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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 through quality audits strengthen accountability 

in public administration for an effective, efficient and economic 

use of national resources.  

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 Municipality of Dragash in 

consultation with the Assistant Auditor General Valbon Bytyqi, 

who supervised the audit. 

The report issued is a result of the audit carried out byKapllan 

Muhaxheri (team leader), Alban Beka and Arian Zenelaj (team 

members), under the management of the Head of Audit 

Department Luljeta Morina.   

 

 

NATIONAL AUDIT OFFICE-St.  Musine Kokollari ,  No. 87,  Prishtina 10000, Kosova  
Tel :  +383(0) 38 60 60  04/1011 

http://zka-rks.org  
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Executive Summary  

Introduction  

This report summarises the key issues arising from our audit of the 2017 Annual Financial 

Statements of the Municipality of Dragash, which determines the Opinion given by the Auditor 

General. The examination of the 2017 financial statements was undertaken in accordance with the 

International Standards on Supreme Audit Institutions (ISSAIs). 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 Plan dated 07/11/2017. Our audit focus has 

been on: 

 

The level of work undertaken by the National Audit Office to complete the 2017 audit is determined 

depending of the quality of internal controls implemented by the Management of the Municipality 

of Dragash.   

The National Audit Office acknowledges the Dragash Municipality’s, Senior Management and Staff 

for cooperation during the audit process. 

Opinion of the Auditor General 

Qualified Opinion with Emphasis of Matter 

The Annual Financial Statements for 2017 present a true and fair view in all material aspects, apart 
from: 

• Improper payments by Capital Investments for not received supplies/works in the amount of 
€41,250; 

• Overstated Revenues by €49,411 due to presentation of indirect revenues (traffic and court fines) 
collected by central institutions; and 

• Payment of remunerating wages in the amount of €10,951 from the category of Capital 
Investments. 

Emphasis of Matter 

As an emphasis of matter, we would like to mention the fact that the information disclosed for 
Assets in the financial statements was incomplete and inaccurate. 

For more, please refer to Section 2.1 of this report.  

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

The Annual Financial 
Statements

Financial Management 

and Control

Prior and earlier year 
Recommendations 
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Key Conclusions and Recommendations  

 

 

 

 

 

Management response to audit 2017  

The Mayor has considered and agreed on the audit findings and conclusions and has committed to 

address all given recommendations. 

  

Financial Statements -
Qualification of the opinion and 
the emphasis of matter indicate 

that the financial statements were 
not prepared with due care and 
contain material errors that have 

affected the audit opinion.

The Mayor should analyse the reasons for 
the qualification of the opinion and the 
emphasis of matter ,and ensure that the 

process of preparing the financial 
statements for 2018 includes a final review 

of the responsible management, and the 
declaration of financial statements is not 
signed unless  all necessary checks have 

been applied (see subchapter 2.1).

Significant shortcomings have been 
identified in the area of Revenues 

and Expenditures, as well as in 
asset management and reporting.

The Mayor should apply a detailed 
assessment of the areas of concern 

highlighted in this report to identify the 
reasons behind shortcomings, and to 

identify actions necessary to address them 
(see issues 2-16).

The process of implementing prior 
year recommendations is not being 

addressed as required for 
development and improvement of 

the organization.

The Mayor should implement a rigorous 
process to ensure that the process of 

recommendations from previous 

Governance arrangements related 
to Accountability, Risk 

Management and Managerial 
Reporting are poor.

The Mayor should ensure that governance 
arrangements are revised in critical 

manner, to ensure that adequate changes 
are carried out to improve Accountability 
and Management Reporting arrangements 

(see issues 18-19).
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1 Audit Scope and Methodology 

Introduction  

The National Audit (NAO) is responsible for carrying out a Regularity Audit which involves the 

examination and evaluation of Financial Statements and other financial records and expression of 

opinions on: 

 Whether the financial statements give a true and fair view of the accounts and financial 

affairs for the audit period; 

 Whether the financial records, systems and transactions comply with applicable laws and 

regulations;  

 The appropriateness of internal controls and internal audit functions; and 

 All matters arising from or relating to the audit. 

Audit work undertaken reflected our audit risk assessment for the Municipality of Dragash. We 

have analysed the Organisation’s business to the extent to which management controls can be relied 

upon when determining the overall testing required to provide the necessary level of evidence to 

support the Auditor General’s (AG) opinion. 

The following sections provide a more detailed summary of our audit finding with emphasis on 

observations and recommendations in each area of review.   

Our procedures included a review of the internal controls, accounting systems and related 

substantive tests and related governance arrangements 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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2 Annual Financial Statements and other External 

Reporting Obligations   

Introduction  

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

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

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

AFS are submitted to the Ministry of Finance (MoF). 

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 

assertions are intended to provide the Government with the assurance that all relevant information 

has been provided to ensure that an audit process can be undertaken.   

2.1 Audit Opinion  

Qualified Opinion with Emphasis of Matter  

We have audited the AFS of the Municipality of Dragash for the year ended on 31st of December 

2017 which comprise of the Statement of Cash Receipts and Payments, Budget Execution Statement 

and the Explanatory Notes of the Financial Statements.  

In our opinion, except for the effects of the issue described in the Basis for Qualified Opinion 

paragraph, the Annual Financial Statements for the year ended on 31st of December 2017 present a 

true and fair view in all material respects in accordance with International Public Sector Accounting 

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

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

Financial Reporting by Budget Organisations  

Basis for Opinion 

We have qualified our opinion for the fact that: 

 In the project “Road Asphalting in Restelicë - Strezimir village - border crossing point (L = 

5000m)”, the municipality paid the invoice for Lot no. II in the amount of €100,000, based on 

the acceptance report of the works dated 27/10/2017 certified by the contract manager. 

Within this Lot was included item no. 4.2 - Production of fabricated concrete rigs along with 

side panels in dimension of 5,000m. During physical examination with the presence of 

municipal officials, we found that the works for this item were not accomplished. The total 

amount of this item was €41,250 or 41% of the lot; 
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 In article 14 “Budget Execution Report” incorrectly presented indirect revenues (revenues 

from traffic and courts and revenues from forestry agency fines), overstating incurred 

revenues by €49,411; and 

 Five payments in the amount of €10,951, according to municipal officials were made for 

compensation of teachers upon retirement, with awarding wages. 

Our audit was conducted 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. NAO is independent of the 

Municipality of Dragash in accordance with the ethical requirements that are relevant to our audit 

of the annual financial statements of Budget Organisations in Kosovo and we have fulfilled other 

ethical responsibilities in accordance with these requirements. We believe that the obtained audit 

evidence is sufficient and appropriate to provide a basis for the qualified opinion. 

Emphasis of Matter 

I would also like to draw your attention to the fact that the: 

 The register of Assets over  €1,000, have not included the land parcels 30,636 hectares 

registered in cadastre; 

 Accounting register had three capital projects – following investments in the amount of 

€222,2641. As a result, Assets are understated concerning their depreciation part; and 

 Due to the shortcomings in the register of Capital Assets, the real depreciation value 

calculated by the system cannot be determined, respectively, to determine the fixed net value 

of in books for the assets presented in in the AFS, article 19.3.1. 

Responsibility of the Management and Persons Charged with Governance for AFS 

The Mayor of the Municipality of Dragash is responsible for the preparation and fair presentation 

of financial statements in accordance with International Public Sector Accounting Standards – 

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

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

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

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

supplemented).  

The Mayor of the Municipality is responsible to ensure oversight the Municipality’s financial 

reporting process.  

                                                      
1 621171088 “Road Asphalting in village Restelicë” - €100,000; 621171087 “Road Asphalting in village Zaplluxhe – Touristic Centre” - €110,000; and 

621171404 “Construction of Infrastructure buildings in village Kosave”- €12,265. 



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

 

 9 

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 detect any material misstatement that might exist. Misstatements can 

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

influence the decisions taken on the basis of these AFS. 

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

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

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

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

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

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

the entity’s internal control.  

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. 
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2.2 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); 

 Compliance with Financial Rule no.01/2013  

 Compliance with Financial Rule no.02/2013; 

 Action Plan on implementation of recommendations;  

 Requirements of Financial Management and Control (FMC) procedures. 

 Initial and Final Procurement Plan. 

 Regular Quarterly report for the Municipal Assembly and discussion of IA and CAO reports 

by the MA; and  

 Regular Quarterly reports for the Treasury, including Nine–month Reports.  

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 correct, apart 

from issues presented in audit opinion. 

In the context of other external reporting requirements, we have we noticed that the Municipality 

has met all reporting requirements, except for the monthly reporting of Liabilities to the MoF, 

according to the Financial Rule 02/2013. 

  



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

 

 11 

2.3 Recommendations related to Annual Financial Statements 

In relation to the following issues we give the following recommendations: 

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

causes of the qualification and emphasis of matter. Specific actions should be 

taken to enhance control over payment proceeding, in order to prevent 

payment for non-executed works/supplies. The Municipality should appoint 

a specific Committee not received/ non-executed works/supplies, who shall 

monitor this process up to their accomplishment, in contrary, funds will be 

returned to the municipal budget. Specific actions should be taken to 

eliminate the likelihood in presentation of errors related to revenues and 

expenditure, and to ensure that asset register are complete and accurate.  

Further on, the Mayor should ensure that effective processes are in place to 

confirm that the 2018 AFS production plan formally addresses all compliance 

issues. This should also include Management review of the draft AFS with 

specific focus on high risk areas and/or areas where errors have been 

identified in previous years. The Declaration made by the Chief 

Administrative Officer and Chief Financial Officer should not be signed 

unless all necessary checks have been applied to the draft AFS.   
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3 Financial Management and Control 

Introduction 

Our work related to Financial Management and Control (FMC) reflects the detailed audit activities 

undertaken on Revenue and Expenditure Systems within Budget Organisations. Specifically, the 

focus of the audit was Budget management, Procurement issues, Human Resources as well as Assets 

and Liabilities. 

Financial Management and Control Conclusion 

The municipality has designed a good system of controls over Expenditures and Revenues. 

However, due to non-implementation of regulations and guidelines, our audit has highlighted the 

presence of some shortcomings in terms of compliance that relate to revenues, procurement, and 

other expenditures. This reflects a lack of proper supervision by the municipality in the mentioned 

areas. In the context of financial systems, asset registration and asset management controls are 

generally poor and not implemented effectively. Other areas that require further improvement are 

in the process of managing and reporting receivables and liabilities. 

3.1 Budget Planning and Execution 

We have considered the sources of budget funds, spending of funds and revenues collected by 

economic categories. This is highlighted in the following tables: 

Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget2 
2017 

Outturn 
2016 

Outturn 
2015 

Outturn 

Sources of Funds   7,550,914 8,195,579 6,731,818 6,299,426 6,974,454 

Government Grant -Budget  6,799,239 6,805,948 6,341,807 6,047,798 6,476,119 

Borrowings - 24,326 14,425 - - 

Carried forward from 
previous year3 –  

               -     530,301   82,193  84,140 195,418 

Own Source Revenues4  751,675 751,675 223,093  121,434 194,465 

Domestic Donations -  -                  -                              - - 

External Donations  - 83,329  70,300  46,054 108,452 

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



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

 

 13 

The final budget is higher than the initial budget by €644,665. This increase is a result of own source 

revenues carried forward from 2016 in the amount of €530,301; increase of donations in the amount 

of €83,329; increase of Government grant in the amount of €6,709, based on government’s decision; 

and the increase in the amount of €24,326, from a borrowing fund of an agreement of the Ministry 

of Health on registration of visited patients and recorded in integrated health information system.  

The Municipality used 82% of the final budget in 2017 €6,731,818, with a lower execution of around 

10% compared to 2016 (92%), though by economic categories the lowest level of execution was in 

Capital Investments with only 59%. Overall budget execution is still unsatisfactory and below is 

given explanations on the current status.  

Table 2. Spending of funds by economic categories - (in €)  

Description 
Initial 

Budget 
Final 

Budget 
2017 

Outturn 
2016 

Outturn 
2015 

Outturn 

Spending of funds by 
economic categories 

7,550,914 8,195,579 6,731,818 6,299,426 6,974,454 

Wages and Salaries 4,233,292   4,253,510  4,252,501  4,243,671 4,149,043 

Goods and Services  605,220  773,015 569,989  571,476 564,700 

Utilities      130,000     130,000 108,277  115,126 108,252 

Subsidies and Transfers 24,663 34,663   34,445  23,545 30,000 

Capital Investments  2,557,739  3,004,391   1,766,606  1,345,608 2,122,459 

Explanations for changes in budget categories are given below: 

 The category of Wages and Salaries, the final budget was increased by 20,216 or 99% of the 

final budget; 

 Despite the increase of the budget for Capital Investments in the amount of €446,651, the 

execution in this category was only 59% of the final budget. Moreover, there are major 

differences between procurement planning for Capital Investments and the execution of 

these investments. This is the main challenge that must be addressed by the management; 

 The budget for Goods and Services increased by 27% compared to the initial budget and was 

spent at 74%. The dynamics of execution is not in line with the planning, because 54% of the 

expenditures were incurred in the last quarter of the year; 

 The final budget for Utilities has not changed compared to the initial budget, and was spent 

at 83% level whereas at the end of 2017 there was no Liability presented; and 

 The budget for Subsidies and Transfers was increased by €10,000 compared to the initial 

budget and 99% of the final budget was spent. 
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Issue  2 – Poor Budget Execution on Capital Projects  

Finding  Poor execution related to with capital projects is the main challenge faced by 

the Municipality. Only 59% of the budget of this category was spent and the 

issue was not addressed by the management in spite the fact that it was 

addressed in the previous audit report (in 2016 it was 78%). 

This occurred because the management had not made a realistic planning of 

expenditures and have not conducted a regular budget analyses in relation to 

its execution.  This has made the own funds in the amount of €637,935 to be 

carried forward as unused in the upcoming year. 

Risk Ineffective use of available funds will result in failure to meet organization's 

objectives, less projects for citizens and financing of current year liabilities 

from the next year's budgets. 

Recommendation 2 The Mayor should ensure that budget performance is monitored on a 
systematic manner, on a monthly basis, and that this review identifies and 
addresses barriers in anticipated level of budget execution. Where initial 
budget suggestions are incorrect, it should be fully reflected in the final 
budget status. 

3.2 Revenues 

Revenues generated by the Municipality in 2017 were €363,769.  The dominating categories in the 

structure of own source revenues are the collection of property tax revenues, administrative fees, 

vehicle registration taxes, etc. The Municipality does not yet have in place effective internal controls 

related to revenue collection and reporting, including their aggregation in the AFS. In the total of 

incurred own source revenues in the following table are not presented revenues from traffic fines 

(€28,107), court fines (€9,305), and revenues from the forestry (€11,999). 

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2017  

Receipts 
2016 

Receipts 
2015 

Receipts 

Own source revenues    751,675   751,675 363,709 418,123 349,061 

Own source revenues are mainly used for capital projects and that at 50 %, Goods and Services at 

39%, and the rest part of 11% was used in the category of Subsidies. 

In 2017, revenues were collected from Tax on property for the current year and earlier years in the 

amount of €194,140 (the amount of €78,358 was made of billing in 2017), while billing for this year 

only was €217,626. The Municipality has applied a pro-active approach for collection of tax on 

property. 
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Issue  3 – Improper registration and presentation of revenues 

Finding  The Financial Regulation on Revenues 03/2010 stipulates that budget 

organizations should make revenue registration in KFMIS on the basis of 

issued invoices and bank reports. In two5 cases we have established that the 

revenues from construction licences were recorded in the economic code 

50218 “construction license” instead they should have been registered by the 

economic code 50009 "municipal tax on construction licenses”.    

Risk Incorrect recording and misstatement produces inaccurate information on 

specific items within the category of revenues. 

Recommendation 3 The Mayor should ensure that the necessary activities are undertaken for the 

revenues are recorded and presented in full compliance with the accounting 

plan. 

Issue  4 – Inadequate management of Tax on Property Revenues  

Finding  The Municipality failed to conduct a (re-survey) verification of 1/3 of the 

immovable property as required by the Law on Immovable Property Tax no. 

03/L-204 and the administrative instruction in force in order to update the 

existing records. Out of a total of 9,970 properties, the municipality managed 

to verify only 1,323 properties, or 13% this year. 

According to Article 9 of the Law on Property Tax, Every natural person who, 

on or before 1 March of a tax period, establishes that the property or 

residential unit serves as his or her principal residence shall be allowed a 

deduction of €10.000 from the taxable value of the property. We have found 

three cases when the municipality had not acted in accordance with the law, 

because there were taxpayers who owned two or more properties registered 

as principal residence, and for each property a deduction of €10,000 was 

applied from the taxable value of the property. 

Risk Failure to perform verification of 1/3 of the property may result with 

incomplete information on current taxable property, which is likely to 

provide inaccurate assessment of revenues from property tax. Failure to 

apply charges according to the legal requirements on property tax results in 

lower revenues for this category. 

Recommendation 4 The Mayor should ensure that property verification is conducted on a regular 

annual basis in accordance with the requirements of the applicable 

legislation, reflecting up-to-date records of the registry and accurate tax 

charges. Additional actions should be undertaken to ensure that the 

deduction of €10,000 is applied only to the principal residences. 

                                                      
5 Municipal tax for Construction Licence in the amount of €5,284, Municipal tax for Construction Licence in the amount 

of €1,148. 
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Issue  5 – Non-compliances in leasing Municipal properties 

Finding  In three (3)6 cases, the municipality has awarded contracts for the use of 

public property, without public auction. According to the Law on the Use and 

Exchange of Public Property, the time limit for granting short-term use of 

municipal immovable property is granted from one to 15 years and must be 

done through a public auction. We have identified that 87 municipal 

properties are used without contracts. In one case, the tenant’s contract had 

expired at the end of 2012. Municipal officials confirmed that the same tenant 

continues to use the property without any charge since the conclusion of the 

contract, and in this case the debt to the municipality by 2012 is €10.540. 

Risk Giving public properties out for use without a public auction will not allow 

participation of other interested persons and undermines the principle of 

transparency and competition. The shortcomings identified in the 

management of lease contracts result in financial loss for the municipality. 

Recommendation 5 The Mayor should analyse the above mentioned cases and ensure that 

properties that are given out for use are fully in compliance with the legal 

requirements. Also, in the future, to ensure that the use of public property is 

organized in accordance with the public auction procedure and the contracts 

are signed under according to the legislation. 

3.3 Wages and Salaries 

Wages and Salaries are paid through a centralised system. Final budget for category of Wages and 

Salaries was 4,253,510, while over 99% or 4,252,501 were used. 

Recommendations 

We have no recommendations in this area. 

  

                                                      
6   H.H.; H.T.; Ipko Telecommunications. 
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3.4 Personnel Management 

The approved number of staff was 776, while current number of employees is 675. We have checked 

some recruitment procedures and some personnel records to verify its compliance. 

 

Issue  6 – Lack of documentation for overtime and work experience 

Finding  Based on the Law on Labour, overtime payments are calculated for each hour 

of work, adding the additional value calculated on base salary (20%, 30% and 

50%). In two cases we were not provided with relevant 

documentation/evidence taken out from on-call book for calculation of the 

compensation in the amount of €75, as well as in the other case of €36 for 

overtime (on call doctor) at the MFMC. Although the financial effect of the 

identified discrepancies is considered not to be high, the mere existence of 

such shortcomings indicates lack of effectiveness of internal controls. 

During the audit of teachers’ records in the education division, we found that 

evidence on years of work experience have not been presented with a 

certified decision by authorized personnel officers and the employee. 

Risk Lack of evidence does not justify payments for on-call duty, and the 

calculation may also result in inaccurate payments. Such shortcomings 

produce improper payments and inadequate management of expenditures 

for wages. Unless we are not provided with reliable and sufficient evidence 

on work experience, which is checked and authorized by competent staff, 

there is a risk for overpayment or underpayment on behalf of work 

experience. 

Recommendation 6 The Mayor should ensure that compensation for overtime/on-call employees 

is done in accordance with the applicable laws, maintain regular records, in 

order to receive regular and documented payments. Further on, should 

ensure that personnel officers are completing documentation on work 

experience of the employees, respecting Government Decision no. 06/29 

dated 15.05.2015 which defines the rules and procedures on documenting 

work experience. 
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Issue  7 – Lack of Personnel Files 

Finding  For three officers who are recruited in the Kosovo Environmental Protection 

Agency (KEPA) and paid by the municipality, the responsible officials were 

not able to provide us with the completed files and contracts of these officials, 

on which grounds is paid the wage. According to the Personnel Manager, this 

practice has emerged from a Memorandum of Understanding by which is 

established a joint committee for staff recruitment, budget funds, as well as 

receiving/handing over the inventory from the municipal directorate in 

Dragash to the Director for Administration of National Park "Sharr" in 

Prizren. In point II of these minutes record is emphasised that the budgetary 

funds by category of expenditure, wages will be transferred from the 

municipal level to the KEPA, but such a practice has not been applied yet, 

and this shows a lack of clear specifications for human resources that are 

related to implementation of AI requirements as part of their job descriptions. 

Risk Payment of employees in absence of relevant documentation will result in 

unjustified wages/salaries, and will prevent review of performance appraisal 

results. 

Recommendation 7 The Mayor should ensure the review of the Memoranda of Understanding 

and find the opportunity for these officials to be transferred to the institutions 

they have been employed by, or to complete their records in the municipality, 

to establish legal grounds for payment of their wages. 

3.5 Goods and Services and Utilities  

The current budget for Goods and Services is €903,015 (goods €773,015 and utilities €130,000) while 

expenditures in the amount of €678,266 (Goods and Services €569,989 and Utilities €108,277) or 

expressed in percentage 75% of the budget. 

 

Issue  8 – Non-compliances in recruitment of staff for special services 

Finding  In 2017, the Municipality had recruited nine employees with Special Services 

Agreement. The payment for these services was made by the category of 

Goods and Services. Four of the agreements were signed for regular positions 

and not for the experts in the relevant fields. The tax on source income was 

not withheld for none of the employees, as defined by the law no. 05-L-028. 
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Risk Recruitment of staff with special services agreements to cover regular 

positions results with increase of expenditures for contracting services , and 

may result for the provided services do not meet municipality needs. Failure 

to withhold tax on source income for the persons recruited with special 

services agreements increases the risk for the municipality may become 

subject to the penalties imposed by tax authorities. 

Recommendation 8 The Mayor should ensure that such contracts are used only for special 

services and not for regular positions. Further on, withholding of tax on 

source income for persons recruited with special services agreements should 

be done in accordance with the applicable laws. 

3.6 Subsidies and Transfers  

The final budget for subsidies and transfers is €34,663, out of which €34,445 or 99% have been spent 

in 2017, they relate to subsidies for public entities, sports clubs, various non-governmental 

organizations, cultural associations etc. Compared to the previous year there is an increase in 

expenditures by €10,900, which is reflected by the increase in the budget, compared to the previous 

year. 

 

Issue  9 – Incorrect registration and presentation of subsidies 

Finding  Two subsidy payments in the amount of €1,000 and €950 were incorrectly 

recorded by the economic code “21110 - Subsidy for Public Entities”, and by 

nature the payment belonged to subsidies for non-public entities that had to 

be registered by economic code “21200”. 

Risk Registration of expenditures by inadequate codes results with incorrect 

disclosure of expenditures by economic codes. 

Recommendation 9 The Mayor should ensure that the officer in charge of expenditures makes the 

appropriate classification of expenditures according to the accounting plan, 

and subsidy payments recorded by the relevant codes. 
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3.7 Capital Investments  

The final budget for Capital Investments was €3,004,391. Out of them in 2017 €1,766,606 was spent, 

or at a rate of 59%. They relate to construction of road, sewers, school buildings, etc. 

 

Issue  10 – Shortcomings in management of contracts and payments for capital projects 

Finding   Some of the projects could not be finalized due to non- elimination of other 

obstacles in advance, and that as follows: 

 Assigned managers for management and oversight of works in five7 

cases have issued the final report on receipt of work for projects that 

have not yet been carried out according to the contract value and the 

bill of quantities. According to contract managers, this practice was 

used in most cases since operators had failed to complete the projects 

by the end of fiscal year, and the funds were transferred to surplus. 

The total value of these contracts was €121,007, and the value of  

carried out works was €95,748, while the amount of unfinished works 

for concluded contracts amounted to €25,259; 

 In four8 cases the municipality had not drafted the executive project. 

According to the Administrative Instruction no.1/2014 For the 

preparation of technical specifications for work contracts it is required 

that the Technical Specifications should include, as a substantial part 

of a single, drafted executive project; and 

 Six payments from capital projects in the amount of €13,544 were paid 

directly from the treasury based on court decisions and private 

enforcement agents, where only for administrative other execution 

expenditures were paid €2,304. 

Risk Identified shortcomings have resulted in non-compliance with procurement 

procedures according to the Operational Guidelines of the LPP. The 

Municipality has failed to meet the planned infrastructure objectives in 

providing service to the taxpayers or reimbursement of the counter value for 

the paid tax of the citizen of Dragash. Further on, development of 

procurement procedures without a previously drafted project could have the 

effect that the works implemented in these projects deviate from the standard 

construction requirements and will not achieve proper quality. 

                                                      
7 “Setting cobble stone road and construction of the defence wall in village” - €32,988; “Construction of Roadway Kuklibek- 

Bjeshkë” - 14,920€; “Construction of step way towards Secondary School”- €20,918; “Construction of Canalization 
Network” - 27,657€; and “Construction of infrastructure premises in village Kosavë” - €24,525. 

8 “Road Asphalting in village Rapçë (second layer) d=5cm” - €63.547; “Setting cobble stone road in village Rapçë” - 13.115€; 

“Supply and installing of water supply pumps in village Rrenc” - €5.890; “Repairing of Reservoir and water supply pits 
in village” - €14,922. 
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Recommendation 10 The Mayor should ensure that all contracted commitments are executed 

precisely and in accordance with the laid down conditions, eliminating the 

problem before entering into a contractual agreement. If there is a special 

need for termination of the contract, the necessary procedures should be 

followed as foreseen by applicable Laws and Guidelines. It should also 

ensure that the drafting of executive projects precedes the initiation of 

procurement activities at contracts for work, as required by AI no. 1/2014. 

3.8 Common Issues on Goods and Services and Capital Investments  

For fiscal year 2017, according to the procurement planning, 72 procurement procedures are 

planned, but 80 have been implemented, exceeding the planning for over 10%. For eight procedures 

that were not included in the procurement plan was notified in advance to the CPA according to 

the applicable procurement law. 

   

Issue  11 – Disrespecting open procurement procedures 

Finding  According to the report of signed contracts in 2017, the municipality had 

signed 42 contracts through a minimum value procedure. During the audit of 

12 contracts we have observed that there is a split of tenders, where for 

supplies and services of the same nature a number of procedures have been 

carried out, such as: 

 “Supply with tires” two procedures were carried out in the amount of 

€1,574; 

 “Supply with computers” three procedures were carried out  in total 

amount of €2,118; and 

 “Maintenance and repairs” have been carried out four procedures in 

the amount of €3,955. 

Risk Such practices increase the risk for not achieving value for money and 

undermine transparency, eliminate competition and put into question the 

quality of services and products received. 

Recommendation 11 The Mayor should ensure that a detailed planning is done and the requesting 

units should properly evaluate procurement requirements. 
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Issue  12 – Shortcomings in receipt, registration and presentation of expenditures 

Finding  We have observed that in all tested payments through the procurement 

process the receiving officer does not describe at all what and how much it 

was supplied but only signed the acceptance report without any remark. 

Also, we have identified that the municipality in two cases had misclassified 

expenditures in economic categories: 

 Payment in the amount of €1,196 “other contracting services” was 

paid by the category of Goods and Services, instead of being paid by 

category of Wages and Salaries; and 

 Payments in the amount of €2,022 were paid by the category of Goods 

and Services, instead of being paid by Capital Investments, as it was 

related to expropriation of land. 

Risk Lack of information upon receipt of Goods or Services before the payment is 

processed produces the risk for the municipality will execute payments for 

goods received not in accordance with the quality and quantity set in the 

contract. Use of funds not in accordance with the Law on Budget 

Appropriations results in overstatement of one category and understatement 

of the other, and improper disclosure will mislead the reviewer of the AFSs. 

Recommendation 12 The Mayor should ensure that the Reception Officer makes a description for 

the goods/works received, in order to confirm that the supplies/works have 

been received by the competent officials in compliance with the contract. 

Further on, should set up functional controls to ensure that payments are 

made by appropriate codes and to create a comprehensive strategy to include 

their timely budgeting. 

3.9 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 full view of assets, control and 

management procedures and constantly update changes in its records. 

The total value of assets over €1,000 was €18,954,000, while those under €1,000 were presented in 

the amount of €299,000. All significant matters about assets are dealt with in section 2.1 Opinion on 

the Annual Financial Statements. 
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Issue  13 – Shortcomings in inventory of assets 

Finding  The report of the Asset Inventory committee report was deficient; it only 

contains property of the municipal administration, but not the non-capital 

assets of schools, health facilities and social work centres. Section 19.4 of 

Regulation 02/2013 on the Management of Non-Financial Assets states that 

the responsibilities of the inventory committee amongst other is “Inventory 

of all non-capital assets owned and controlled by the budget organization”. 

Despite the fact that the inventory committee had identified defective assets 

and assets of zero value, we have not observed that the Valuation Committee 

was established to evaluate whether they should be decommissioned or 

alienated, as required by Regulation MoF no.02/2013. Furthermore, during 

physical examination at MFMC and in the Administration we found that 

some vehicles were in a passive state for years or out of use. The Municipality 

kept a zero value vehicle in the accounting register, while during the 

examination we found that there are three such vehicles. The inventory 

commission has not registered this mistake as non-compliance. 

Risk Failure to complete the asset inventory as required by the regulation may 

hinder the Municipality to identify the real and current status of assets that 

may have been damaged or completely missing. This may lead to 

incorporating assets that do not exist or have a lower value than the one 

presented in the AFSs. 

Recommendation 13 The Mayor should ensure that the committee for inventory and valuation of 

non-capital assets makes the registration and evaluation of all assets owned 

by the municipality, and after completion of the process prepares a final 

report on the status of the assets that should be reconciled with the accounting 

registers of the municipality. Displayed differences should be clarified, and 

registers should be updated according to the latest recorded data. 
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Issue  14 – Lack of an internal procedure and registry of assets under €1,000 

Finding  Section 4.1 of Regulation 02/2013 on Management of Financial assets foresees 

that” The Chief Administrative Officer is responsible for adoption of internal 

rules and procedures on recording, preservation and alienation of non-

financial assets”. The Municipality does not have internal procedures in place 

for asset management although recommended by the previous year report. 

The e-Asset system is not operational and the municipality does not provide 

a register of assets under €1,000, as foreseen by Article 6, of Regulation 

02/2013 on Management of Financial Assets. 

Risk Lack of internal procedures for the storing and alienation of assets may result 

in mismanagement of Municipal Assets, and incorrect presentation in 

financial statements. Further on, we were not able to verify the accuracy of 

the value of assets under €1,000 presented in the AFSs, due to the lack of the 

registry.  

Recommendation 14 The Mayor should ensure the drafting of internal rules and procedures for 

recording, storage and alienation of non-financial assets, as required by 

Regulation 02/2013, and to ensure that the comprehensive asset registration 

process will continue and within an optimum period of time to come out with  

a final register of municipal assets. Further on, should ensure that all hand in 

/hand out of assets under €1,000 is made through the e-Asset system in all 

municipal departments. 

3.10 Handling of Cash and Cash Equivalents  

Petty Cash is a small fund of money that is kept under the custody and control of the budget 

organization, department or smaller budget units, depending on budget appropriations, and it used 

to cover small value expenditures (up to €100). 

 

Issue  15 – Delays in deposit of petty cash 

Finding  The Financial Regulation on Revenues 03/2010 stipulates that collected 

revenues in cash box in form of petty cash (in the amount of €10), by the end 

of the day must be deposited in the respective authorized accounts. The 

amount of €1,059 pertaining to revenues from healthcare was deposited on 

23/01/2017, while revenues were made of the money collected in MFMC 

from June 2016 until January 2017. The deposit was made with a delay of 10 

days up to seven months. Also revenues collected in cash in the amount of 

€1,332, from 12/07/2017 to 24/07/2017, were deposited in the bank on 

25/07/2017, with a delay of 2 up to 12 days. 
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Risk Delayed deposit of money accumulated in cash box increases the risk for 

misuse of public money. This leads to incorrect reporting of the period of 

collection of respective revenues, furthermore, such practice is not in 

compliance with the requirements of the legislation in force. 

Recommendation 15 The Mayor should ensure that daily cash deposits and controls are carried 

out according to the applicable legislation. 

3.11 Receivables   

The list of debtors to the municipality, according to the data in the PFV is €1,752,000. They relate to 

property tax in the amount of €890,000, business tax €618,000, and receivables from the use of 

municipal property €244,000. In general, the value of receivables has marked a symbolic decrease of 

only 1% compared to the previous year. 

Recommendations 

We have no recommendations in this area. 

3.12 Outstanding Liabilities  

The statement of liabilities not paid to suppliers has increased to €7,000, from the amount of €3,000 

at the end of 2016.  These liabilities are carried forward to be paid in 2018. Municipality also has 

contingent liabilities in the amount of €248,000 presented in the AFSs.  

 

Issue  16 – Delays in payment of invoices 

Finding  During the analysis of the reporting of liabilities presented in the AFSs, we 

have observed that payment of 17 of invoices in the amount of €5,132 have 

expired for 30 days. These outstanding liabilities burden the budget of 2018, 

such as in case of direct payments from the treasury based on court decisions. 

Risk Delays in payments and lack of complete information may diminish 

municipal capacity to plan and manage liquidation needs. Further on, the 

Municipality may incur additional costs and interest on penalties for delays 

in payments. 

Recommendation 16 The Mayor should determine all the necessary measures to address the 

identified issues, and to ensure that the payments are carried out within the 

deadlines set out in the financial rules. 
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4 Progress in implementing recommendations 

Our Audit Report on the 2016 AFS resulted in 15 recommendations. The Municipality prepared an 

Action Plan stating how all recommendations will be implemented.  

At the end of our 2017 audit, only one recommendation has been implemented; two were in process; 

and 12 have not been addressed yet.  Also, from the year 2015, 19 recommendations were carried 

forward, two implemented, four in process and 13 unimplemented. For a more thorough 

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

 

Issue  17 – Poor Implementing of Prior and Earlier Year Recommendations  

Finding  The municipality has drafted an action plan for implementing the 

recommendations, but this is not supported by a confirmatory process for 

their implementation is formally monitored. This reflects the lack of focus 

from management to ensure that recommendations are being implemented 

in time, and that action barriers are expected to be identified and addressed. 

Subsequently, the shortcomings presented in the previous year’s reports are 

still present, such as: unsatisfactory budget execution in the category of 

capital investments, incomplete asset registration, and constant 

organizational inefficiency to coordinate collection of revenues.  

Risk Failure to fully implement recommendations increases the risk of continued 

presence of the same shortcomings and may result in continued 

ineffectiveness of the controls, difficulties in managing challenges in meeting 

the objectives or even in financial loss. 

Recommendation 17 The Mayor should ensure that the implementation of the Action Plan is 

monitored on a regular basis and reported on a regular monthly or quarterly 

basis in relation to the progress made in this regard. Recommendations that 

are not implemented by deadlines should be revised by the Mayor as soon as 

possible, and pro-active actions are undertaken against the barriers presented 

during the implementation. 
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5 Good Governance 

Introduction 

Good Governance implies basic principles of accountability, effectiveness of controls, risk 

management, independence of internal audit, and coordination of NAO with internal audit and 

good governance with public assets. 

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. The level of 

compliance with FMC requirements by Budget Organizations is monitored by the self-assessment 

checklists completed by all BOs, which are submitted at the end of the year to the Ministry of 

Finance. 

Specific areas of our governance-related reviews have been the accountability and risk management 

process, while the other components are handled within the chapters or subchapters above.  

Overall Governance Conclusion  

Governance over operational and financial activities in the municipality is the areas that require 

further imperative actions. Effective responses towards implementation of external audit 

recommendations, development of risk management processes, management of capital projects and 

municipal assets, and implementation of internal audit recommendations are some of the areas that 

the municipality should give priority for more effective governance. 

The Municipality had drafted: Municipal Development Plan 2013-2023 and Operational Plan for 

Emergency and Civil Response for the Dragash Municipality, but lacked Anti-Corruption Strategy, 

Spatial and Regulatory Urban Plans, and the list of the risks it may face. 

There is a good communication and reporting between unit members and the Mayor in most of the 

municipal activities, accompanied by minutes, but there is no strategic monitoring, and there is no 

formal and systematic reporting (monitoring) that correlates municipal objectives to results. 
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5.1 Internal Audit System 

The Internal Audit Unit (IAU) operates with one (1) member, the Head of IAU. In addition to the 

Strategic Plan, he also drafted the Annual Work Plan according to which he planned four audits 

that were fully implemented. The audits covered the procurement area, revenues, municipal 

expenditures according to budget lines and asset management. 

Taking into account the municipal budget, according to the requirements of AI 23/2009 on 

Establishment and Functioning of IAU, the operation of this unit with only one auditor is not 

sufficient. 

 

Issue  18 – Poor functioning of IAU  

Finding  In the four completed reports, IAU had given out 28 recommendations on 

how management should improve the functioning of internal control, of 

which 13 were in the process of implementation, while 15 are still not 

implemented. Also the implementation of the recommendations given in 

2016 was not at the right level. Out of 30 recommendations, only six were 

implemented, 11 were in the process of implementation, and 13 were not 

addressed. 

The Municipality had not yet managed to establish an Audit Committee (KA) 

during this period, which would help and improve the functioning of this 

system. 

Risk Failure to address audit recommendations increases the risk that weaknesses 

identified by auditing remain unmanaged and could potentially result in 

financial loss for the municipality and poor money value. Due to the lack of 

contribution of the AC, the overall efficiency of the internal audit system is 

diminished.  

Recommendation 18 The Mayor should ensure sufficient staff for IAU, as well as review the 

reasons behind limited actions taken in relation to the recommendations. 

Additional actions should also be taken to make CA operational so as to 

ensure supervision, building up and strengthening the role of the internal 

audit. 
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5.2 Management Reporting, Accountability and Risk Management 

In order to have a proper planning, supervise the activities on a regular basis and allow effective 

decision-making, the Management needs to have regular reports. Accountability as a process is the 

acceptance of responsibilities, holding persons into account for their actions and disclosing results 

in a transparent way. Whereas, risk management is a process related to identification, analysis, 

evaluation and actions/measures taken by the Management to control and respond to risks 

threatening the Organization. 

Although, a range of internal controls are applied by Management to ensure that systems and 

operate as intended, we have noticed that the measures applied are weak and ineffective and 

therefore do not provide an effective and timely response to the identified operational problems.  

All budget organizations are required to apply risk assessment requirements. The instructions set 

out in FMC procedures require that the risk register is complete to support effective operational and 

strategic management. 

 

Issue  19 – Shortcomings in Management Controls and risk management  

Finding  Our review of managerial controls applied in the municipality’s main 

financial system has highlighted ineffective financial reporting on 

expenditures and revenues to senior management as well as incomplete 

analyses, especially on monitoring the strategy. This is because the format of 

the managerial reports does not provide explanations about variances in the 

budget, and that budget assumptions have not been updated on a monthly 

basis. As such general government arrangements require further 

improvement. We have identified that controls over revenues from public 

properties are still ineffective, and there are deficiencies in controls in some 

areas of expenditure. 

The municipality also has no written policies and procedures in place for 

managing risks, in particular the risk of fraud and irregularities. Also, the 

municipality had not drafted spatial regulatory plans. 

Risk Not updating financial reporting and activities of senior management 

reduces management’s capacity to manage municipal activities in proactive 

manner, and will reduce the effect of budget controls. This may also produce 

collection of revenues not as expected. Further on, it may result in the 

provision of poor services. 
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Recommendation 19 The Mayor should ensure that a review has been carried through to 

determine the form of financial and operational reporting to senior 

management that may issue all relevant information for a quality and timely 

decision-making. Budgetary performance, including revenues and 

expenditures, and procurement plan should be subject to regular reporting 

and review by the Management. Further on, in order to reduce the impact of 

risks to acceptable levels, the Organization should draft a risk register with 

all appropriate measures/actions to put the exposed threats under control. 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This report is a translation from the Albanian original version. In case of discrepancies, Albanian 
version shall prevail. 
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Annex I: 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 

issue three types of modified opinions: a qualified opinion, an adverse opinion and a disclaimer of 

opinion. 
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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. 

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. 
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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 II: Progress in implementing prior and Earlier Year Recommendations  

Audit 
Component 

Recommendation  carried forward from 2015 Implemented 
during 2017  

Under implementation during 
2017 

Not 
implemented 

1.4 Compliance 
with AFS and 
other reporting 
requirements 

The Mayor should ensure that an analysis has been made to 
determine the reasons for the qualified audit opinion and 
emphasis of matter paragraph. Action must be taken to 
address material weaknesses in a systematic and pragmatic 
order to mitigate those weaknesses as disclosed in the basis 
for qualified opinion paragraph. The Mayor should take 
appropriate action to ensure full regulatory compliance of the 
process of preparation of annual financial statements (AFS). 
The Declaration made by the Mayor and Chief Financial 
Officer when the AFS are submitted to the Government 
should only be signed after a comprehensive management 
review has been undertaken on the content and accuracy of 
the AFS.  

  No measures 
taken 

2.3 Prior Year 
Recommendati
ons 

The Mayor should revise Action Plan to address the 
recommendations of 2014. This plan should specify a 
reasonable time frame of implementation, responsible staff 
and mode of application, being initially focused on areas of 
high importance. 

 The Municipality prepared an 
action plan, but the level of 
implementation of the 
recommendations was poor. 

 

2.4 The self-
assessment 
checklist of MF 

The Mayor should ensure that the self-assessment checklist is 
completed as required by the Ministry of Finance of the 
Republic of Kosovo. 

 The Municipality completed 
and submitted its self- 
assessment questionnaire, but 
some areas with shortcoming 
still required addressing. 
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2.5.1 
Accountability 
arrangements 

The Mayor should ensure that a review of the existing 
requirements of accountability and reporting of municipal 
departments and ensure improved arrangements to achieve 
specific targets within a year. 

  No measures 
taken 

2.5.2 Risk 
Management 

The Mayor should ensure that procedure and systems of risk 
management are established and operational. Furthermore 
the responsibility for risk management is delegated directly 
to a relevant director and provides monthly reporting on the 
implementation of the requirements in this field and the risks 
are being managed. 

  No measures 
taken 

2.5.3 
Management 
Reporting 

The Mayor should review existing measures of general 
governance and the quality of internal reporting of the 
Municipality. Unimplemented requirements need to be 
addressed by the end of 2016. The quality of the reporting and 
budgetary surveillance must be reviewed critically and 
systematically to ensure the achievement of the 
Municipality’s objectives. 

  No measures 
taken 

2.6 The Internal 
Audit System 

The Mayor should ensure that Audit Committee is functional 
and execute its duties required by law. The Audit Committee 
should establish appropriate policies and procedures to 
ensure a high standard of monitoring the implementation of 
internal control system, the process of financial reporting and 
overseeing the work of internal audit department. 
Furthermore the Mayor must ensure that future activity of IA 
should be directed towards the development and 
implementation of audit strategy based on risk. Furthermore, 
in order the benefits to be visible, the Mayor should take 
measures to implement the IA finding within the 
Municipality. 

  No measures 
taken 
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3 Financial 
Management 
and Control 

The Mayor of the Municipality should systematically and 
frequently monitor the budget performance and identify and 
address constraints to planned levels of budget execution. 
Where initial planning suggestions were inaccurate, should 
be fully reflected in final budget items. 

  No measures 
taken 

3.4 
Procurement  

The Mayor has to identify the root causes of the deficiencies 
and take appropriate action to ensure procurement 
requirements are fully implemented. 

 The availability of funds in the 
tested projects has been 
sufficient, but contract 
management plans have not 
been improved. 

 

3.5.1 Other 
expenses 

The Mayor should ensure that the Municipality takes further 
steps to improve controls over expenses and payments and 
strictly comply with the laws and local regulatory 
requirements. 

Yes   

3.5.2 
Remunerations 
(Wages and 
Salaries) 

The Mayor should ensure that the Municipality takes further 
steps to improve controls over personnel files in order that 
files are properly organized and completed and take measure 
regarding the signing of payroll lists. 

 There is a significant 
improvement in 
administration files, while files 
in the Directorate of Education 
and MFMC are not yet 
complete. 
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3.6 Revenues 
(including own 
source 
revenues) 

To improve the billing and accounting systems in order to 
ensure safe, efficient and effective controls on the billing and 
the revenue. Improvement of the procedures related to such 
systems would enable the management to monitor and 
manage significant risks, and to ensure that decisions related 
to budgeting, planning and collection of revenues are 
properly carried out. To ensure that surveys and 
conditioning of provision of services are done as required 
with Administrative Instructions No. 03/2011 and No. 
07/2011.To ensure that all rent services are provided with 
related agreements and invoices. 

  No measures 
taken 

3.7 Assets and 
Liabilities 

The Mayor should ensure the following timely and accurate 
recording of all assets in the relevant registers in accordance 
with the requirements of regulation 02/2013. It also should 
ensure that capital assets register contains complete 
information, including the date when the asset was put in 
use, so that the calculation of depreciation can be performed 
accurately. As well as determine the ownership status. 

  No measures 
taken 

3.7.1 Capital 
and Non-
Capital Assets 

The Mayor of the Municipality must ensure that the 
Municipality maintains accurate and complete information in 
relation to non-capital assets and ensure that they are 
depreciated according to the regulation in force. 

  No measures 
taken 

3.7.1 Capital 
and Non-
Capital Assets 

The Mayor of the Municipality must ensure that the 
stocktaking of nonfinancial capital assets was conducted in 
accordance with the Regulation in force for non-financial 
assets of Budget Organizations and ensure that stocktaking is 
conducted on an annual basis. 

  No measures 
taken 
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3.7.1 Capital 
and Non-
Capital Assets 

The Mayor of the Municipality must ensure that the 
evaluation of nonfinancial capital assets was conducted in 
accordance with the Regulation in force for non-financial 
assets of Budget Organizations and ensure that evaluation is 
conducted on an annual basis. 

  No measures 
taken 

3.7.1 Capital 
and Non-
Capital Assets 

We recommend the Mayor of the Municipality to ensure that 
the Municipality is making maximum efforts for the 
obtainment of data from third parties, with particular 
emphasis on those parties known to have carried out 
significant investments in the municipality. The data 
obtained should be correctly presented in the asset register of 
the Municipality. Best practice would require that on an 
annual basis reconciliation of data is made between third 
parties and the Municipality for investments in the 
Municipality for the respective year. 

Yes   

3.7.2  Handling 
of Petty Cash  

We recommend the Mayor ensure that daily cash deposits 
and controls are performed as required by the legislation in 
force. 

  No measures 
taken 

3.7.3 Handling 
of Receivables 

The Mayor should ensure that Municipality undertake and 
implement detailed action plan on collecting old debts. 

  No measures 
taken 
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Audit 
Component 

Recommendations given in 2016  Implemented Under implementation Not 
implemented 

1.3 Financial 
Statements 

The Mayor should ensure that an analysis is undertaken 
to determine the causes of the emphasis of matter and 
establish effective processes in order to confirm that the 
plan for drafting AFS for 2017 addresses accurate 
disclosure of municipal assets. 

  No measures 
taken 

2.1 Progress in 
the 
Implementation 
of Prior Year 

Recommendati
ons 

The Mayor should see why the action plan was not 
completed on time and why audit recommendations are 
not being implemented and initiate accountability against 
all persons that are charged with these activities. After 
finalising this report, the Mayor should prepare the 
Action Plan with clear timeframes and activities and 
appoint persons responsible for overall implementation 
of this plan, by applying a rigorous accountability process 
towards responsible staff. Furthermore, for the purpose 
of transparency and increase of accountability, the audit 
report should be discussed at the Municipal Assembly. 

 The Municipality prepared an 
action plan, but the level of 
implementation of the 
recommendations was very 
poor. 

 

2.2 Self-
Assessment 
Checklist of 
FMC 
components 

The Mayor should ensure that the list of risks is drafted. 
Monitoring of strategy needs to be done continuously to 
ensure that strategic objectives are being met. The internal 
audit unit should conduct a quality review to confirm the 
accuracy of the checklist before submitting it to the 
Ministry of Finance. 

 Addressing of areas with 
shortcomings has not been 
addressed in proactive 
manner. The Internal Audit 
Unit has performed a quality 
review to confirm the accuracy 
of the checklist before 
submitting it to the Ministry of 
Finance. 

 

2.3.1 Setting of 
Strategic 
Objectives 

The Mayor should draft an action plan for systematic 
monitoring of achievement of strategic objectives by 
establishing effective oversight functions. 

  No measures 
taken 
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2.3.2 
Management 
Reporting and 
Accountability 

The Mayor should ensure that is carried out a review in 
order to determine the format of financial reporting to 
senior management, which is required to support 
effective business management - and to ensure that an 
appropriate solution is in place for this. In addition, to 
take measures so that reporting by the CFO is done in line 
with legal requirements on physical progress of capital 
investments. 

  No measures 
taken 

2.4 Internal 
Audit System 

The Mayor should take all actions against administrative 
units to which recommendations are addressed so that 
they demonstrate maximum commitment in taking 
corrective measures in areas where weaknesses have 
been identified. In addition, to establish and functionalise 
the Audit Committee without delay in line with 
Administrative Instruction no.11/2010. 

  No measures 
taken 

3.1 Budget 
Planning and 
Execution 

The Mayor should ensure that failures in the procurement 
process and problems raised by citizens are reviewed and 
resolved before implementation of projects begins with 
executive works on the ground. 

  No measures 
taken 

3.1.1 Revenues The Mayor should ensure that verification of municipal 
property should be done as foreseen under the Law, so 
that the database integrates all potential changes to the 
property that are valid for the taxable base. In addition, 
more actions should be taken to ensure that deductions 
by €10,000 are applied in accordance with Article 9 of the 
Law on Taxes on Immovable Property. 

  No measures 
taken 
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3.1.1 Revenues The Mayor should ensure that are organised public 
auctions when renting out municipal property, in order 
to have an open and transparent process and to exercise 
continuous monitoring over the use of public spaces, so 
that municipal properties are not used before meeting 
obligations under regulations. 

  No measures 
taken 

3.1.3 Goods and 
Services and 
Utilities 

The Mayor should ensure that for each contract are 
assigned project managers, and the same prepare specific 
contract management plans, exercise adequate oversight 
over the progress of contracts and prepare appropriate 
reports on their completion. 

Yes   

3.1.5 Capital 
Investments 

In order to avoid additional project costs and poor quality 
of works the Mayor should ensure that before initiating 
procurement activities for implementation of investment 
projects, drafts executive projects in line with legal 
requirements. We have no recommendations in this area. 

  No measures 
taken 

3.2.1 Capital 
and Non 
Capital Assets 

The Mayor should ensure that the committee for 
inventory and evaluation of non-financial assets records 
and evaluates all assets in the possession of the 
Municipality, and after the completion of process to 
produce a final report on the condition of assets, which 
has to be harmonised with accounting registers of the 
Municipality. Differences should be clarified and 
registers updated according to latest registrations. 

  No measures 
taken 

3.2.1 Capital 
and Non 
Capital Assets 

Since the e-assets system is not functional, the Mayor 
should ensure that assets officer develops an appropriate 
program and record all assets under €1,000, and make all 
accounting entries in order to confirm all changes during 
the year and the final status at the end of the year. 

  No measures 
taken 
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3.2.1 Capital 
and Non 
Capital Assets 

The Mayor should immediately initiate drafting of 
internal rules and procedures on recording, storage and 
disposal of non-financial assets as required under 
Regulation 02/2013. 

  No measures 
taken 

3.2.2 
Receivables 

The Mayor should consider establishing a special 
working group to review collection of debt, and conduct 
a detailed analysis in order to determine reasons behind 
non-payment of debts, and use all available means, 
without excluding administrative and legal actions. 

  No measures 
taken 
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Annex III: Letter of confirmation 

 


