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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 organizations 

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 

Gllogoc, in consultation with the Assistant Auditor 

General, Valbon Bytyqi, who supervised the audit.  

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

Team Leader, Ajtene Llapashtica and Member, Ylber 

Sadiku, under the management of the Head of Audit 

Department Zukë Zuka. 

 

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 summarizes the key issues arising from our audit of the 2017 Annual Financial 

Statements of the Municipality of Gllogoc, 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. 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 21/11/2017. 

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. 

The National Audit Office acknowledges the Municipality’s Staff for cooperation during the audit 

process. 

Opinion of the Auditor General 

Unmodified Opinion with Emphasis of Matter 

The Annual Financial Statements for 2017 present a true and fair view in all material aspects. 

Emphasis of Matter 

As emphasis of matter, we want to mention the fact that: 

 Expenditures for goods and services in amount €215,834 were wrongly budgeted and paid 

from the category of capital investments; and 

 Account registers are not complete, purchases of assets over €1,000 in the amount €349,734 are 

not recorded in KFMIS, as well as disclosures of receivables, initial balances are understated 

for €25,448. 

For more, see 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 

 

 

 

 

 

Response of the Mayor 

The Mayor has taken into account and is reconciled with the detailed audit findings and 

conclusions, and is committed to address all recommendations given.  

  

Financial Statements - The Emphasis 
of Matter reflect weaknesses in 

controls to confirm proper 
classification of expenditures, as 
well as disclosures in financial 

statements (non-financial assets and 
account receivable).

The Mayor should analyze the reasons for 
the 2017 Emphasis of Matter and identify 
actions required to enable a true and fair 
representation of expenditures and assets 

management for 2018 (see chapter 2.1)

Although internal controls operated 
in some areas, evident weaknesses 

were noticed in  a number of  
important financial systems, 

including revenues, expenditures, 
assets and liabilities.

The Mayor should carry through a 
detailed assessment of procurement and 
to strengthen controls where failures in 

the process have been identified (see 
issues 2 - 19).

The recommendations of previous 
year are not being addressed as 

required to ensure organisation's 
development and improvement.

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

implementation of the recommendations 
of previous years are actively addressed 

(see issue 20).

Governance arrangements related to 
accountability, risk management  
and mangement reporting have 

made progress, but not sufficient.

The Mayor should ensure that Governance 
arrangements are critically reviwed to 

ensure appropriate changes are made to 
improve accounability arrangements and 

management reporting (see issue 21).
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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. We have 

analyzed the Municipality’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 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. 

  



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

 

 
7 

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 

Unmodified Opinion with Emphasis of Matter 

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

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

Statement, Disclosures and other accompanying reports. 

In our opinion, 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 no. 01/2017 on Annual 

Financial Reporting of Budget Organizations issued by the Ministry of Finance. 

Basis for the opinion 

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 Financial Statements” 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: 

 Expenditures for Goods and Services in the amount €215,834 were wrongly budgeted and 

paid from the category of Capital Investments. None of these projects did not meet the 

criteria of assets acquisition for the Municipality of Gllogoc; 

 The project1 financed by the Ministry of Infrastructure in the amount €329,439 was not 

recorded in the account register of assets. Furthermore, the payment for the project2 in the 

amount of €20,295, executed with court decision was not recorded in the account register. 

As a result the assets register is understated for €349,734; and 

 Disclosures of receivables were understated for €25,448 as a result of their non-transfer in 

initial balances (rent €3,121 and construction permits €22,327). On the other hand the 

balance of receivables was overstated as a result of an invoice for construction permit 

wrongly issues (without request by client) in 2011 in the amount €11,122. 

Key Audit Matters 

As an issue with special importance for the audit, we mention the fact that the contingent 

liabilities presented in 2017 AFS in the amount €76,630, had not included also the contingent 

liabilities carried forward from the previous years in the amount €302,913. If lawsuits are 

evaluated in favor of operators, the organization could have budgetary implications. 

Responsibility of Management and Persons Charged with Governance for AFS 

The Mayor of the Municipality of Gllogoc 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 

no. 03/L-048 on Public Finance Management and Accountability (as amended and supplemented). 

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

reporting process. 

Auditor General’s Responsibility for the Audit of the AFS 

Our responsibility is to express an opinion on the AFS based on our audit. We conducted our 

audit in accordance with ISSAIs. These standards require that we comply with ethical 

                                                      
1Asphalting of road in village Sankoc – Upper Fushtica and Lower Fushtica. 
2 Supply and spread of gravel in villages of Drenas. 
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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. 

2.2 Compliance with AFS  and other reporting requirements 

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 and 02/2013; 

 Action Plan on addressing of recommendations; 

 Requirements of Financial Management and Control procedures; and 

 Other requirements for budgetary reporting, as are quarterly reports including also nine-

month statements in time, operational reports (of performance). 

Given the above, the Declaration made by the Chief Administrative Officer and the Director for 

Budget and Finance, when the draft AFS are submitted to the Ministry of Finance, can be 

considered correct in all material aspects. 

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

 



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

 

 
10 

2.3 Recommendations related to Annual Financial Statements 

For the above-mentioned issues, recommendations are given: 

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

causes of the emphasis of matter in the audit opinion, and the key matters. 

Specific actions should be taken to address the causes systematically to 

remove errors in the expenditure planning and their fair classification in 

AFS. 

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

confirm that the 2018 AFS production plan, addresses all issues that are 

related to compliance. The Declaration made by the Chief Administrative 

Officer and Chief Financial Officer should not be submitted 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 Organizations. Specifically, in 

the focus of the audit was Budget management, Procurement issues, Human Resources, Accounts 

Receivable as well as Assets and Liabilities. 

Financial Management and Control Conclusion 

Controls over financial management are applied but are not effective for specific categories. In the 

context of financial systems, controls over revenues but also controls in expenditure areas require 

further enhancement to prevent irregularities in the execution of payments, delays in completion 

of projects, management with assets and with account receivable. The areas that needs additional 

controls remains the procurement area and monitoring of contracts to the capital projects. 

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 

Budget3 
2017 

Outturn 
2016 

Outturn 
2015 

Outturn 

Sources of Funds 13,141,239 13,611,139 12,483,648 11,609,435 12,246,369  

Government Grant -Budget 11,667,234 11,612,842 11,237,166 10,811,810 11,126,332 

Carried forward from previous 
year4 – 

- 514,669 425,819 142,775 388,144 

Own Source Revenues5 1,474,005 1,474,005 814,618 634,179 714,020 

Internal Donations - 9,623 6,045 10,671 16,873 

External Donations  - - - 10,000 1,000 

The final budget in relation with the initial budget was increased for €469,900. This increase is a 

result of internal donations and revenues carried forward from previous year, 

                                                      
3 Final Budget – the budget approved by the Assembly subsequently adjusted by the Ministry of Finance. 
4 Own Source Revenues of Municipalities unspent in previous year carried forward into the current year. 
5 Receipts used by the entity for financing its own activities. 
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The level of budget execution in the Municipality was in a satisfactory level. In 2017, the 

Municipality has spent around 92% of the final budget similar to the previous year. 

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 

13,141,239 13,611,139 12,483,648 11,609,435  12,246,369  

Wages and Salaries 7,857,892 7,787,470 7,762,216 7,864,833  7,688,032  

Goods and Services 1,064,594 1,077,442 966,169 949,262  919,801 

Utilities 157,860 207,159 205,586 157,267  193,778  

Subsidies and Transfers 212,063 216,267 171,737 234,410  264,584  

Capital Investments 3,848,830 4,322,801 3,377,939 2,403,663  3,180,174  

Explanations for changes in budget categories are given below: 

 The final budget for Wages and Salaries initially was increased with own source revenues 

carried forward with amount €8,968, while the decision for budgetary savings at the end of 

year was in the amount €79,390. Such adjustments have affected to have a budget reduce in 

this category for €70,422; 

 At Goods and Services, the final budget was increased with own source revenues carried 

forward for €12,848. While, at Utilities the final budget was increased with Government 

decision for €49,300; 

 The final budget to the Subsidies compared with the initial budget was increase from the 

own source revenues for €4,204; and 

 The budget of Capital Investments was affected by increases with own source revenues 

from €489,347 and grants of internal donors from €6,045. 

Based on the court decisions by Treasury are executed in total 173 payments in the amount of 

€312,4086, out of them court decisions €189,687 and according to article 39.2 were €122,702. 

Payments with court decision mainly were related with employees’ replacements in the 

education sector, and in lack of budget and difficulties for their inclusion in the payroll lists, 

are paid with court decisions. While, in lack of funds and delays in payments by the 

Municipality, results in direct payment by Treasury that are made to economic operators. 

                                                      
6 From the category of capital investments €195,786; Goods and Services €111,564 and the category of subsidies €5,058. 
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Issue  2 – Budget execution and misclassifications of expenditures 

Finding  The process of budget management was in satisfactory level, but at the 

capital investments around 56% of expenditures is executed in the last 

quarter of the year, mainly because of delays in the implementation of 

projects. Management does not analyze on a regular basis the budgetary 

performances against intended projects. 

Three executed payments with agreement for Caritas Kosova with amount 

of €46,0807 are paid from the category of Goods and Services8, although are 

of the nature of subsidies. The agreement determines the offer of house 

health service for families in need of the Municipality and rural zones, 

which have sick and elder persons in family that are in need for permanent 

health care. 

Risk Improper planning of allocation of budget funds according the needs, has 

affected in misclassification of expenditures. Reporting or inaccurate 

classification of data in financial statements leads in misunderstanding of 

financial activities of the Municipality, as well as in non-implementation of 

all intended capital projects for the achievement of the Municipality’s 

objectives. 

Recommendation 2 The Mayor should ensure that the budgetary performance is continuously 

monitored and systematically on a monthly basis and that this review 

identifies and addresses barriers and difficulties for the budget execution in 

the planned level. There where the initial planning’s of the budget are 

incorrect, this should be completely reflected in the position of the final 

budget. Further on, the Mayor should ensure that the planning for 

expenditure to be made in accordance with separate economic codes for 

relevant categories depending on the benefits. 

3.2 Revenues 

Revenues generated9 by the Municipality in 2017 were in the amount €1,073,197, these revenues 

the Municipality generates from property tax, construction permits, administrative fees, revenues 

from business activities, revenues from rent etc. Furthermore, during this period for the 

Municipality of Gllogoc the revenues that the institutions collect are: from traffic fines €135,153, 

court penalties €25,320 and from forest fines €85. Revenues from donors grants for this period 

were €6,045. 

                                                      
7 Payments on the amount of €23,040, €11,520 and another payment of €11,520. 
8 Caritas Payments are done from code 13430 various health services. 
9 Total revenues in the amount €1,239,800. 
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Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2017  

Receipts 
2016 

Receipts 
2015 

Receipts 

Own source revenues  1,474,005 1,474,005 1,073,197 1,090,793 893,870 

Total 1,474,005 1,474,005 1,073,197 1,090,793 893,870 

The planning of own source revenues for 2017 was €1,474,005. The Municipality had a 

performance of 73% in relation to generating revenues, similar with the generation of revenues of 

the previous year. However, in the context of procedural issues, we have identified the following 

issues: 

 

Issue  3 – Weakness on revenues management 

Finding  The Municipality had not achieved to manage its revenues in accordance 

with legal framework, as: 

 In the tested sample in the amount €1,000 from the fee payment for 

construction permit, the payment was part of the 2015 debt, that had to 

do with the fee of €22,234. The Municipality had agreement/contract 

with the beneficiary that the payment to be done in two settlements. 

According the contract the first settlement was paid while the second 

settlement should have been paid until 15/11/2015. Although, the part 

of debt of €9,234 still was not paid by the beneficiary, the same possess 

construction permit; 

 In one case for the usage of immovable property, the Municipality had 

initial contract with the beneficiary for 10 years, with annual payment 

€4,000. While, with the new contract are changed the contract terms by 

extending the timeline for 45 years with annual payment €1,000. The 

contract was concluded based on the decision of the Municipal 

Assembly (MA) for the property that determines the surface of 0.15ha 

(1,500m2), while the new contract was concluded for 2,000m2. The 

Municipality did not provide evidence for holding or not of the public10 

competition for the selection of the most bid with which the contract is 

concluded; and 

 According the financial rule 03/2010, revenues collected by budget 

organizations at the end of the day should be deposited in bank together 

with the summary document determined as identification number 

UNIREF. The collected revenues in the amount of €1,032 with delay for 

39 days. 

                                                      
10 According to Regulation  GRK 23/2013 



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

 

 
15 

Risk Ineffectiveness in collection of revenues, puts in difficulty the generation 

process of revenues and implementation of projects which are financed 

from the own source revenues, further on, has impact in the increase of 

accounts receivable. While, the non-respect of procedures for the 

performance of public auction has an impact in financial loss as the price in 

the new contract does not justify the change of the abnormally low price of 

the new contract. 

Recommendation 3 The Mayor should ensure additional controls in revenues management and 

reporting to ensure that those are collected, deposited, recorded and 

reported according the legal requirements, including determined terms with 

contract. Further on, the Mayor should ensure that the conclusion of 

contracts for usage of the Municipality immovable properties is supported 

on legal basis, at the same time to review the contract and to ensure that all 

selection procedures are followed according the respective regulation and 

the decision of the Municipal Assembly. 

3.3 Wages and Salaries 

Wages and Salaries are paid through a centralized payment system managed by the Ministry of 

Public Administration (MPA) and MoF. The Municipality of Gllogoc for 2017 for Wages and 

Salaries had budget in the amount of €7,787,469, while has spent €7,762,216 or 99% of final budget. 

 

Issue  4 – Weaknesses in managing custodies-night shifts 

Finding  In two cases the custodies-night shifts were compensated €26511, while from 

the verification of the custodies-night shifts diary we have identified that 

the medical staff were not individually signed, but one officer has signed for 

all. This phenomenon is expressed in all custodies-night shifts except 

custody doctors who were signed and placed facsimiles. 

Risk Identified deficiencies in the proper management of custodies-night shifts 

diaries are indicator of the lack of effectiveness of internal controls in this 

area, and risks except in the overpayment of custodies even in the lack of 

better and appropriate services for citizens. 

                                                      
11 The total amount of compensations for custodies was of €23,633. 
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Recommendation 4 The Mayor in cooperation with the Directorate of Health and with Head of 

MFMC should ensure that adequate controls are placed, in order to consider 

the identified phenomenon and to apply monitoring controls to the process 

of approval, recording, and compensating of custodies-night shifts. 

Although, after our advices during the audit, the Municipality has started to 

take measures, and implementation of recommendation will be reviewed in 

the coming audit. 

3.4 Personnel Management 

Human Resources management has for aim the coordination of organization’s activities to ensure 

the operation of system in accordance with politics of Municipal Administration and of Municipal 

Assembly, which are implemented in all organization. The IAU management includes: Drafting 

and reviewing of organizational structure, categorizing and description of work places, the control 

of budget costs of personnel, as well as the control of recruitment process, trainings and 

development of personnel, including also the measurement of personnel effectiveness through the 

assessment of performance of the completion of duties. 

 

Issue  5 – The contracts with special services agreement and Acting 

Finding  The Municipality during 2017 has engaged 21 employees/staff with Special 

Services Agreement (SSA) through public competition procedures. Most of 

the employees in this form mainly are for regular positions of work. With 

request of respective directorates, the contracts have been extended also for 

three months without competitive procedures for the engaged staff. 

Furthermore, five of the engaged with SSA (employed in the bus station as a 

local publicly owned enterprise) the contracts are renewed each year until a 

solution is found. 

During 2017 six key position were being covered with Acting, three12 of 

them continue still the Acting by exceeding the legal determined deadlines 

of three months. Furthermore, one of the positions, for two months was led 

by staff which was engaged with SSA. 

Risk Engagement of staff with SSA for regular positions as well as the covering 

of key positions with Acting, could result in operational 

inefficiency/ineffectiveness in achieving organization’s objectives. 

Recommendation 5 The Mayor should consider the identified cases and to undertake the 

necessary measures to ensure that when recruiting employees to be 

respected the legal dispositions and regular positions are being covered by 

regular and meritorious employees. 

                                                      
12 Acting Head of Personnel, Acting Chief of Inspection Sector and Acting Chief of Culture Sector. 
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3.5 Goods and Services and Utilities  

The final budget for Goods and Services in 2017 was €1,284,602. Out of them €1,171,755 around 

92% were spent. These expenditures mainly include Utilities, expenditures of fuel for heating, 

maintenance of facilities, other contractual expenditures. 

 

Issue  6 – Delays in the procurement procedures 

Finding  Contract “Supply with electric items, tools, agricultural and sanitary 

varnishes” had delays on executing the procurement procedures even 

though the initiation13 from the requesting unit was timely done. Further on, 

also the evaluation process of bids was done with delay. The previous 

contract for supply of the same items had expired on 10/04/2017, therefore 

until the concluding of the new contract on 28/08/2017, the Municipality 

was supplied without contract. The amount of supply was €2,195. 

Further on, at the contract “Supply with IT equipment” had delays on 

executing the procurement procedures even though the initiation14 was 

timely done from the requesting unit. In lack of committed funds the 

contract was not concluded in the full value of bid of the winning Economic 

Operator (EO). The value of the bid was €26,065, until the contract was 

concluded in the amount €22,066 with €4,000 difference. 

Risk The delays in executing the procurement procedures, the lack of 

commitment with the case of contracts signing increases the risk of entering 

into liabilities beyond the amount that exceeds the allocated funds as well as 

the execution of irregular/without contract payments. 

Recommendation 6 The Mayor should ensure additional controls in order to avoid delays in the 

procurement procedures and that contracts to be signed only when funds 

exist for their implementation. Further on, it should ensure that controls on 

the execution of payments process are strengthened. 

                                                      
13 Supply with electric material, tools and varnishes / Initiation from the requesting unit on 31/01/2017. The planning 

of procurement was foreseen in March, the announcement for contract in June 2017 and the contract in August 2017. 
The previous contract has expired on 10.04.2017. 

14Initiation from the requesting unit on 16.03.2017. The planning of procurement was foreseen in April, the 

announcement for contract on 22.06.2017 and the contract in November 2017. 
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Issue  7 – The award of tenders 

Finding  The contracts “Supply with medical equipment”, “Supply with bandages”, 

and “Supply with films for RTG and medical consumable material” with 

common value €11,943, are done with separate procurement procedures. 

For the all contracts was beneficiary the same economic operator. All three 

contracts were concluded in the last quarter of the year. 

For the contract of supply with consumable material, we have tested the 

payment according to which it was not received the full supply as per the 

request (the contract). The Receiving Committee had received only the good 

which was invoiced. Furthermore, the contract manager was the health 

sector director and at the same time also the request and payment 

authorizer. 

Risk The award of tenders to avoid the procurement procedures represents risk 

that it will have high expenditures for the purchased goods and services 

and are not offered equal opportunities for competition. The request and 

payment authorizer and the contract manager from the same official 

represent conflict in the allocation of duties. 

Recommendation 7 The Mayor should ensure that the procurement requirements should be 

clearly and timely summarized by the requesting units to eliminate the need 

for frequent procedures and usage of minimum procedures and quoting. 

This should be done by timely planning and by focusing in an effective 

process of procurement that secures the value for the money spent. Further 

on, the Mayor should ensure the fair allocation of duties as criteria for better 

controls. 

3.6 Subsidies and Transfers 

The final budget for Subsidies and Transfers was €216,267. Out of them €171,736 or around 80% 

were spent in 2017. Subsidies are awarded for public and non-public entities. 

 

Issue  8 – The management of subsidies 

Finding  According the regulation for the award of subsidies, the Municipality 

should conclude an agreement with the beneficiary of the subsidies. 

However, in five tested cases we have identifies that the Municipality had 

not concluded such agreements. Further on, the regulation for the award of 

subsidies does not determined the budget limits that can be approved by 

the Mayor of the Municipality. 
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Risk Failure to apply the agreements between the Municipality and the 

beneficiaries, can result in deficiencies in the implementation of subsidies 

conform the aim for which are awarded. While, failure to set out the budget 

limits that could be approved by the Mayor, can result in unequal treatment 

of possible beneficiaries of the subsidies. 

Recommendation 8 The Mayor should ensure that it has been done the amendment and 

supplement of the regulation for the management of subsidies by the 

Mayor, as well as to ensure that the subsidy is made in full compliance with 

the determined terms with the regulation. 

3.7 Capital Investments 

The final budget for Capital Investments was €4,322,801. Out of them €3,377,939 or 78% were 

spent in 2017. Investments mainly relate to infrastructure adjustment, construction of schools, 

expropriations, equipment and different improvement of capital. 

 

Issue  9 – Deficiencies in the planning process and the management of projects 

Finding  Although the Municipality had contract with an EO for the offering of 

services of “drafting of projects”, however, we have notices that in 27 cases 

had not drafter the executive15 project, but had initiated the procurement 

procedures by preparing only the bill of quantity and pre-calculation. 

Further on, from 157 contracts16 in total, in 16 of them are concluded annex 

contracts in the amount of €129,235 for unplanned work and additional 

work which have come out during the implementation of contracts. The 

reasons of high number of annex contracts are: the extension of roads with 

the request of local residents and barriers related with property problems; 

the extension of sewage for the lateral branches of neighborhoods for their 

completion; and deviations of works during the execution of projects in field 

which have resulted with additional cost. 

Risk The initiation of procurement procedures in lack of the executive project 

drafting, risks delays in the implementation of projects as well as additional 

cost for their completion. While the high number of annex contracts without 

open procedures risks the transparency and competition principle as well as 

could result in lack of financial funds for the implementation of current 

contracts and other planned projects. 

                                                      
15 AI of PPRC no. 1/2014 on preparation of technical specifications for work contracts. 
16 75 of them are employment contracts. 
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Recommendation 9 The Mayor should strengthen controls in the processes of planning and 

management of projects to ensure that initially are drafted executive 

projects for the preparation of technical specifications for work contracts, 

and after to ensure a regular monitoring of them to ensure that the works 

are implemented in accordance with the contracted terms. In cases when it 

is presented the need for additional work in relation with those contracted, 

then their contraction should be done through open procedures of 

procurement. 

Issue  10 –Deficiency in plans for the management of contracts 

Finding  In nine cases we verified that the director of urbanism directorate was 

appointed manager of contracts for capital projects in its directorate, while 

was also the payment authorizer. Further on, in the most of cases had 

assigned also the review body and the committee for technical acceptance. 

Plans for contracts management were regularly drafted, but it was missing 

their regular monitoring and completion of information conform the 

performance of contracts execution. 

From the physical examinations we have identified one capital project17 for 

which the payment for unexecuted works were made in the amount of 

€1,470. This was as result of poor monitoring by the review body and the 

contract manager. 

Risk The payment authorization by contracts managers, present conflict in the 

allocation of duties, and payments for uncompleted works result with 

irregular payments. Failure to update the plan for the contract management 

prevents the reflection of a real situation of the contract execution. 

Recommendation 10 The Mayor should ensure controls to the payments authorization to ensure 

full privacy during the payment authorization. In case of lack of sufficient 

staff to consider also the possibility of engaging staff outside the requesting 

units for the contracts management. Further on, the plans of contracts 

management should be timely updated based on completeness of works 

and payments to be executed only for the completed works. 

                                                      
17 The project “Asphalting of roads in the town of Komoran” 
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Issue  11 – Changes of bill of quantity and pre-calculation without approval 

Finding  In three cases we have noticed that without approval of Procurement Office 

and Chief Administrative Officer, had have deviations or changes in the 

contracted pre-calculation, such as: 

 The contract for “Asphalting of roads in village Llapushnik, the 

Underpass, Neighborhood Sopi and Neighborhood Tahiraj-Haxhijaj” in 

the amount of €35,982 – the Review Body with approval of the contract 

manager have done the modification of the contracted bill of quantity. 

This was based on the request of local residents, for the preparation of 

pavement with asphalt of another road segment that was not part of the 

contracted bill of quantity; 

 The contract for “The sewage of black waters in village Shtutica” in the 

amount of €45,185, with request of urbanism director and with approval 

of the contract manager, it is done the change of concrete pipes with 

diameter phi  in pipes with diameter 800 (for the purpose of 

extending the sewage meters in field), as well as the metal lids have 

been replaced with concrete lids for the reason of not stealing them; and 

 The contract for “Adjustment of sports fields in village Damanek, 

Komoran and Polluzha” in the amount of €85,373, with request of 

Village Committee and approval of the urbanism directorate changes 

have been made in geodetic points for the construction of fields, while 

the fences of sports fields in Polluzha and Komoran are not done 

according the foreseen project. 

Risk The change of the contracted bill of quantity without the approval of the 

Procurement Office and Chief Administrative Officer reveals weaknesses in 

the controls exercised by the Senior Management and risks to result with 

additional cost. 

Recommendation 11 The Mayor should ensure that the managers of projects will report the 

Procurement Department for each change from the contract terms and 

conditions and that each change will be done only after the approval taken 

from the Procurement Office and Chief Administrative Officer. 
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Issue  12 – Conclusion of contracts with insufficient commitments 

Finding  In the contract for “Asphalting of road in village Low Zabel, Komoran II 

and Nekoc” in the amount of €85,223 (one contract for three separated 

projects in PIP, also the commitments are done separately for projects) we 

have noticed that the commitment of funds for the project in village Nekoc 

was €19,424, while the amount of contracted bill of quantity €22,231. 

Further on, to the contract “Adjustment of sports fields in villages 

Damanek, Komoran and Polluzha” in the amount of €85,373, (one contract 

for three separated projects in PIP, also the commitments are done 

separately for projects) the commitment of funds for the project in the 

village Polluzha was €20,000, while the amount of contracted bill of quantity 

€22,279. The difference for €2,279 for the part that did not have commitment 

have remained unpaid, although the project was already completed. 

In the two year project which was co-financed with the Ministry of Local 

Government Administration for “Asphalting of road in village Godanc” in 

the amount of €151,979 due to the caused barriers by the local residents has 

had changes in the project, which have resulted with annex contract in the 

amount of €15,198, which is concluded in the lack of commitment. The 

payment for the annex was done from the allocated funds for the core 

contract, while the positions of the core contract are expected to be carried 

forward for execution and payment with the 2018 budget. 

Risk The lack or lower commitments than the contracted bill of quantity in the 

case of contracts signing have exposed the Municipality in front of a risk of 

entering into liabilities beyond the amount that exceeds the allocated funds 

as well as the execution of irregular/without contract payments. 

Recommendation 12 The Mayor should ensure additional controls in order that the contracts to 

be signed only then when exist funds that ensures their execution. 
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Issue  13 – The change of project code on the case of payments 

Finding  For the two year project in co-financing with the Ministry of Infrastructure 

(MoI) for “Asphalting of road village Baica – Tersteniku II and construction 

of road in village Baica – Neighborhood Kiqina and Zariqi18 in the total 

amount of €250,684, we have noticed that the payment in the amount of 

€36,512 (with approval of the Mayor) was executed by the project code 

(44750) Neighborhood Kiqina and Zariqi while it should have been paid by 

the MoI code (15309) asphalting of road in Baica – Terstenik”. It should be 

emphasized that the contract manager is the Director of Urbanism, which 

has assigned also the review body. 

While to the project for “Renovation of LSPS in village Bytyq and 

construction of fence in LSPS Village Gllanasella” in the amount of €3,883, 

the total payment was done by the project with code 44880 – Adjustment of 

fence LSPS Gllanasella. 

Risk The payments of projects from inadequate codes present an unfair view 

regarding with the execution of capital projects. 

Recommendation 13 The Mayor should ensure that accurate planning are made and that all 

projects payments are made according the approved codes with the law of 

budget or according their re-destination conform the legal dispositions. 

Issue  14 – Delays in the execution of contracts 

Finding  From the testing of payments we have identified five payments with 

amount €432,861 in which had delays in the execution of contracts. Delays 

were from 13 up to 100 work days19. 

Three contract which according the dynamic plan should have been 

completed within the 2017, but still (April 2018) are not completed, such as: 

 “Asphalting of road in village Llapushnik – Drenas, in the amount of 

€252,236; 

 “Sewage of black waters in village Baica” in the amount of €56,049; 

and 

 “Sewage of black waters in village Gradica, Old Qikatova, 

Kizhnareka and construction of infrastructure in village Polluzha” in 

the amount of €83,981. 

                                                      
18 Asphalting of road in Baica – Terstenik with the project code 15309 is completely financed by the Ministry of 

Infrastructure in the amount of €250,000; budget allocations for 2017 are €50,000 while budget evaluations for 2018 are 
€200,000; while “Construction of road in village Baica – Neighborhood Kiqina and Zariqi” with code 44750 is financed 
by the Municipality. 

19 Asphalting of road in village Dobroshevc, with 100 days delay; Asphalting of road in village Tersteniku with 30 days 

delay; Asphalting of local road in Vasileve and Old Poklek, with 76 days delay; Asphalting of road in village Abri and 
Terdec, with 28 days delay; Adjustment of sports fields in village Damanek, Komoran and Polluzha, with 48 days 
delay; as well as Construction of bridge in Drenas – Baica, with delay were 13 work days. 
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Delays in the execution of contracts mainly were due to problems with local 

residents, the lack of proper management, the lack of executive projects, 

atmospheric conditions, work specifics etc. 

Risk Delays in the execution of contracts could result in lack of financial funds 

for the completion of projects according the contractual terms and could 

present barrier in achieving the Municipality’s objectives. 

Recommendation 14 The Mayor should ensure that causes of identifies cases have been analyzed 

and to ensure that dynamic plans for the completion of capital projects to 

match with real timeframes of completion of works. 

3.8 Capital and Non-Capital Assets 

The value of capital assets presented in 2017 AFS was €499,026,337, while the value of non-capital 

assets was €345,928. Stocks at the end of year were €6,790. We have reviewed if the process of 

keeping the registers is in accordance with the rule requirements MoF – No. 02/2013 on 

Management of Non-Financial Assets within Budget Organizations, the inventory process and 

physical existence of assets and we have identified the issues as in following: 

 

Issue  15 – Weakness in management, recording and reporting of assets 

Finding  The Municipality of Drenas has not managed to ensure adequate controls in 

management and reporting of assets. We have identified the following 

deficiencies: 

 In the Municipality of Gllogoc the non-capital asset and stocks are not 

recorded in the e-Asset system as foreseen with the applicable 

regulation for the management of non-financial assets. The data for 

these assets are kept in Excel registers, and as such does not provide 

assurance regarding their completeness. In general these registers are 

deficient and does not provide detail information over such assets as: 

serial number, barcode, the receipt date etc.; 

 In the account register we identified errors in recording of capital assets 

of two projects. Project “Asphalting of roads in village Sankoc, Upper 

Fushtica and Lower Fushtica” in the amount of €36,264, was registered 

as further investment although the project was asset in use; and 

 The Committees for inventory and assets evaluation, had drafted 

individual reports related with the Municipality’s assets inventory, but 

had not drafted a summary report for assets, including physical 

situation of non-financial assets, the terms of their preservation and 

remarks on the character of the differences and ascertained damages. 
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Risk The lack of accurate and full registers causes lack of information for the 

management regarding the assets that possess as well as can result in unfair 

presentation in financial statements. Non-full inventory of assets causes 

deficiency in accurate management and reporting of assets, by risking at the 

same time misuse or loss of assets. 

Recommendation 15 The Mayor should be ensured that the non-financial assets management to 

be done in full accordance with Rule 02/2013 on Management of non-

Financial Assets. In this aspect it should ensure controls in the identification 

of non-capital assets as well as to ensure full operation of e-Asset system for 

the recording of assets under €1,000 and stocks. Further on, to ensure that 

after the inventory process the inventory situation is compared with the 

overall register of assets, in order that the potential differences are identified 

and after are reflected in assets registers. 

3.9 Handling of Cash and Cash Equivalents 

In AFS are presented the values of four unclosed advances in the amount of €4,170, out of them 

three resulted that are closed on 15/01/2018, and one advance has remained open in the amount 

of €3,000. 

 

Issue  16 – Unclosed advances 

Finding  Within the unclosed advances at the end of year, the advance with value 

€3,000, withdrawn on 07/07/2017, still has remained unclosed due to the 

lack of evidences. The request, the decision and the receipt of funds are 

made by the same person. In file were missing the official invitation for 

travel and the participants lists. The invoices for accommodation did not 

match with dates in the travel agenda. Two tax receipts (not invoices) for 

accommodation in the amount €428 were without stamp and date. These 

were also the reasons of non-closure of this advance. 

Risk Failure to reason the advances, indicates that the Municipality has 

ineffective controls in this area, on the other had while the funds are 

unreasoned, puts in uncertainty that the expense has occurred and to result 

with mismanagement or loss of public money. 

Recommendation 16 The Mayor should ensure additional controls in handling/management of 

cash of the Municipality. It should ensure that advances are closed within 

the determined deadline in accordance with AI that regulates this issue. 

Further on, the mentioned case, to be reviewed and to be closed with the 

foreseen procedures. 
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3.10 Receivables 

Accounts receivable in AFS at the end of year were €2,427,920. The structure of receivables 

constitutes: property tax, business fee, rents and construction permits. The largest participation in 

this structure has the receivables from the property tax in the amount €1,354,200 and business fee 

receivables €1,003,040. 

The disclosures of receivables in 2016 were €282,850 while this year €1,003,040. Enormous growth 

of balances from previous year is as a result of actions undertaken for charges that were not timely 

completed, and this year were charged the businesses for previous year’s fees. 

 

Issue  17 – Account receivable / property tax 

Finding  From the tested samples for accounts receivables at the property tax we 

have noticed irregularities as: 

 One case has resulted with error in billing as cause of system, was billed 

the price €210 instead of €200 according the rule; and 

 In eight cases, were not applied changes based on the coefficient of 

quality at the billings, according the rule for the immovable property tax 

for 2017. 

However, the Municipality had undertaken measures and had given the 

parties written remarks with liabilities over €1,000, where they were offered 

also the chance of installment payments. 

Risk The identified errors indicate ineffective controls in management of 

accounts receivable. Further on, this situation does not give assurance that 

the generated data in the property tax system are full and accurate. 

Recommendation 17 The Mayor should ensure additional controls in management of accounts 

receivables from property tax. In this aspect to ensure that will eliminate all 

errors in the property tax system as well as to ensure effective mechanisms 

for their collection, including also the exercise of legal measures for their 

collection. 
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Issue  18 – Accounts receivables / business fees 

Finding  For the accounts receivables of business fees we have noticed: 

 In three cases, businesses which are released from fees with 

regulation from 2014, the same ones were not charged with fee for 

2004-2014; 

 On the case of changing business activity from SC to LLC (was 

opened new card of client) was not carried also the debt with value 

€500; and 

 In one case was wrongly billed with business fee €20,000 instead of 

€200. 

The program with which are managed these accounts is deficient and does 

not provide sufficient information for management. The program does not 

provide initial balances, the year charges (summarized), but provides 

chance only for the finding of clients individually (charges, payments and 

final situation). The changes made by staff does not leave trace in program, 

can be added a payment or even to be deleted and it is not recorded the date 

of change. 

It is worth to mention that the Municipality in 2017 had not taken any action 

to reduce the accounts receivable for business fees. Actions were taken for 

the update of business charges, as the same were not charged on annual 

basis with fees. This has made that the balance of the accounts receivable for 

business fees to be increased with amount of €720,190. 

Risk The lack of proper controls and errors with program management puts in 

risk the data assurance and completeness of accounts receivables of the 

Municipality. At the same time, the Municipality could not have accurate 

information for its plans or measures that need to be taken in this area. 

Recommendation 18 The Mayor should ensure controls for proper management of these accounts 

receivables, program advancement/assurance with which accounts are 

managed. It should strengthen controls that the businesses to be charged 

with fess on regular annual basis in accordance with the regulation for fees 

as well as to ensure that all actions for their full collection will be taken. 

3.11 Outstanding Liabilities 

The statement of liabilities not paid to suppliers at the end of 2017 was €37,310. These liabilities are 

carried forward to be paid in 2018. Further on, the Municipality had also contingent liabilities in 

the amount €76,630. Weaknesses related with the reporting of contingent liabilities we have 

disclosed at the chapter 2.1 to the key audit issues. 
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Issue  19 – Delays in payments and weaknesses in reporting of liabilities 

Finding  The Financial Rule 02/2013 MoF, article 5 determines the period of monthly 

report of outstanding liabilities in the Ministry of Finance-Treasury, while 

the Municipality for November had not reported its liabilities. 

Furthermore, the tested liability/invoice in the December reporting with 

value €2,860, was reported as liability wrongly for the supply which the 

Municipality20 had not received. 

Further on, in two tested samples we have identified delays in payment 

from 34 up to 59 days over the determined timeframe for payment. 

Risk Poor controls on liabilities management and reporting reflect in incomplete 

and unfair reporting of liabilities. The invoice receipt/report for supplies 

that are not received risks entering into fictitious e liabilities of the 

Municipality. 

Recommendation 19 The Mayor should strengthen controls in the process of payments 

management to ensure that all invoices are paid within the legal deadline of 

30 days after the receipt of invoice. Further on, to ensure that the liabilities 

report is done for each month in accordance with legal requirements, which 

should include their accurate situation. 

4 Progress in implementing recommendations 

Our Audit Report on the 2016 AFS of has resulted in 18 key recommendations. The Municipality 

had prepared an Action Plan stating how it will implement all recommendations given, but the 

NAO report as well as progress related with the implementation of the action plan of the audit 

recommendations was not discussed in the Municipal Assembly. 

Until the end our audit, from 18 recommendations given in the 2016 audit report, four 

recommendations have been implemented; eight are partially implemented and six have not been 

implemented. While, three recommendations of 2015 still remain unimplemented (ref. Annex II: 

Progress in implementing recommendations of previous and earlier years). 

                                                      
20 The Municipality was billed for the total value of the contract €4,780, while the minutes from the Receiving 

Committee approved the receiving of the amount €1,920. 
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Issue  20 – Implementing recommendations from previous and earlier year 

Finding  Although are implemented the requests to draft an action plan within 30 

days after the receipt of the 2016 audit report, the progress related with the 

implementation of the action plan was not discussed in the Municipal 

Assembly. As a result of ineffective management of the process and the lack 

of a formal monitoring for the way of implementation of recommendations, 

only a low part of recommendations of the previous year and those earlier 

carried forward are implemented. 

The Municipality Management does not apply responsibility measures for 

the non-implementation of recommendations (see annex II). 

Mainly, the recommendations that are being repeated from year to year are: 

 Failure to verify 1/3 of the property21 which could result with 

incomplete information for properties. 

 Engagement of employees22 out of budget planning in lack of 

approved budget; and 

 Deficiencies in the management of capital projects and management 

of the own source revenues and receivables. 

Risk The required improvements of the operational and other processes could be 

not implemented by resulting in continuous ineffectiveness while the 

recommendations given are not addressed. 

Recommendation 20 The Mayor should ensure that a strengthened process of accountability of 

responsible staff for the implementation of recommendations, according the 

determined timeframes and priorities with the action plan. The monitoring 

of the recommendations progress should be done systematically, and there 

where has stagnations, to be proposed adequate measures. 

 

                                                      
21 From 14,459 registered properties in the Municipality of Gllogoc, out of them are verified only 668 properties. 
22 For 2017 were engaged 33 employees. 
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5 Good Governance 

Introduction 

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

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

governance with public assets. 

A key indicator supporting effective governance is the implementation of audit recommendations 

as this demonstrates that Management are taking actions to improve existing processes and 

controls. The level of compliance of the FMC requirements by Budget Organizations is monitored 

also by the self-assessment checklists completion 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 

There is a number of governance weaknesses within the Municipality particularly related to 

accountability, risk management and the quality of management reporting. Poor process for the 

implementation of audit recommendations of the previous year, the budget execution at low level 

for capital investments, the lack of monitoring processes for risks management and poor controls 

over expenditures and revenues are some of the identified weaknesses in governance. 

The Municipality with time had completed the request for the submission of self-assessment 

questionnaire in MoF. Although, one of the questionnaire issues which had to with effective 

processes of monitoring related with the progress of objectives, is considered as placed by the 

Municipality but, it were not offered evidences in support of these conclusions. 

Further on, for 2017 the risks management system was placed but were not foreseen the 

monitoring actions for the supervision of activities for the risks management. 

5.1 Internal Audit System 

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

auditor. The IAU had drafted the strategic plan and annual work plan where were included some 

audits for 2017. Except the IAU is also established the Committee of Internal Audit. The 

Committee has held for regular meetings in 2017. 

The IAU for 2017 had planned and finalized seven audit reports, also had finalized one report 

with special request. 
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Recommendations 

We have no recommendations in this area. 

5.2 Management Reporting, Accountability and Risk Management 

A range of internal controls are applied by Management to ensure that systems operate as 

intended. It is important that those include the proper reporting to the Management to enable an 

effective and timely response to the identified operational problems. 

 

Issue  21 – Weaknesses in management controls and risk management 

Finding  Our review of managerial controls in the main financial system of the 

Municipality has highlighted a poor financial reporting over expenditures 

and revenues to Senior Management, as well as the incomplete analysis of 

service providing. Consequently, the annual financial statements have 

resulted with inaccuracies and errors. The handling of some items was not 

adequate, as to the classifications of expenditures in AFS, carrying of initial 

balances to the accounts receivable, as well as incomplete registers of assets. 

According the rules of Financial Management and Control, the Municipality 

should have a system for risks management. For 2017 this system was 

placed but was not foreseen monitoring actions for the supervision of the 

activities for the risks management. 

Risk Accountability requirements and financial reporting should be strengthened 

to support the effectiveness of financial management within the 

Municipality, initial balances should be reviewed and verified in order that 

the financial information to be comparable and full in function of the 

consistence and overall to support the decision-making. 

Recommendation 21 The Mayor should ensure the placement of effective processes of risk 

management through respective sectors of the organization, to ensure that a 

review has been carried through to determine the form of financial and 

operational reporting to Senior Management, from which is required to 

support the effective management of business and to ensure that an 

appropriate solution is put within a reasonable time period. 

 

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. 

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 
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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. 

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 recommendations of previous two years 

Audit 
Component 

Recommendations carried forward from 2015 Implemented 
during 2017 

Under implementation during 
2017 

Not 
implemented 

 The Mayor should ensure that an analysis is undertaken to 
determine the causes that led to Emphasis of Matter. 
Adequate measures need to be undertaken in order to 
address the causes for failure to properly record 
expenditures in the adequate categories, i.e. to fairly register 
expenditures and third party payments. 

 Even for 2017 we have Emphasis 
of Matter for issues that are 
related with misclassifications of 
expenditures. 

 

 The Mayor should strengthen measures of control and 
accountability of persons in charge to fully address the 
recommendations in order that actions foreseen in the 
Action Plan are implemented within the deadlines and 
particularly in the high risk areas. 

 The Municipality has drafted an 
Action Plan for the 
implementation of 
recommendations, however 
despite this a considerable 
number of recommendations 
have remained unimplemented. 

 

 The Mayor should ensure that a review of current 
accountability and reporting requirements placed to the 
municipality’s directorates is made and that better forms of 
achieving the intended objectives are implemented. 

 Despite the improvements of 
control, even further some of 
reporting lines are not operation 
according the design. 

 

 The Mayor should ensure appropriate budget planning; 
strengthen a financial discipline for carrying out payments 
on time, and to review all outstanding liabilities in order to 
avoid delays on payments. When it comes to budget 
planning, particular importance should be paid to the 
liquidations of liabilities. 

  No measures 
taken. 
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 The Mayor should ensure that budget performance is 
systematically monitored and strengthen the financial 
discipline in order to have liabilities paid in time rather than 
through mandatory legal procedures. The Municipality 
should be more committed when it comes to the 
improvement of performance in execution of capital 
investments. 

  No measures 
taken. 

 The Mayor should initiate a thorough analysis why the 
procurement practices applied in these cases were weak, 
and implement additional controls to ensure that: 
procurements reflect the needs; tender specifications reflect 
current requirements; and supplies reflect requirements of 
requesting units. 

 Despite the improvement of 
controls in the area of 
procurement, even further a 
number of weaknesses are still 
evident. 

 

 The Mayor should ensure that this matter is handled by all 
stakeholders involved in these processes such as the 
Ministry of Finance, Ministry of Education and Government 
in order to find a suitable solution to this problem. In 
addition, a better planning of staff is needed during the 
budget process. 

  No measures 
taken. 

 The Mayor should consider the situation of such accounts, 
analyze the reason behind the accumulation of such large 
amounts and undertake effective actions to maximize the 
collection rate. A process of systematic monitoring of 
measures and policies to increase the collection should also 
be part of management considerations. 

 The Municipality took steps by 
making efforts to collect 
receivables from property tax, 
but still their level is high. 
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 The Mayor should ensure arrangements are enhanced in 
order to consolidate completeness of liabilities, and ask 
from responsible staff to submit outstanding invoices to the 
Finance Department. In regard to handling of contingent 
liabilities, he should undertake a review, in cooperation 
with the municipality’s Legal Representative, in order to 
prioritize payments and prevent direct payments from 
being made by MoF. 

 The Municipality has made 
progress in the management of 
liabilities, however, still has not 
managed to avoid the remaining 
liabilities from the previous year. 

 

Audit 
Component 

Recommendations given in 2016 Implemented In process of implementation Not 
implemented 

1. Annual 
Financial 
Statements and 
other External 
Reporting 
Obligations 

The Mayor should ensure that an analysis is undertaken to 
determine the causes of the Emphasis of Matter in the 
opinion. Actions should be taken to address the underlying 
causes in a systematic and pragmatic manner, to correct 
errors in accounting and in order to ensure an accurate 
registration of assets and full disclosure of receivable 
accounts. 

 Despite the improvement of 
reporting, also in the 2017 AFS 
we have identifies some 
irregularities regarding the 
assets registers and the 
disclosure of receivables. 

 

1. Annual 
Financial 
Statements and 
other External 
Reporting 
Obligations 

The Mayor should ensure that effective processes of AFS 
draft revisions by the management are in place. The 
declaration made by the Chief Administrative and Financial 
Officer should not be submitted unless all the necessary 
controls have been applied to the AFS draft. 

  No measures 
taken. 

2.1 Progress in 
implementing 
recommendations 
of previous year 

The Mayor should ensure the implementation of a 
consolidated accountability process of the responsible staff 
for the implementation of the recommendations, according 
to the timeframes and priorities set out in the action plan. 
The monitoring of the progress of the recommendations 
should be done in systematic manner, and whenever there 
are stagnations, adequate measures should be proposed. 

 The Municipality has drafted an 
Action Plan for the 
implementation of 
recommendations, however 
despite this a considerable 
number of recommendations 
have remained unimplemented. 
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2.3 Specific 
Governance 
Reviews 

The Mayor should develop action plans for the 
implementation of municipal strategies, and in adequate 
periods conduct the review on the dynamics of their 
implementation. 

 The Municipality had 
undertaken steps in this 
direction, had drafted the 2017-
2019 Integrity Plan. 

 

2.5 Management 
Reporting and 
Accountability 

The Mayor should ensure the revision and verification of 
the mentioned management segments, so that financial 
information is comparable and comprehensive in function 
of consistency, and above all to support decision-making for 
improving performance towards delivering better services 
to citizens. 

 Financial report has not 
supported the accurate 
disclosure of notes. AFS are 
fairly presented, except balances 
where even this year are 
presented with underestimation. 

 

3. Financial 
Management and 
Control 

The Mayor should ensure budget analyses, in particular 
capital investments, take place on a monthly basis, identify 
barriers and delays, and undertake appropriate actions to 
maximize the expenditures and implementation of capital 
projects at the planned level. 

 In relation with previous year, 
the level of capital investments 
has been increased for 7%, 
however even this year had a lot 
of delays in implementation of 
projects. 

 

3.1.1 Revenues The Mayor should ensure the verification of 1/3 of 
properties, on tax property, as required by the 
Administrative Instruction. It should also ensure that 
reconciliations between departments are conducted on a 
regular monthly basis. 

  No measures 
taken. 

3.1.2 Wages and 
Salaries 

The Mayor should address this issue with priority, and 
ensure that a review of the engagement process is made. 
The issue of substitute staff should also be discussed with 
the Ministry of Finance, in order to prevent budgetary 
deficits for salaries. In addition, a better staff planning is 
required throughout the budget year. 

  No measures 
taken. 
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3.1.3 Goods and 
Services and 
Utilities 

The Mayor should analyze the reasons why the above cases 
have taken place, and ensure that the municipality will 
follow procurement procedures for contracting all services, 
and will not pay for services for which there are no valid 
contracts. 

Yes   

3.1.3 Goods and 
Services and 
Utilities 

The Mayor should investigate the reasons of not conducting 
payments over the past three years, to strengthen financial 
controls in order to ensure that payments are done in time, 
and conduct classifications according to the relevant 
economic categories as established in the Accounting Plan. 

  No measures 
taken. 

3.1.3 Goods and 
Services and 
Utilities 

The Mayor should ensure that withholding taxes at source 
for persons engaged in special services contracts is made in 
accordance with the applicable legislation in force. 

Yes   

3.1.4 Subsidies 
and Transfers 

The Mayor should ensure that the expenditure officer 
makes the appropriate expenditure classification according 
to the accounting plan, and ensure that expenditures are 
registered in respective codes. 

Yes   

3.1.5 Capital 
Investments 

The Mayor should ensure that executive projects are drafted 
according to AI of PPRC No. 1/2014 for the preparation of 
technical specifications for employment contract. Since the 
municipality has already contracted this service, the same to 
be used in order to apply a more economical concept of 
process management and comply with the requirements of 
the regulations. 

  No measures 
taken. 

3.1.5 Capital 
Investments 

The Mayor should consider the reasons for concluding these 
unfavorable contracts for the municipality, and ensure that 
the requesting procurement units, prior to initiating the 
procedures, undertake a detailed analysis of the needs 
assessment, ensuring that the technical specification does 
not include unnecessary positions. 

Yes   
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3.1.5 Capital 
Investments 

The Mayor should ensure that a review of the capital project 
oversight process is carried out by relevant municipal 
officials, and take appropriate measures in the areas where 
oversight has not given the intended results. 

 The oversight processes of 
contracts are evident, however it 
has had progress. 

 

3.1.5 Capital 
Investments 

The Mayor should analyze in detail the issues why the 
procurement service did not consistently apply the contract 
provisions, and consider the reasons why certification 
controls failed to prevent payments made outside the terms 
stipulated by the contract. Additional control measures 
should be taken in order to ensure that such cases will not 
be repeated in the future. 

 Some issues have been 
improved, but have been 
identified payments that have 
been made for the 
unimplemented works during 
the physical examination. 

 

3.2.2 Receivables The Mayor should ensure the establishment of more 
improved and effective controls, in order for the recording 
and disclosure of receivable accounts balance to be accurate. 
A revaluation process should be initiated for all receivables 
and analyze the real collection opportunities. 

  No measures 
taken. 

3.3 Outstanding 
Liabilities 

The Mayor should ensure that all municipal liabilities are 
presented in AFS and that execution of payment is done in 
accordance with the deadlines as established by law and 
respective regulations. 

 Still has delays in payments, and 
for November were not reported 
liabilities in treasury. 
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Annex III: Letter of confirmation 

 

LETTER OF CONFIRMATION  

 

To: National Audit Office                                                                    Venue and date: 29.05.2018 

 

Honoured, 

We hereby confirm that: 

 We have received the draft audit report of the National Audit Office on the 2017 Annual 

Financial Statements of the Municipality of Gllogoc, 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:  

Ramiz Lladrovci 
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