contract, the contract parties agreed that whenever it is necessary the contract can be terminated.  
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Issue  9  – Weaknesses in Career Appointment  Acts, Staff Remuneration and Recruitment - 

High Priority 

Finding  In four samples, we have noticed that the civil service career appointments 

acts have a  definite timeframe, which are not consistent with the Law on 

Civil Service , according to which civil servants in career positions are 

admitted without a defined timeframe. Among these samples are also 

nominations for IAU director11 and of  internal auditor. In five other cases, 

we have noticed that the content of the data in the  appointment acts  is not 

in accordance with the Regulation 07/2010 on the appointment of civil 

servants. The appointment acts  do not contain the reference for recruitment 

announcement, reference on selection report , functional category, grade 

and budget code. In one case, the municipality did not extend  the contract 

for  teachers according to the requirements of AI 10/2015. The AI specifies 

that the contracts for teachers must be of indefinite duration if the teachers 

meet the foreseen conditions, such as; the qualifications, have working 

experience for  more than one year and have at minimum ten hours of 

regular teaching. 

When recruiting the procurement officer and the officer for pedagogical 

issues, the criteria set out in the competition were not respected. For these 

two positions, according to the competition the  candidates had to have two 

years of work experience, but none of them provided any evidence for 

meeting this criterion. 

Risk The incomplete appointment acts with all data required with regulation, 

career appointments acts with a defined duration, and deficiencies  in  IAU 

staff wages, being in violation with the legal framework for civil servants, 

increases the pressure on the staff and reduces work efficiency. In addition, 

this may result for the municipality to be a subject of court disputes and 

inflict  additional expenses . Employment of civil servants who do not meet 

the criteria of the competition, violates the principle of competition and of 

equal opportunities. 

Recommendation 9 The Mayor should ensure that civil servant appointment acts contain the 

necessary data as set out in regulations, including  those of a career with 

indefinite duration, make adjustments to the budget on staff compensation 

according to legal requirements and in cases of recruitment, and  ensure that 

job applications are handled fairly based on the relevant criteria. 

                                                      
11 The IAU Director and the internal audit are compensated with multiplier 15 , respectively  7.5. The document No; 799 

dated on 03.12.2010 issued by the Ministry of Public Administration, unifies the auditors salaries according to which 
the salary of IAU Director is the same with  the salary of permanent secretary, while the salary of internal audit is with 
multiplier 15.     
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3.1.3 Goods and Services and Utilities  

The final budget for goods and services in 2016 was €1,599,929. Out of them, €1,543,226 or 96% 

were spent. The most part of the expenditures in this category include the costs for other 

contracting services €420,664, wood purchase €239,594, office supply €112,953 , fuel for vehicles 

€57,602. 

 

Issue  10 - Contracts for Special Services– High Priority  

Finding  The municipality has 24 engaged officers with a special services contract12, 

for which  €68,442 were spent. Of the three tested samples it was noted that 

the municipality has engaged these workers for more than 6 months, which 

is not in accordance with the Law on Civil Service13. 

Risk Covering of important positions with temporary agreements may result in 

poor staff performance and increase the uncertainty in engaging the 

inadequate staff in such positions.  

Recommendation 10 The Mayor should review the real needs for engaging employees with 

contracts for specific services. The need for additional staff for career 

positions needs to be analysed and if the staff increase is necessary, which  

should be incorporated into budget planning. Potential barriers to staff 

increase should also be discussed with the Ministry of Finance and other 

stakeholders. 

 

  

                                                      
12 Out of them 7 nurses, 5 guards, 4 firefighters, 4 officers for digitalization, 3 technical workers and 1 agricultural 

officers.  
13 Article 12.4- Nomination with limited time period less than six ( 6) months will be done based on the contracts called “ 

Agreement for Special Service” which are subject of the Law on Liabilities for which e simple recruitment procedure is 
implemented.  
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3.1.4 Subsidies and Transfers  

The final budget for subsidies and transfers was €685,933. Out of them in 2016, €427,702 or 63% 

were spent. Compared to 2015, there was a decrease in spending by 23%. They are related to 

subsidies in health, education, culture, etc. 

 

Issue  11 –  Weaknesses in the management of subsidies – High Priority 

Finding  The current internal regulation on subsidies does not contain specific 

requirements for the way of monitoring granted subsidies. 

Risk The lack of clear reporting and monitoring requirements of subsidies in  

regulation, apart  from leading towards misusing of subsidy purposes, 

leaves room for lack of responsibilities from the directorates / programs 

from which the funds have been spent. 

Recommendation 11 The Mayor should provide a revision of the internal regulation for subsidies 

, in order that a draft regulation is presented with the necessary 

improvements  for amendments  to the Assembly. 

3.1.5 Capital Investments  

The final budget for capital investments was €5,247,278. Out of them, in 2016, €4,495,404 or 85% 

were spent. These expenditures were mostly related to the construction of roads, the other part for 

facilities, sewage, river regulation, health equipment, etc. 

 

Issue  12 – Systematic weaknesses in procurement  – High Priority 

Finding  From the testing,  it was noted that the decisions on establishment  of  

commissions on bid evaluation , the contract manager, commissions  on 

receiving  of non-financial assets, and the commissions for technical 

acceptance, were  appointed by the procurement manager, and not by  NAO 

who is in charge for these matters. In one case for the construction project 

"Asphalting the road Podujevë-Livadica and construction of the bridge over 

the Dumnica River in the village Livadica", the municipality had 

commenced  the procurement procedures without  attaching the executive  

project  as required by AI 01/2014 of the PPRC. There are also cases when 

the purchase order was made after the receipt of the invoice by the 

economic operator. 
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Risk The designation of commissions from incompetent  levels may result in 

poor evaluation and management of contracts. Issuance of the purchase 

order after the billing / completion of the work can cause delays in 

payments. The lack of the executive project during the execution of capital 

projects  increases the risk of not producing the intended quality of works 

and not complying with construction standards.  

Recommendation 12 The Mayor should ensure that the decisions on commissions are taken 

based on the Law on Public Procurement , operational guidelines of public 

procurement and the regulation on asset management. The decisions should 

be taken  by NAO and not by the procurement manager. The purchase 

order should be made after the selection of the bidder with whom the 

contract was signed. Ensure that prior the commencement of each 

procurement procedure for capital projects, a detailed drafting  of the 

project is done. 

Issue  13 -  Direct payments from the Treasury for capital investments – Medium Priority  

Finding  The payment in the amount of €7,029 on regulating the installation of 

electricity in the municipality, was directly executed by the Treasury. The 

works were completed in October 2015 but were not paid under the regular 

public spending procedures, as these works were not contracted due to the 

urgent need  for  repairing  the installation of electricity in the municipality. 

These funds were taken from the project (43192-Building of an Open Centre 

for Sport and Recreation) directly from the Treasury, upon request from the 

economic operator and after receiving the works from the Municipal 

Officer. 

Risk The acceptance of works without conducting procurement procedures 

eliminates competition which is in conflict with PPL. This has resulted in 

direct payments from Treasury which jeopardized the current project. 

Recommendation 13 The Mayor should review the causes that lead to direct payments, in order 

to avoid irregularities during the processing of payments.  
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3.2 Assets  

3.2.1 Capital and Non Capital Assets   

The 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 registers. In 2015, 

the net asset value was €76,254,776 , which  increased by €2,770,160. However, until the final asset 

registration, the asset management still remains  a challenge for  the municipality. 

 

Issue  14 – The incomplete registration of assets and inventory  - High Priority 

Finding  The municipality does not have internal written procedures for asset 

management, as required by the asset management rule 02/2013. 

On 03.11.2016, the Mayor had established a commission on inventory of 

non-financial assets owned by the Municipality, which had  to complete the 

work until the end of the fiscal year, in order to incorporate  changes in 

harmonization with  AFS of 2016. In addition,  the commission did not 

prepare any written report on the inventory results and registrations at the 

end of the year.  

The municipality does not fully utilize the e-asset system. The healthcare, 

assets under €1,000 are kept in excel form, by not applying annual 

depreciation rates , resulting in overestimating their value. The asset officer 

had no access to the report on assets under €1,000. 

The amount of €7,029 paid directly by the Treasury for the renovation of the 

municipality were not included in asset registers, resulting in 

underestimation of  assets. 

Risk  The deficiencies in asset management makes it difficult to correctly identify 

the assets towards confirming their existence, as well as increases the risk of 

their misuse, loss or alienation. 

Recommendation 14 The Mayor should ensure an accurate asset register, and that the  asset 

officer prior making proper registrations to ensure that the criteria for asset 

registration are met and that the e-asset system is functionalized throughout 

the municipality . The commission on inventory should provide a summary 

report on the inventory results. 
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3.2.2 Receivables   

The receivables  for 2016 were €6,388,618.87, which compared to 2015 was decreased for € 710,603. 

This decrease was evident in property tax with €927,148, mainly due to debt forgiveness. 

 

Issue  15 – Debts from the lease of municipal property - High Priority  

Finding  The receivables  from municipal rent and the use of public spaces still 

remain a problem,  as they mark an increase of €33,638 from 2015. 

The municipality maintains two different registration data  bases for lease of 

municipal property. In Excel - the financial records give a sum of €759,236, 

while in Access, the identification of the amounts of  individual cards 

indicates €847,272. This situation indicates that the municipality has 

inconsistencies within the internal records for € 88,035. This inconsistency 

does not provide assurance that the information presented are fair and 

accurate. 

In two cases it was noted that municipal properties were used for rent, 

without a valid contract signed between the municipality and the user. 

Moreover, the users did not make any payments even though the properties 

were used since 2001, respectively from 2002. The financial obligation of the 

users towards the municipality  for these two parcels is € 40,767. 

Risk The poor management of lease contracts has resulted in an evasion of non-

payments by tenants and illegal use of public property. This increases the 

risk that the accumulated amounts of unpaid rents will not be collected in 

the future as well. 

Recommendation 15 The Mayor should ensure that no public property will be allowed to be used 

without the payment of rent. Immediate measures should be taken and  

review in critical manner the list of debtors as well as  the reasons why such 

a situation exists and prevent the continuation of such practices.  
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Issue  16 - Debts from taxes in businesses- High Priority  

Finding  The receivables from the tax on exercising the business activity have 

increased for €182,907. In Podujevë / Podujevo Municipality 3119 

businesses are operating. The amount of these receivables is increasing 

annually. In 2015, the balance of receivables was €3,434,929 while at the end 

of 2016 it was  €3,617,836. The municipality did not take yet any actions in 

collecting these debts. 

Risk The collection policies seem to be weak and ineffective to ensure 

maximization of revenues. Delays in collecting revenues inflicts failures in 

management decision-making for financing projects foreseen by own source 

funds. There is a possibility for these debts to  not be collected if there are no 

accurate data on their administration. 

Recommendation 16 The Mayor should ensure that swift measures are taken to establish 

appropriate mechanisms and controls  in order to collect uncollected debts 

and establish an accurate database for businesses operating in the 

municipality. 
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3.3 Outstanding Liabilities  

The statement of liabilities not paid in AFS of 2016 was €210,160 or 21% higher than previous year 

(€172,801).   

In addition to the debts, the municipality has contingent liabilities related to various court 

disputes, estimated at about €288,716 which compared to last year (€50,143), had a significant 

increase. 

 

Issue   17 – Reporting on liabilities - Medium Priority 

Finding  There is no clear structure of communication and reporting on liabilities. In 

the first place, there are no protocols made for all accepted invoices or their 

full registration.  

The report on liabilities for January for electricity expenditure presented as 

an obligation dated 23.12.2015 in the amount of €1,117 was not supported by 

invoice. On the other hand there is an invoice dated 23.12.2015 for the same 

service, in the amount of unpaid value  €18,557 which was not presented as  

liability, by underestimating the liabilities for this amount. 

Although the fuel bill in the amount of €13,319 was paid on 09.02.2016, this 

value was reported as liability for the month of March, by  overestimating 

the liabilities for this value, and the value of €130 was not presented in the 

report of unpaid liabilities. 

Risk The weaknesses mentioned in the management of liabilities increases the 

risk of un-identification of invoices and their payment in timely manner. 

Incomplete presentation of the liabilities affects the planning of budget 

requirements, creates financial difficulties and impacts on non-execution of 

the objectives, taking into account that the liabilities should be financed 

from the funds foreseen for the current projects. 

Recommendation 17 The Mayor should initiate a review on the state of liabilities, presentation of 

liabilities based on unpaid bills. All invoices should be protocoled, while all 

unpaid invoices should be forwarded to the department of finances in order 

to process them for payments within the set deadlines.   

 

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 

1. 5 Financial 
statements 

The Mayor should ensure that effective processes are in place to 
confirm that the 2016 AFS production plan formally addresses all 
audit raised issues, including complete recording of all assets. 

Yes   

2.3 Prior Year 
Recommendations 

The Mayor should strengthen control measures and 
responsibilities towards officials who are responsible for complete 
implementation of recommendations, so that the actions foreseen 
under the Action Plan are implemented, particularly in the areas 
identified with the greatest degree of risk and within the limits 
set. 

 Municipality from 15 
recommendations only 
4 has implemented, 5 
under implementation 
and 6 not implemented. 

 

2.4 Self-Assessment 
Checklist 

The Mayor should ensure that governance processes are 
accompanied by strategic plans, risk management, and 
implementation of procedures in order to measure results against 
objectives. In addition, reporting and communication will 
improve management’s ability to react on time against potential 
challenges 

 The strategy for 2016-
2018 has been drafted, 
but there are still 
shortcomings. 

 

2.5 Failure to 
implement Risk 
Management 
Requirements 

The Mayor should ensure establishment of formal procedures to 
manage risks in the organisation, so that are determined and 
taken necessary actions if they take place, and to monitor them 
systematically. The first step towards this is drafting of the risks 
registry. 

Yes   

2.5.2 Weaknesses in 
Management 
Controls 

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

  There is no 
written 
formal 
report, yet 
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2.6 Functioning of 
the IAU and Audit 
Committee 

The Mayor should discuss an action plan with other management 
levels, assign staff responsible, and determine deadlines to 
address recommendations given by the internal audit. In 
addition, should be established process for monitoring of 
progress. When identify issues to be handled, the IAU should 
focus more on current year activities, by giving a priority to areas 
where the risk level is considered high. The audit process should 
be carried out in accordance with standards and documented 
well. 

 From this 
recommendation the 
audit commitee was 
established. 

 

3.3 Budget  
Execution 

The Mayor should systematically monitor the budget 
performance, just as revenues also the expenditures within 
economic categories and to timely identify and address obstacles 
in order to have a maximum implementation of the budget. 

  The budget 
execution 
remains the 
same 
performance 
as last year. 

3.4 Systematic 
Weaknesses in 
Procurement 

The Mayor should ensure that the procurement manager insists 
that for any procurement contract are assigned adequate persons 
for management of contracts, and only after the confirmation of 
the contract manager, the contract can be considered fulfilled. 

Yes   

3.5 Special service 
contracts 

The Mayor should ensure that special service contracts are used 
for specific purposes, in cases when there is really a shortage of 
staff, while their duration do not to exceed 6 months as defined 
under the law. We suggest that such practices are not repeated. 

  These kind 
of contracts 
have been 
signed these 
year, as well 

3.5.2 –  The lack of 
evidence upon 
selecting winners 

The Mayor should ensure that upon subsidising farmers is 
demonstrates the maximum transparency, while the selection of 
beneficiaries is done based on conditions and criteria established. 
Furthermore, should be applied a periodical monitoring process 
to determine whether the subsidies are used for appropriate 
purposes. 

Yes   
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3.6 – Property tax The Mayor should ensure a review of existing systems in order to 
confirm whether the mechanisms established for collection of 
revenues can operate effectively, and that additional actions have 
been taken to ensure that taxes are collected at the estimated 
levels. Verification of municipal property has 

to be done as foreseen under the law, so that all potential changes 
of properties that are valuable to the taxable base are integrated in 
the database. 

 During this year the 
municipality has 
worked on property 
verification. 

 

Revenues from lease 
of municipal 
property 

The Mayor should ensure that public property will not be 
allowed to be used and misused without payment of leases 
foreseen in the respective contract. We recommend that are 
undertaken immediate measures and reviewed critically the list 
of debtors and the reasons behind this situation. Appropriate 
actions should be taken as soon as possible in order to interrupt 
such practice. 

  There are 
still 
properties 
that are 
used, 
without 
carrying out 
the 
contractual 
obligation. 

Revenues from 
business fees 

The Mayor should ensure that urgent measures will be taken to 
establish appropriate mechanisms and controls in order to collect 
outstanding debts. Department of Finance also needs to 
strengthen controls to collect these taxes on time and be more 
determined to address this problem. 

  Municipality 
continues 
increasing 
the payable 
accounts 
from the 
business tax. 
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3.7.1 Incomplete 
recording of assets 
and inconsistencies 
with the Regulation 
on assets 
management - 

The Mayor should ensure drafting of an internal guideline on 
assets management wherein are clarified roles and duties of 
certain officials who have to contribute to preparation of data on 
assets that need to be recorded, and then all assets are correctly 
presented in the AFS. 

  It’s not been 
drafted yet 
the internal 
regulation, 
neither the 
amounts 
which aren’t  
capital assets 
are not 
removed 
from 
register. 

3.7.2 Lack of 
protocol for 
recording of 
invoices 

The Mayor should ensure that all invoices are received by the 
receiving office (archive) then protocoled, and distributed to the 
respective department, so that there is appropriate reporting and 
complete records on municipal liabilities. 

 The Invoices are 
protocoled, but not all 
of them, and there are 
still shortkomings in the 
exact presantation of 
liabilities. 

 

Nr. of 
rekommendation 

 4 5 6 
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Annex IV: Letter of Confimation 

 

 

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: 12.05.2017 

 

 

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 Podujeva, 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: 

Agim Veliu 
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