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1 Introduction 

The Office of the Auditor General (OAG), under an agreement no.09/2013 with UN-Habitat 

dated 10th of December 2013, has carried out a final audit of the financial report for the 

project “Renovation of secondary schools and parks in Mamusha”. This project is part of the 

Programme supporting municipal spatial planning.  

The Municipality of Mamusha and UN-Habitat entered into agreement on 28.04.2014 co-

financing the project with equal share, 50% each.  

 

2 Scope 

It is the responsibility of the parties to prepare financial report. The Office of the Auditor 

General is contracted to carry out an audit of the final financial report and physically 

examine whether or not works have been carried out in accordance with the agreement. 

 

3 Project Execution 

Description 

The procurement procedures1 for this project were carried out by the Municipality. UN-

Habitat engaged a procurement specialist to assist in carrying out procurement procedures. 

The tender was carried through using open procedure and criterion for contract award was 

the lowest price. On 13.08.2014 the Municipality entered into contract with Economic 

Operator “FERBAING”. The contract value was €22,396. Execution Dynamic Plan for the 

project was 40 days. During the contract execution, contracting parties agreed to change two 

stages of the project. The reason was lack of space for the placing seats in the school yard. 

The value of the project after changes was €19,472. 

To supervise the execution of works, the Municipality assigned a Project Manager and 

supervisory body, consisting of three members. The works started on 18.08.2014 and ended 

on 31.03.2015. 

                                                      

1Disclaimer: OAG did not audit the procurement procedures in this project and therefore bears no responsibility 
for issues which may arise in terms of these procedures. 
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After completion of works, the Municipality established a Commission for final acceptance 

of the works. The commission accepted the project works on 20.05.2015, with 50 days delay. 

The Commission assessed that the project had been completed and the works were carried 

out as foreseen under the contract. 

We analysed whether the project is carried out under an agreement between the UN-

Habitat, the Municipality and “FERBAING” company. 

Findings 

We identified delays in execution of this project. The reason for delays was that the sports 

equipment could not be secured in time by the operator as well as delays in the 

establishment of the commission for technical acceptance as a responsibility of the 

Municipality. We can conclude that the project, despite the shortcomings identified in 

implementation managed to change for better the look of the schoolyard and park, adding 

value to this public space. 

By the time of the audit, UN-Habitat transferred €7,092 to the account of the Municipality 

whilst the Municipality did not make any payments to the economic operator. The 

Municipality, according to the initial agreement, paid €11,362 of its share whilst the 

obligation was €9,736. We have an overpayment of €1,626 by the Municipality, which should 

be reimbursed from the funds of Habitat. 

The situation of payments and obligations under the contract is presented in the following 

table (€): 

Co-financers 

€ Payment 
Obligation 

after the 
contract  is 

changed (in €) 

The money 
transferred 

from UN 
Habitat to 

municipality’s 
account 

paid by the 
Municipality 

to the 
Economic 
Operator 

Debt remained 
to be paid 

Mamusha 9,736  11,362 
                       

(1,626) 

UN-Habitat 9,7362 7,092 0 
                      

1,301 

Total: 19,472  11,362 
                   

8,110 

                                                      

2VAT is included in this value 
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Shortcomings that we have noticed in the physical examination of the project are listed as 

follows: 

 Works when it comes to seats in school and near walking paths were not carried out 

in line with required quality, because we noticed that the concrete placed on seats 

started to disintegrate; and 

 Lighting in the school yard was in place, but according to the statement of the School 

Principal, this lighting does not work longer than 90 minutes. 

 

4 Conclusions 

Our conclusion is that the quality of performed works was not fully in compliance with the 

agreement. The reasons for non-quality work and delays should be analysed. Project 

partners need to find mechanisms to ensure that the requirements of the agreement are met, 

before payments are made. 

Recommendations 

We recommend the Mayor to ensure that: 

 Request from economic operator to adjust identified shortcomings; 

 Request the remaining amount of €1,301 from Habitat for payment; and 

 Establish a joint committee and review if project shortcomings are eliminated. 

 

We recommend UN-HABITAT to ensure: 

 The remaining amount of €1,301 is not paid without securing that all project 

shortcomings are eliminated; and 

 A confirmation for VAT exemption to the “FERBAING” company is issued. 

 

 


