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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 Ardita Salihu and team members Selvete Foniqi and 

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 

Prishtina 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 15.11.2016.   

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 issue we would like to mention the fact that the Municipality classified 

some expenditures into inadequate codes. Whereas, in the field of assets, although the 

Municipality made progress in recording the property, however, it did not record all the assets in 

the accounting register. 

For more, please refer to 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 
inadequate classification of 

expenditure and incomplete 
recording of assets  

The Mayor should ensure that all 
required actions are undertaken To 

address the causes that have influenced 
the emphasis of the audit opinion and 

the same are not repeated in the 
following years.

Governance arrangements related 
to self-assessment, risk 

management, addressing 
recommendations, and the internal 

audit system still have 
shortcomings.

The Mayor should ensure that issues 
arising from the field of overall 

governance, and in particular internal 
audit, should be addressed with 

enhanced responsibility and attention 
(see issues 2-5).

When it comes to budget 
execution, revenue collection had a 

increasing trend, however the 
same trend was not in the captial 
investment category, where only 

58% of available funds were spent 
during the year.

The Mayor should undertake a 
systematic assessment of the reasons for 

the low level of budget execution for 
capital investments in 2016, as well as 

determine the practical options for 
improving execution in 2017 (see issue 6).

Significant value (in total €622,486) 
executed through court decisions or 

under Article 39.2 may cause 
budget disruption and failure to 

carry out planned projects.

The Mayor should ensure that all 
obligations to operators are recorded and 

paid within the established legal 
deadlines, avoiding additional payments 
of interest on delays. Where decisions are 
disputed, the legal office should take the 

necessary steps (see  issue 11).

The Municipality has not yet 
managed to record receivables for 

business taxes.

The Mayor should ensure that for 
receivables from business tax,  establishes 
a working group for the comprehensive 
treatment of these accounts and propose 

appropriate measures.
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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 Prishtina 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 d by the Ministry of Finance. 

Basis for the opinion 

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

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

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

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

We draw your attention to the fact that we have noticed a value of €1,837,842 executed from 

capital investment code, which belong to the category of Goods and Services2. The cause was the 

limited budget for Goods and Services and the same were approved with the law on budget as 

capital projects. 

Despite the progress made in asset recording, purchases of € 112,605 from capital investments of 

the year were not included in the assets register, thus understating the assets for this amount. A 

transfer of €1,000,000 to Termokos was recorded as assets in use by the Municipality, as well as a 

transfer of €1,000,000 for the Shkabaj water plant was recorded as the ongoing investment. The 

value of these projects should be recorded as assets to capital transfer beneficiaries and removed 

from the assets register from the Municipality’s accounting records. 

Our opinion is not modified in respect of this matter.  

Responsibility of Management and Those Charged with Governance and AFS  

The Mayor of Prishtina 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 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. 

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 

                                                      
2 The expenditures related to the maintenance of green spaces, the treatment and vaccination of dogs, spatial 

disinfection, festive arrangements and city decorations as well as the execution of court decisions on the subjects 
matters of the services nature. 
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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 with Law no.03/L-

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

 Requirements  of Local Governance Organic Laws; 

 Requirements of the Annual Budget Law; 

 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. 

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

Memorandum dated 23.12.2016 were addressed during the preparation process. However, the 

issue still unaddressed was that the Municipality did not engage the Chief Financial Officer (CFO). 

AFS have been signed by the Director of Finance, which is in contradiction with the LPFMA and 

the Treasury3 Rule 01/2017. 

  

                                                      
3 The statements should be signed by the Chief Administrative Officer and the CFO and every Budget Organisation 

should have the Chief Financial Officer with the status of civil servant. 
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Several financial adjustments were required in the draft AFS for which we have provided 

suggestions to improve their quality and which were addressed in the final statements: 

 Article 14, Budget Execution Report, final budget column, cash inflows and outflows did 

not include the amount of €50,000 planned from borrowing; 

 In the same statement, the values presented in the final budget by economic categories 

were initially overstated by €233,717. This is because the final budget for salaries was 

€27,944,188 while it was declared as €28,144,268 and the final budget of goods and services 

was  7,475,737 and €7,506,675 were  presented  was as well as the final budget of Utilities 

€1,791,300 and € 1,793,000 were presented; 

 The 2016 format of the statements requires that Article 14, Budget Execution Report, cash 

inflows are divided according to their type, i.e. if the revenue are tax or non-tax. The 

amount presented as a whole was correct both in the initial and final budget as well as on 

the outturn, but the values should have been divided in such a way that the property tax is 

distinguished from other taxes; 

 Receipts and payments outside the TSA at the City Library and Dodona Theatre should be 

disclosed and sufficient explanations should be given for the flows of transactions 

occurred; and 

 The number of employees outside the payroll and those under special services set out in 

Articles 26 and 27 of the financial statements were not divided according to the 

organization’s programs, as required by Regulation 01/2017; 

The findings above show that the AFS could have been prepared in more quality manner during 

their initial drafting. 

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 some errors and non-material shortcomings as below: 

 Under Article 13, the value of third parties of €87,244 was not processed in the respective 

KFMIS4 module as an expenditure, but the same was presented in the statement; and 

 Receivables from taxes on exercising business activities were not recorded. 

In the context of other external reporting requirements, no progress report on capital investments 

over 10,000 was made. In addition, as an external reporting requirement, the self-assessment 

questionnaire was not completed and submitted to the MoF. 

                                                      
4 Kosovo Financial Management Information System  
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1.3 Recommendations for the first part of the report 

Our recommendations for issues above are:  

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

causes of Emphasis of Matter in terms of Audit Opinion. The budget process 

should be a reflection of real expenditures in order all expenditures are 

gradually classified within appropriate codes. When it comes to the 

subordinate institutions, we would encourage to carry out an internal audit 

to obtain sufficient assurance on how the revenues were collected and 

expenditures incurred, at least for the previous two years.  

Recommendation 2 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 must undergo a comprehensive review in terms of their content and 

accuracy, with particular emphasis on the recording of third parties as well 

as receivables from business taxes. 
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2 Governance 

Introduction 

Effective governance arrangements are fundamental to Prishtina 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 an individual budget organisation are supported by appropriate evidence.  

The remainder of our review of governance arrangements reflects a consideration of: 

 those areas of Governance Arrangements where significant improvements are required 

and where we believe that our recommendations can generate positive improvements 

including consideration of the Internal Audit system; and 

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

specific work directed at compliance issues in key income and expenditure systems (these 

areas are considered in Section 3 of this report). 

Overall Governance Conclusion  

Improved governance is noticed in the Municipality, especially in reporting a number of activities 

as well as steps towards a transparency over developments and achievements towards providing 

services to citizens. The digital platform for public participation, holding 24 different public 

debates in Municipality, the drafting of the transparency plan, the integrity plan as part of the 

overall planning processes and the public reports of the Directorates for the works carried out are 

the other commitments towards an enhanced accountability and transparency against the public. 

Further on, the Municipality has done a good job mainly in reducing operational expenses (those 

of official trips, utilities and expenses for other contracting services). Further on, considerable 

efforts have been undertaken in building contractual relations with different donors to provide 

more quality services to citizens. The Municipality established a good practice and managed that 

payments from external donors in the total amount of €347,497 related to payments for salaries, 

goods and capital projects to be channelled through TSA. 

Despite the positive developments, particular attention should be paid to the implementation of 

prior year recommendations, the definition of strategic inter-departmental objectives, the 

fulfilment of the requirement for self-assessment, risk management and some financial 

management related issues. 
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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 36 recommendations. The 

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

Compared with last year, a much more serious approach and a higher commitment to address 

issues and recommendations arising in the previous audit report is noticed, where around 70% of 

them have been implemented or are in process. Last year only one recommendation was 

implemented. By the end of our 2016 audit, 11 recommendations were implemented, 13 were in 

process and 12 have not yet been implemented. For a more thorough description of the 

recommendations and how they are addressed, see Annex III.  

 

Issue  3 – Implementation of Prior Year Recommendations – High 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 Failure to fully implement the recommendations indicates that some of the 

identified shortcomings have not yet been adjusted, and this has resulted in: 

 irregularities in payment certification and inadequate classification; 

 inadequate functioning of internal audit; and 

 Failure to disclose receivables from business taxes. 

Recommendation 3 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. Similarly, the 

Mayor should implement responsibility measures against persons in charge 

for implementing remedial measures for the issues raised 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. For all audits we undertook we have 

tested the quality of FMC self-assessment questionnaire submitted to the Ministry. 

 

Issue  4 – Failure to submit the Self-Assessment questionnaire – High Priority 

Finding  The Municipality of Prishtina failed to fulfil its obligation to complete the 

self-assessment questionnaire and submit it to the MoF. 

Risk Failure to meet FMC requirements affects the municipality’s inability to 

identify the possible weaknesses of the internal control system and the 

effectiveness and appropriateness of these controls, as well as to propose 

measures towards improvements in areas where shortcomings have been 

identified. 

Recommendation 4 The Mayor should consider the reasons why this obligation set out in the 

FMC framework has not been met and ensure that the self-assessment 

checklist and the requirements arising from this questionnaire are 

addressed within the established deadlines and with the appropriate 

quality. A mechanism that would confirm the accuracy of the checklist 

assertions and the relevance of supporting documentation should be put in 

place, and we suggest that before the submission to the MoF, this 

questionnaire is subject to a final review by the internal audit. 

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 Municipalities 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.  
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Issue  5 – Strategic Plans and Objectives- High Priority  

Finding  The Municipality owns the Municipal Development Plan 2012-2022. 

Although the document is quite voluminous, it has no estimated costs for its 

implementation and no deadline for achieving its objectives or any 

monitoring in place. The Municipality explained that they are in process of 

drafting the zoning map and that this municipal development plan will be 

revised to incorporate changes in the field of  the economy. However, there 

are no other operational plans. 

Risk Lack of strategy costing and uncertainty on defining measurable objectives 

for the directorates makes it impossible to follow their fulfilment in view of 

the municipal vision as one of the essential conditions of good governance. 

Recommendation 5 The Mayor should ensure that both strategic and operative plans contain 

clear objectives and are in line with the vision and policies of overall 

municipal governance. This would allow a fair assessment of the results and 

review of the departmental objectives, where appropriate.  

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  6 – Weaknesses in Management Controls – High Priority  

Finding  Despite being declared for monthly reporting, the Municipality did not 

provide the reports which the Directorates submit to senior management to 

review whether the prior year’s recommendation on the form and content of 

reports was addressed, if the same are qualitative and provide sufficient 

information on municipal operational and financial activities. 

Risk Lack of reporting by the Holders of administrative units reduce the 

effectiveness of financial management within the Municipality, resulting in 

weaknesses in the budget process as well as in reducing the ability of the 

management to respond to financial challenges over time. It also increases 

the risk of improper spending. 

Recommendation 6 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) operates with four Auditors (including the Director of the Unit). An 

effective audit requires a comprehensive work programme that reflects financial and other risks to 

the Municipality and provides sufficient assurance over the effectiveness of internal control. The 

impact of Internal Audit output should be judged by the importance that management places on 

addressing recommendations and the support provided by an effective Audit Committee. In this 

regard, we consider the work of internal auditors, the actions taken by senior management in 

addressing the recommendations as well as the engagement of the Audit Committee.  

 

Issue  7 – Lack of IAU activities – High Priority  

Finding  During 2016, besides one special audit requested by the Mayor on 

procedures for the transfer of non-financial assets to the Emergency Centre, 

IAU has not conducted any internal audit. 

The draft strategic plan and the annual plan for 2016 were not signed by the 

Chief Administrative Officer. For this reason, the internal auditor, without 

an approved audit plan, did not carry out any audits. IAU reported for the 

first, third and fourth quarter of 2016 in the Central Harmonisation Unit for 

Internal Audit (CHU/IA). At the same time, the reporting highlights the 

non-functioning of this unit and the challenges between management and 

IAU. There have been no reactions from the CHU/IA. 

In absence of the chairman of the committee who had resigned in 2015, the 

Committee did not hold any meetings and at the same time new chairman 

was not appointed. 

Risk Inadequate functioning of the internal audit system reduces the assurance 

provided to management in relation to the functioning of key financial 

systems, especially in an organizational environment such as the 

Municipality of Prishtina, where there are a number of schools, subordinate 

institutions or other units of which generate revenues and expenditures that 

would have to undergo a number of occasional audits. This can result in 

unidentified weaknesses and the continued ineffective practices. 

Recommendation 7 To gain maximum benefit from Internal Audit, the Mayor should take 

immediate measures to resolve the problem of full functioning of the IAU, 

whilst the benefits from these services are minimal and without almost any 

impact. 
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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 financial management and the implementation of controls, payments based solely on 

co-financing agreements, non-execution of capital projects according to budget and direct 

payments from Treasury remain the most significant challenges. In the context of financial 

systems, revenue controls in general are strong and are being implemented effectively - but 

controls in several expenditure areas require further improvement to prevent execution of 

payments through court decisions. The main areas where more improvements are needed are 

budget implementation in capital projects, management of receivables, contracts for special 

services and others. 

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  30,000,000 29,950,000 24,243,686 18,035,992 19,904,415 

Property tax 5,350,000 5,350,000 7,176,272 5,623,478 5,649,337 

Municipal fees 24,650,000 24,600,000 17,067,414 12,412,514 14,255,078 

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

source revenues. €24,243,686 of Own Source Revenues were collected which represents a 

better performance than last year by 34%. According to the plan, revenue execution was 

81% of the final budget. This was because the planning was much more ambitious than the 

previous year’s plan, with a difference of €2,787,391; 

 The difference of the final budget from the initial one represents a reduction of €50,000 (see 

table below) as this value has been re-budgeted as a borrowing by the decision of the 

Municipal Assembly dated 27.05.2016 and relates to the energy efficiency project with the 

German bank (KFW); and 
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 According to the budget law, the entire capital investment category is planned to be 

covered by own source revenues. 

Table 2. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget5 
2016 

Outturn 
2015 

Outturn 
2014 

Outturn 

Sources of Funds   65,883,762 73,432,964 58,774,174 64,525,481 56,801,207 

Government Grant -Budget  35,883,762 35,683,451 35,638,240 35,573,654 40,116,243 

Carried forward from 
previous year6 –   

7,280,641 6,382,842 16,383,352 5,903,886 

Own Source Revenues7 30,000,000 29,950,000 16,394,896 12,265,988 10,718,580  

Domestic Donations  12,315 10,699 4,700 4,800 

External Donations   456,557 347,497 297,787 57,698 

Revenues from Borrowing  50,000    

 The final budget in relation to the initial one was increased by €7,549,202. This difference is 

the result of domestic, external donations and revenues carried forward from the previous 

year, totalling €7,749,513 and the reduction applied to the government grant of €200,311 in 

accordance with Government decisions. Reduction  has mainly affected the category of 

wages and salaries and a low value of utilities; and 

 Spending of Government grant presents a maximum rate (almost 100%). 

Table 3. Spending of funds by economic categories - (in €)  

Description 
Initial 

Budget 
Final 

Budget 
2015 

Outturn 
2014 

Outturn 
2013 

Outturn 

Spending of funds by 
economic categories 

65,883,762 73,432,964 58,774,174 64,525,481 56,801,207 

Wages and Salaries 28,108,709 27,944,188 27,900,604 27,404,645 25,610,137 

Goods and Services  7,393,190 7,475,737 7,417,749 9,008,155 7,872,882 

Utilities 1,793,000 1,791,300 1,791,297 2,079,910 1,609,849 

Subsidies and Transfers 1,816,810 1,949,218 1,655,659 1,621,155 4,791,642 

Capital Investments  26,772,053 34,272,521 20,008,865 24,411,616 16,916,697 

 

  

                                                      
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 for changes in budget categories are given below: 

 The budget execution rate was 80%, roughly the same as last year, although in absolute 

terms this execution is lower by €5,751,307. 

 The actual level of budget execution is influenced by the unsatisfactory execution of capital 

investments, where only 58% is spent this year. One of the reasons is that the entire capital 

investment fund is planned to be covered by own source revenues. However, with an 

additional engagement, this rate would significantly improve by around 20% or 6.5 

million, as at the end of the year the total spending potential of own revenues (current 

transfers and allocations of current year) around 78% was spent. Another reason for not 

executing projects under budget law 2016 is that a number of contracts have been signed in 

the last months of the year. 
 

Issue  8 – Budget Execution  – High Priority  

Risk The level of executing capital projects as well as spending of own  source 

funds was not satisfactory. 

Risk Poor budget execution will result in inefficient use of available funds as well 

as reduce the effectiveness of expenditure plans according to programs. For 

the municipality, non-fulfilment of the capital investment program will 

result in implementing less projects. 

Recommendation 8 The Mayor should  carry out a comprehensive analysis of the causes and 

reasons for the low level of budget execution for capital investments in 2016 

and determine the practical options for improving the execution in 2017. 

3.1.1 Revenues 

During 2016, the Municipality collected own source revenues of €24,243,686, which presents a 

better performance by 34% compared with the previous year (€18,035,992). The dominant 

categories of revenues and significantly higher than in the previous year were property tax 

(€7,176,272), construction license fees (€10,548,157) and legalisation fees (€568,352), and revenues 

from use of public space (€1,083,686). 

From an overall expenditure viewpoint (€58,774,749), around 39% of them are covered by own 

source revenues. This level represents a significantly higher coverage of expenditure from OSR 

than the average of all municipalities. Expenditures for Own Source Revenues for 2016 were 

€22,777,738. 

When it comes to implementing overall revenue policies, significant improvements have been 

noticed in the field of urbanism. Withdrawal of warranties up to issuing licenses under  

instalments  was made at the appropriate moments when the obligations by investors were not 

timely paid. Further on, previous year’s deficiencies for collecting fees for technical acceptance 

and remuneration of Committees have not been repeated this year. 
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Issue  9 - Out/inflow of funds not through the Treasury Single Account - High Priority 

Finding  The City Library “Hivzi Sylejmani” and the Dodona City Theatre manage 

their finances in violation of the law on public financial management, 

regulation on expenditure and in violation of the regulation on revenues. 

These two subordinate municipal institutions collect and spend revenues 

through their bank accounts as well as in some cases in cash. The library 

during 2016 received membership fees of €30,253, while expenditures 

amounted to €11,542. Further on, “Dodona” Theatre during 2016 had 

revenues of €8,832 (and those carried forward from previous year) and 

expenditures of €6,851. The two cases were disclosed in the statements. 

Risk Carrying out transactions through commercial banks, and not through the 

TSA, leads to a misstatement of revenues (although disclosed in the 

statements). Financing of the above activities is outside the legal framework 

on spending public money and there is no sufficient assurance that the 

funds actually have been used in line with intended purpose and do not 

provide adequate control over these resources. Moreover, the possibility of 

misuse of these funds may occur. 

Recommendation 9 Although this year we noticed a commitment of the Directorate of Culture 

to regulate and put the financial management of these two entities into the 

system, however, the Mayor should act towards the achievement of this 

goal. We would also encourage an internal audit for each institution to 

obtain sufficient assurance on how to collect revenues and expenditures for 

the previous two years. 

Issue  10 - Inefficiency in reconciliation of revenues - High Priority 

Finding  During the review of the revenue reconciliation process, we have noticed 

that there are insufficient controls in case of handing over between the chief 

of registrars and registrars, for blank forms for issuing civil certificates or 

other documents. There is no monitoring of the registrars and there is no 

reconciliation with them of how many blank forms have been received by 

the registrars, how many of them have been used, what tax amounts have 

been collected, how many persons have been exempted from payment and 

how many forms have been disposed of. 

Not all revenue collection directories8 make reconciliations with the revenue 

officer to confirm their balance. As a result of these non-reconciliations, in 

one of the samples for the revenues of the Cadastral Directorate of €1,788, 

this Directorate could not provide us the case under the justification that 

this revenue did not belong to this directorate.  

                                                      
8 Directorate of Administration, Local Infrastructure, Public Services, Cadastre, Education (partially), Inspection and 
Property Tax Section 
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Risk Lack of oversight at civil status offices may affect the misuse of certificates 

when issuing civil documents. Non-reconciliation of revenues affects the 

improper reporting of revenues or the identification of possible 

classifications in wrong transaction codes. 

Recommendation 10 The Mayor should initiate the establishment of procedures with the Civil 

Registration Agency in order to establish an appropriate form of 

reconciliation between the issued forms and the reconciliation with the 

supervisor in order to leave adequate and easy tracks of the collected 

revenues. Further on, he should ensure that cross-departmental 

reconciliations are carried out on a regular monthly basis and all 

inconsistencies are clarified in time. 

Issue  11 - Revenues from Urbanism and Property Tax - Medium Priority 

Finding  In the files received for handling premises without construction licenses, the 

Municipality does not require from the applicant to submit evidence that 

they have paid all taxes related to that property. In two cases, we have 

noticed that the same properties for which a legalisation permit is granted 

are not the same as those recorded in the property tax system. One premise 

is legalized for 371m2 while property tax is paid  for 190m2 and the other 

case where the premise is legalised for 396m2 and property tax is paid for 

250m2. This resulted due to the lack of inadequate verification of property 

on site for property tax registration. 

In another legalisation case, the applicant did not register the premise for 

payment of property tax at all while the premise was legalized. 

The Property Tax Department, even though it had planned a large number 

of property verifications on site, the report of this sector shows that planned 

verifications were not made. According to AI 03/2011, the Municipality 

must verify 1/3 of the registered properties. 

Risk Shortcomings in the documentation required for legalisation and  failure to 

verify properties for property tax purposes increases the risk that the 

Municipality does not have the proper data to determine the real fee charges 

against citizens. 

Recommendation 11 The Mayor should ensure that the Urban Planning Directorate and the 

Property Tax Section effectively communicate so that all legalised for 

construction premises pay at the same time the exact value of property tax 

in line with the areas verified through legalisation files. This would, to 

certain extent, facilitate the process of property tax verification. 
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Issue  12 – Management of rents and public spaces - Medium Priority 

Finding  The Municipality rented 43 apartments for delegates and municipal 

employees. Their monitoring and management is partially carried out by 

the Directorate of Finance and by the Property Directorate. Despite the 

economic fees on these leases, not all users are settling their obligations 

properly. At the same time, the Municipality does not manage this issue 

well, not billing it regularly and taking no action if  the payment is not 

made. Several initiatives were taken by the Property Directory in October 

2016 to complete the cases. 

Granting consent to the use of public spaces for businesses and individuals 

is done on a seasonal basis (summer and winter), by a committee 

established by the Mayor. Billing for the summer season is mainly done in 

June, although the use of public spaces by businesses and individuals is 

done during April-September. Thus, the collection of funds is made after 

these spaces are issued to businesses or individuals as a consequence of the 

delayed establishment (at the end of April) of the committee for evidencing 

the potential users of public spaces by the Municipality. 

Risk Inefficiency in taking timely actions to invoice, and set-up committees for 

evidencing public spaces in possession of users, has direct effects on the 

collected amounts of rental fees. This may increase the risk that the 

Municipality will lose the legal right to invoice or the same turn into bad 

debts.  

Recommendation 12 The Mayor should ensure that officials in charge of managing with 

municipal property undertake all legal remedies for collection of the fees set 

out in the contract, while the committee for evidencing the use of public 

spaces should be made before the summer season starts. 
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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 appear through forms; and revision of the budget for this category and 

reconciliation with the Treasury.  

In general, progress has been made in human resources management, addressing 

recommendations for processing of irregular payments, renewal of contracts for teachers, non-

dismissal of employees without reasonable legal grounds and selection of staff in education and 

health. 

 

Issue  13 - Delayed implementation of IOBCS decisions and updating of personnel files - 

Medium Priority 

Finding  In five cases, the Municipality delayed the implementation of (over 4 

months) the decisions of the Independent Oversight Board of the Civil 

Service (IOBCS) for the return of officials, although it did not appeal against 

those decisions. During these months, the value of salaries was reimbursed 

(€11,203) even though employee contributions were not used for this period.  

The need for updating of files (mainly in education) still exists, including 

evidence of personal data, job descriptions, certificates for not being under 

investigation, etc. Further on, there were no performance appraisals of 

municipal officials in the dossier and in six cases we noticed that the civil 

servants appointment acts9 should be adjusted by Regulation no. 07/2010. 

Risk Failure to execute the mandatory decisions of the Board in time causes 

financial loss as a result of not using the work that should be done by 

employees. Failure to update files may not provide sufficient information on 

staff, while lack of appraisals increases the risk of poor staff performance, 

while the management has no knowledge and cannot take remedial action. 

Recommendation 13 The Mayor should ensure that such decisions are executed in time in order 

to avoid the losses of the municipal budget. Further on, the personnel files 

should contain the required documents and approved by the senior 

management of the Municipality and the performance appraisal system for 

the municipal staff should be applied. 

                                                      
9 The Act of Appointment does not contain the protocol of advertisement and notification of the candidates, the 

employee’s address and the grade of employee. 
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3.1.3 Goods and Services (including Utilities)  

The final budget for Goods and Services in 2016 was €9,267,037, which was spent almost entirely. 

The Largest part of the expenditure in this category includes utility and communications costs, 

fuel and heating, maintenance of buildings, other contracting expenses and one part is also 

executed based on court decisions as well as direct payments from Treasury, based on Article 39.2 

of the LPFMA. 

 

Issue  14 - Payments  according to Court Decisions and Direct payments from Treasury - High 

Priority 

Finding  Based on court decisions, in 2016 there were spent €255,197 from Capital 

Investments category and €323,862 from Goods and Services through bailiffs 

and direct payments made by Treasury under Article 39.2 of LPFMA. 

Based on the tests made, these expenditures have incurred for: 

 The contract on buildings’ physical security had expired. The request 

for initiating the procurement of such service was made in delay and 

during the process some of the potential EOs have complaint several 

times to the Procurement Review Body (PRB) thus making this 

process lagging behind for a long time. Regardless of the expired 

contract with the former EO, the Municipality has accepted services 

until the selection of the new operator. Although the invoices’ 

payment  legal deadline was due (30 calendar days upon receipt of the 

invoice or request for payment under LPFMA), the private bailiff 

decided for the payment to be made, in favour of the operator. We did 

not notice any action taken by the Municipality in this regard; 

 In lack of a valid contract for car towing services, the Municipality had 

accepted services but did not make the payments. Therefore, 

payments were made directly from Treasury; 

 For vehicles insurance liabilities, since 2011, direct payments were 

executed from Treasury. These payments included invoices10 which 

had been paid earlier (€1,121). The Municipality had not taken 

measures within the legal deadlines to challenge the bailiff’s decision; 

and  

 Due to lack of funds for Goods and Services, direct payments 

executed from Treasury were made for fuel, servicing and 

maintenance of medical equipment and supply with medicines and 

medical consumables. 

                                                      
10 Invoices:  no. 622/11, no. 150/14, no.166/2014, no. 423/13 and no. 00371/04-2014 
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Risk Payments executed under court decisions and Article 39.2 of LPFMA are 

significant to the Municipality’s budget and may lead to fluctuations in the 

budget balance. Insufficient engagement of the municipal legal office to 

challenge decisions, where there was a legal basis to do so, may damage the 

budget and lead to other administrative payments. This increases the risk 

that payments may be made outside the planned codes and that projects 

may not be implemented because of re-destination of budget expenditures. 

Recommendation 14 The Mayor should increase controls over the management of requests for 

services essential to the Municipality in order to have them provided in 

time. During the budget planning, the legal office should scrutinise all 

outstanding liabilities of the Municipality and estimate potential amounts of 

cash outflow from opened court disputes and ensure that the same are 

included in the annual budget. In regard to vehicles insurance, the 

Municipality should examine the payments made to the EO and undertake 

the right actions for funds return.  

Issue  15 – Supply with School Documentation - High Priority 

Finding  The Municipality of Prishtina made a supply with pedagogical 

documentation (such as diaries, math books and other registers) in the 

amount of €13,294. For these supplies no procurement procedure was 

carried out, but the Municipality relied on a decision of the Ministry of 

Education, which has assigned EO “Dukagjini” JSC for the publication of 

such documentation11. 

Risk Such supply, without securing the procedures and case (the decision) under 

which the supply is made, eliminates transparency and is not in line with 

the Regulation on spending of public money. 

Recommendation 15 The Mayor should ensure that the decision and prices paid have legal 

support, and if not initiate negotiations with the Ministry so that such 

supplies are subject to open procurement procedures. 

                                                      
11 Decision dated 01.08.2016, for which it is not concluded that procurement procedures were conducted. 
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Issue  16 – Engagements under Special Service Contracts - High Priority 

Finding  According to the payroll list, 210 officers were engaged during this year 

with a special12 services contract that represents a reduced number from the 

previous year (276). When selecting these individuals, simplified 

recruitment procedures were not applied. 

Risk Covering important positions under temporary agreement results in poor 

performance and monitoring of staff and increases uncertainty if adequate 

staff is engaged in such positions. Lack of proper competition, the quality of 

the services provided may be of a poor level and the organization’s 

objectives may not be achieved. 

Recommendation 16 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 increase in the number of staff is 

necessary, this should be incorporated into budget planning. Eventual 

obstacles related to staff increase should also be discussed with the Ministry 

of Finance. 

Issue  17 - Weakness in developing Procurement Procedures - Medium Priority  

Finding  In two cases tested, “Supply with medicinal disinfectant for hands for needs 

of MFMC” (€2,190) and “Manifestation of MFMC Day – 21st of June“ 

(€7,260), procurement procedures were carried out without the approval 

from the Chief Administrative Officer (CAO). The availability of funds is 

not signed by the CAO and the CFO as provided by the LPP, but by the 

Director of MFMC, financial and procurement officer within the MFMC. 

Further on, contracts are not signed by the procurement manager of the 

Municipality, but by the procurement officer of MFMC. 

Under the contract “Supply of food items for the “Central kitchen of 

preschool institutions “in the amount of €40,373, the contract manager 

approved the supplies outside the Contract in the amount of €1,044 without 

a prior approval by the CAO and the Procurement Manager. 

Risk Procurement without the approval of the CAO, as well as exceeding the 

contracts, except that it is not in line with LPP, may affect the Municipality 

to enter into unplanned financial liabilities. 

Recommendation 17 The Mayor should ensure that appropriate measures are in place in order to 

comply with public procurement rules and initiation of procurement 

procedures is approved according to procurement regulations and no 

supplies are made outside the contracts. 

                                                      
12 The municipal registry highlights that they are engaged as officers in the civil status offices, officers in the kitchen of 

preschool institutions, legalisation officers, other urbanism officers, culture officers, inspection officers, registrars of 
illegal constructions, property tax surveyors , Party performers, etc. 
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3.1.4 Subsidies and Transfers  

The final budget for Subsidies and Transfers was €1,949,218. Of them, in 2016, €1,655,659 was 

spent. They relate to subsidising farmers for greenhouses, compensation for damages caused by 

floods, spending on cultural and sports activities and others.  

There is a significant improvement compared with last year regarding the management of this 

category and the controls to be applied, despite the presence of some shortcomings. 

 

Issue   18 - Challenges in supervising Subsidies and Transfers - Medium Priority 

Finding  The Municipality subsidised the project for “21st of June” music festival with 

€10,000. Even though it was stipulated in the contract between the 

municipality and the beneficiaries, no narrative or financial feedback 

reports/accompanying evidence were provided that would determine 

whether the subsidy was spent for the given purpose.  

Similarly, the subsidy amounted to €1,710 in the account of the artistic 

director of the Mimic Theatre, where the Municipality did not provide 

supporting evidence to prove that the funds were spent according to the 

given purpose. 

Risk Failure to report and monitor the spending of subsidies, aside from the 

misuse of subsidies, leaves room for lack of responsibilities from the 

directorates/programs from which funds have been spent. 

Recommendation 18 The Mayor should strengthen the controls in such a way that sufficient and 

relevant evidence is provided for each subsidy confirming that the subsidy 

is spent according to the intended purpose. 
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3.1.5 Capital Investments  

The final budget for capital investments was €34,272,521. This budgeted amount was spent of 58% 

or 22,008,865 €, which was 62% in the previous year. 

Most of the capital projects related to building roads, educational facilities, investment 

maintenance, capital transfers to public and other entities. 

 

Issue  19 – Re-designation of Expenditures for Capital Projects without prior Assembly 

Approval - High Priority 

Finding  The contract for the project “Construction of the river collector Prishtina and 

road on the collector” was signed on 09.08.2016 in the amount of €2,192,855. 

For 2016, it was budgeted in the PIP13 Code 43193 in the amount of €950,000. 

The funds spent were of €949,600, however, only €100,000 is designated for 

this project, while the remaining €849,600 has been spent on other projects 

without  approving the transfer of funds, such as: repair of holes, road 

constructions and “Building the Boulevard over the “Kurriz”. 

Finding  Failure to update the PIP will reduce the effective implementation of 

planned capital expenditure plans and incorrect reflection of projects 

implemented within the category of capital investment. 

Recommendation 19 The Mayor should ensure that changes/re-designatios in the capital projects 

of the municipality presented in the Budget Table 4.2 “Financing of Capital 

Projects” should be preliminarily approved by the Municipal Assembly, as 

foreseen by the law. 

Issue  20- Payment Certification - High Priority 

Finding  The execution of payments in the amount of €8,514 and €7,029 for the 

treatment of stray dogs was made at the price of € 33 for a treated dog. 

Despite the fact that the sum of €33 is made up of 13 specifics for different14 

treatments, the acceptance report did not show which service positions were 

made for a dog, but only the unit/dog was treated. Consequently, the total 

price of all services was paid to the operator, regardless of whether all 

contracted services were performed.  

                                                      
13 Public Investment Projects 
14 Sterilization €9.8  while castration €6.8, injection €2.3  while trapping€ 1.7, etc. 
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Risk Incomplete reports confirming the acceptance of contracted services 

increases the possibility of paying for services that are not received. 

Recommendation 20 The Mayor should ensure that contract managers and certifying officers 

provide full service delivery reports, and only after it has been confirmed 

that the services are received in the amount and the appropriate quality, the 

payments are certified. 

 

Issue  21 - Weakness in Commitment of Funds and Purchase Orders - High Priority 

Finding  From the sampling we made, in five cases, the commitment15 of funds was 

lower than the contract. While in testing other payment it was noticed that 

in some cases the purchase order was made after the invoice is received. 

Risk Commitment of funds lower than the contractual obligation and the making 

a purchase order after the invoicing/completion of the works may result in 

delays in payments and risk that the projects remain unexecuted. 

Recommendation 21 The Mayor should ensure that contracts are not signed without securing the 

funds beforehand. Further on, the purchase order is drafted and prepared 

after the selection of the bidder with whom the contract is signed. 

Issue  22 - Payments for Co-financing Projects - Medium Priority 

Finding  Compared with last year, management of co-financed projects with donors 

has made progress. But in three cases16, we have noticed that payments to 

co-financiers were made, based solely on the agreement between the 

Municipality and the donor. Challenges in the management of these projects 

are on securing reports beforehand related to receiving supplies/services 

before payments are made, although donor requests are to be the transfer of 

funds beforehand. However, after the payments are completed there are 

reports on the execution of the projects. 

                                                      
15 Projects “Construction of collector and sewage channel weith reinforced concrete on the road on the river Prishtina", 

the contract was €2,192,855, while the commitment of €100,000; "Construction of bridges in the western part of the 
central ring” contract was €1,969,163, while the commitment of €200,000; “Construction of football stadium in Hajvali - 
Phase II” contract was €414,829, Hajvali - Phase II” contract was €414,829, while the commitment of €50,000" 
Construction of the concrete collector for the removal of atmospheric water and fecal sewage on the road on the Mat 
River” contract was €1,696,063, while the commitment of €100,000, and “Renovation of the garage MPOE Urban 
Traffic” contract was €622,496, while the commitment was €200,000, 

16 Women in Business for executing the mobile market of farmers; Help-Hilfe for support, socio-economic stability 
through strengthening the micro-business sector in Kosovo; and Urban Traffic (IVECO) for the purchase of buses. 
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Risk Being that the Municipality does not possess mechanisms that guarantee 

arrangements will be implemented as foreseen, there is a potential risk that 

the agreements cannot be achieved, the objectives are not achieved, and 

funds spent not returned. 

Recommendation 22 The Mayor should consider that the agreements for co-financed projects will 

have an assurance of achieving the set objectives, including clear reporting 

requirements during project implementation and monitoring before 

transfers of funds are made. 

Issue  23 - Weakness in procurement and service delivery - Medium Priority 

Finding  Supply and installation of x-ray device for FMC’s needs, the technical 

specifications required X-ray to have four digital tapes, which according to 

the contract manager there was a mistake in the appliance specifications as 

this digital device works only with one tape and no other 3 required  tapes 

are needed. The requesting unit not being able to precisely define the needs 

for X-ray and poor procurement controls prior to the initiation of the 

tendering procedures have led to shortcomings in positions and additional 

costs incurred for the Municipality by paying 3 tapes that are not needed. 

The contract “Technical Services for Organising the event of the 1st of June” 

(€9,865) was signed on 03.06.2016, while the services were received on 1-3 

June 2016. 

I the contract “Artistic Part for June 1st, Children's Day”, signed in the 

amount of €9,640 on 02.06.2016, the contract manager was appointed on 

08.06.2016, while the service acceptance report dated 06.06.2016.  

Risk Inadequate specifications risk generating unnecessary additional costs or 

obtaining poor service for money given.  

Receiving services prior to signing the contract may have an impact that 

acceptance is made for services that are not contracted by creating 

unjustified financial damages. 

Recommendation 23 The Mayor should ensure that the Procurement Office prior to the initiation 

of procurement procedures reviews the request of the requesting unit and, 

where the request is not appropriate, return it to the reviewing unit so that 

the requests are measurable and acceptable for supplies.   
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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. The 

Municipality made significant improvements in recording municipal property. The Municipality 

fulfilled previous year’s recommendation that assets identified by the committee established in 

2012 are included in the KFMIS register. The Municipality managed to increase property from 

€111,035,848 in 2015 to €2,455,524,534 in 2016. 

 

Issue  24 - Asset Management - High Priority 

Finding  Despite the progress made and numerous recordings by the Asset officer, 

the Municipality did not yet manage to have a complete asset register. The 

Municipality has only one asset official engaged. 

The Municipality does not have internal written procedures for asset 

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

The E-asset module is used only for recording of goods at warehouses, not 

for assets under €1,000. But, the asset officer possesses a general register of 

non-capital assets in the form of a Excel database. 

In two agreements for compensation of planned cadastral parcels for public 

interest (collective constructions), a total of 805m2 for compensation of 

private property was registered in the cadastre as municipal property, but 

was not registered in KFMIS as well. This is due to the lack of cooperation 

between the Directorate of Cadastre or Urbanism with the asset officer. 

A minibus donated in 2011 was not in the asset registers. 

Premises: 43 municipal flats given for use, the former Court of the Appeal 

premise, former municipal court premise, the building where the Inspection 

Directorate and the KPA are located, are still not in the property registers 

since their assessment has not been made. In the cadastral records only the 

municipal property for the land is presented. 

Risk Failure to fully comply with the asset management regulation, which lacks 

total asset registration, hinders the identification of assets in order to 

confirm their existence and increases the risk of misuse, loss or alienation. 
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Recommendation 24 The Mayor should ensure the co-operation of the Directorates for 

Information on the Purchase of New Assets, so that the Asset Officer has the 

necessary documentation for recording in KFMIS. The E-assets module 

should be functionalised for identification of asset under €1,000 and 

inventory of stocks, including all sectors. 

3.2.2 Receivables   

At the end of 2016, accounts receivables were € 47,087,614. The main receivable types for the 

Municipality are: a) property tax; b) construction licenses, c) rent and an amount for expropriation 

by the Ministry of Spatial Planning. In general, receivables declined compared with last year, 

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

 

Issue  25 - Management of Receivables - High Priority 

Finding  The Municipality collects revenues from business taxes and the amount 

collected in this economic code was quite small (€83,887), while the debts 

not collected from these businesses were not presented in AFS. This concern 

has been communicated to the management, but proper consolidation has 

not yet been done. 

When it comes to receivables from property tax, whose software system is 

managed by the Central Property Tax Department at the MoF, has recently 

been subject to system interventions to harmonise the effects of debt 

forgiveness and as a process is quite challenging. In one case of a taxpayer, 

in cooperation with the municipal property tax office, we noticed 

contradictory amounts of the debt balance according to the system and how 

much should have been according to manual calculations. Invoice by system 

has generated outstanding debt of about €800, while according to our 

calculations it is around €1,300. For manual calculations for other taxpayers, 

we cannot provide assurance on the presented value of receivables from 

property tax. 

Risk Incorrect presentation of disclosures leads to a misstatement of the financial 

position and accounts, and in the years to come, may affect the audit 

opinion. The part of property tax is quite sensitive to the citizens, and such 

mistakes may have a financial impact on citizens’ obligations. 

Recommendation 25 The Mayor should ensure that a working group is established for 

receivables from business tax which would in detail analyse the balance of 

these accounts, and review the recording, billing and collection mechanisms 

so that in the future the Municipality would have a sufficient legal base to 

prosecute businesses irresponsible in paying this tax. Shortcoming 

identified in the Property tax system in should be discussed with the 

respective department at the MoF so that the citizens have a correct balance 

for the tax obligations against the Municipality. 
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3.3 Outstanding Liabilities  

The amount of unpaid liabilities in the AFS of 2016 was €1,696,652 or 48% higher than in the 

previous year (€1,142,513).  

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

disputes estimated at €4,897,065 compared with the previous year (€8,298,000) have a downward 

trend of 40%. The Municipality is developing its approach to address these obligations and it is 

clear that the possibility of converting contingent liabilities into factual liabilities and impact on 

the financial situation of the municipality is evident.  

In the first phase we have noticed that the liabilities were reported only for January, February and 

September, as well as total obligations to suppliers in the education directorate were presented, 

rather than invoices. In the second phase, improvements were noticed in monthly reports to the 

MoF. 

 

Issue  26 - Reporting Obligations - Medium Priority 

Finding  Due to the failure to register all invoices received,  a poor recording of 

obligations to Eos was identified. There is a lack of structured and formal 

reporting between the directorates and the Heads of the budget and finance 

sector, on a monthly basis.  

For utilities, the heating cost of €180,000 was not reported by September 

2016 even though the billing was made for the period 2013 and 2014. It is 

not mentioned as a delayed payment obligation in Reporting, but just a 

legal dispute.  

Risk Failure to register all invoices  and non-formal communication routes 

between the directorates and the responsible officer risks the accurate and 

complete identification and reporting of financial obligations. 

Recommendation 26 The Mayor should establish a protocol system for each invoice received by 

operators. Further on, he should ensure that formal confirmations on 

unpaid invoices are made by the departments responsible for the requests of 

the CFO. 

 

 

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 

 

1.The Mayor should ensure that an analysis is undertaken to 
determine the causes of failure to address the significant risk related 
to completeness of assets, misclassification of expenditures and 
payments to donors accounts which resulted in Emphasis of Matter. 
Actions should be taken to address the underlying causes in a 
systematic manner to ensure a correct valuation of capital assets. 
This process should be monitored formally by the Mayor. 

   There are still 
shortkomings in FS 
disclosures. 

2.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 review of the draft 
account 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. 

 Quality of AFS was 
better than in 
previous year  
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Governance 3. The Director of Urbanism had established a commission for the 
technical acceptance of the Justice Palace and signed contracts with 
members of this Commission, ten of those were municipal 
employees and five were external ones. The members of this 
commission were not contracted and remunerated in compliance 
with the applicable law. The municipality paid €106,346 for such 
expenditures, out of which €2,377 were bailiff expenditures. This 
expenditure was made under the old Law no.2004/37 on 
Construction, whilst the new Law no.04/L-110 technical acceptance 
should be made by the municipal inspectorate. This was due to 
delays in harmonizing by-laws as required by the new law which 
resulted in actions no legally compliant. Moreover, payments for ten 
employees of the municipality (the commission members) are in 
contradiction to Article 80 of LPFMA, which does not allow for 
additional remuneration of staff engaged in commission. 

Yes   

4. the Mayor should strengthen controls and ensure that Finance 
department is in possession of all evidences over liabilities. The 
payment of outstanding liabilities should be treated with priority 
when planning budget, and should strengthen financial discipline 
and pay all invoices on timely basis. 

  This year the 
liabilities are 
increased for 48%. 

5. The Mayor should review why the prior year action plan was not 
submitted to OAG and why audit recommendations have not been 
implemented. We recommended that action plan for 2015 is 
produced on timely basis and set out a timetable for addressing the 
recommendations, determine accountable staff members with initial 
focus on those of greatest significance raised by audit. 

 Some 
recommendation 
still remain 
unimplemented 
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6. The Mayor should ensure that a review of the processes for 
completing the self-assessment checklist and permanently 
addressing areas of weaknesses is implemented. A revised 
mechanism to confirm the accuracy of the return and to ensure 
supporting documentation supports the submission should be 
applied. 

  The self-assessment 
questionnaire is not 
completed yet. 

7. The Mayor should ensure that in cooperation with the 
management teams, he will discuss and identify high level risks in 
all municipality sectors, determine prevention measures and actions, 
and responsibility for risk management is delegated to respective 
staff. He should also ensure regular reporting and reviews on the 
implementation of requirements in this area. 

  There are still 
shortcomings in 
identifying risks 
and tracking them. 

8. 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. 

 Some financial and 
operational 
components are not 
reported to the 
Management 

 

Internal Audit 9. The Mayor should ensure that internal audit functions are 
strengthened and materialised with the on-going handling of 
internal control system, and should provide reasonable assurance 
that controls operate effectively and as designed. To gain maximum 
benefit from Internal Audit, we suggest establishing Audit 
Committee within a reasonable time. 

  IAU is not 
functional and does 
not have the 
chairman of the 
Audit Committee. 

 

Budget 
execution 

10. 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 will be preceded by an appropriate planning 
process, determining objectives and their liaison with the 
municipality’s budget. 

 Execution of 
capitals was not at 
the required level 
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11. The Mayor should analyse the reason behind non execution of 
revenues and the revenues trend through recent years and based on 
this the Mayor should make an objective and workable planning. 
Further, the same plan should be followed with adequate activities 
and measures for implementation. 

 Partially Budget 
execution in some 
categories had 
shortcomings 

 

12. The Mayor should ensure that funds are used in accordance with 
initial budget appropriation and in case of such deviations; 
expenditures should be presented and disclosed in accordance with 
legal requirements by providing full transparency to the users of 
financial statements. 

  There is a low level 
of spending in 
capital investments, 
only 58%. 

Procurement 13. The Mayor should analyse why procurement requirements have 
not been implemented in the above-mentioned case and respective 
departments should provide effective controls, when drafting the 
request, specifications, premeasure and bill of quantities, all work 
positions or services should be clearly determined in order to avoid 
irregular payments. 

  There are 
weaknesses in 
effective controls 
from procurement 
when drafting 
premeasure. 

14. The Mayor should ensure that procurement service will strictly 
implement the requirement that the drafting of the executive 
construction project is done before the initiation of procurement 
procedure for work /construction. 

Yes   

15. The Mayor should ensure that a rigorous review is done when 
drafting detailed project plans in order not to suffer changes during 
the execution and not to incur double expenditures for the same 
service. 

Yes   

16. The Mayor should ensure that development of procurement 
procedures is subject to rigorous controls from initiation of process 
to the implementation of contracts. 

Yes   

17. The Mayor should ensure adequate measures for respecting 
public procurement rules and appropriate supervision for 
qualitative contract management. 

 There are still 
direct payments 
from the Treasury 
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Non-
procurement 
expenditures 

18. The Mayor should ensure that this practice is not repeated when 
it comes to the new arrangements and agreements being 
implemented, the controls should be strengthened, especially in 
requesting periodic reports from partners on progress achieved 
towards the funds spent. In the following arrangements for all 
similar projects, the municipality should take the role of the 
Contracting Authority, and manage all procedures from initiation to 
completion of projects. The municipality should prepare final 
reports for projects funded so far, and the in the audit to come, they 
will be separate part of reviews. 

 Preliminary 
Agreements are 
still in effect, until 
the agreement with 
Helvetas is 
executed according 
to the rules 

 

19. The Mayor should determine why payments were not subject to 
proper controls in accordance with legal requirements and should 
strengthen controls to ensure that such actions are avoided. 

Yes   

Wages and 
Salaries 

20. The Mayor should review real needs for engagement of 
employees with special service contracts. The need for additional 
staff for the career positions should be analysed and if the increase of 
the number of staff is necessary, this should be incorporated in 
budget planning. Eventual barriers to staff increase should be 
discussed also with the Ministry of Finance and other stakeholders. 

 The number of 
people involved 
has been reduced 

 

21. The Mayor should resolve this inconsistency and determine 
whether these are only isolated cases or a widespread phenomenon. 
Depending on situation, controls should be strengthened to prevent 
such cases. 

Yes   

22. The Mayor should ensure that personnel office applies all 
requirements of the Civil Service Regulation for completing files, 
including regular assessments of performance for the entire staff. 

  There are 
shortcomings in the 
completing 
personnel files. 

23. The Mayor should take measures for contract renewal which is 
an underlying element for continuing employment relationship. Or 
else, salaries should not be paid. 

Yes   
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24. The Mayor should ensure that recruitment processes is based on 
clear selection criteria and demonstrates transparency and 
objectivity upon selection of candidates. 

Yes   

25. Upon the decision-making related to violation of work duties by 
the staff, the Mayor should ensure that all appropriate procedures 
are implemented and decision-making should be in complete 
accordance with laws into force. 

Yes   

Subsidies and 
Transfers  

26. The Mayor should ensure that current regulation for subsidies 
will be amended and supplemented in those parts where lack of 
clarities are identified and criteria, requirements, procedures and 
appropriate documents are determined for awarding and for control 
of funds distributed for subsidies. 

 Partially 

There is still a need 
to engage in 
providing feedback 
and amending the 
regulation 

 

Revenues 27. The Mayor should analyse cases mentioned above and put in 
place controls required, that all properties on rent should be 
monitored in the meaning of payment of rent on regular monthly 
basis. 

  There is no good 
rental menagement. 

28. The Mayor should ensure adherence to rules and criteria and 
should put in place more effective controls in the construction sector 
in order to treat equally and to respect law. Also the expropriation 
process should be done in accordance with rules. 

 Partially 

In the absence of 
budget funds, the 
expropriation is 
still based on the 
multiplier with 
construction meter 
compensation 

 

29. The Mayor should strengthen controls that all subordinate units 
of municipality pay their revenues in the Treasury Single Account in 
order to avoid their misuse. 

  The library and the 
theater do not pay 
their revenues in the 
TSA. 
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30. The Mayor should ensure legal decision-making in the process of 
revenues execution and charging citizens should be done in 
accordance with laws in force. 

Yes   

31. The Mayor should review controls and apply additional activities 
for the execution of guarantees according to the agreement, in order 
that revenues collection is done on timely basis. 

Yes   

32. The Mayor should put in place controls over verification of 
properties, changes should be followed on timely basis and charges 
for taxpayers should be accurate in order to execute property tax in a 
correct manner. 

  No verifications as 
planed has been 
made. 

33. The Mayor should review controls over management of revenues 
process from registrars and put in place controls required in order to 
prevent the possibility of misuse. 

 Controls should 
still be in place in 
the registry office 

 

Assets 34. The Mayor should review controls related to asset management 
and ensure correct and complete recording. The issue of assets 
identified but not recorded in KFMIS should be discussed with the 
Ministry of Finance and modalities for their inclusion in the system 
should be found. 

 The completeness 
of the registry 
remains a challenge 

 

Receivables 35. The Mayor should analyse the reasons behind the increasing 
trend of these accounts and strengthen controls to prevent their 
further increase. An adequate strategy and mechanisms should be 
put in place to enable identification and collection of debts 
accumulated, including legal remedies. 

  The Municipality 
has a large amount 
of account 
receivables, and yet, 
there is no action 
plan to collect them. 

Receivables 36. The Mayor should ensure concrete actions in order that the 
Finance department can record and pay on timely basis all liabilities, 
while contingent liabilities should be treated carefully upon future 
budgetary planning. 

 All invoices are not 
recorded and 
reporting lines 
need to be 
improved 

 

 Total of recommendations 11 13 12 
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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: 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 Prishtina, 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: 

Shpend Ahmeti 
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