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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 Na-

tional Audit Office undertakes regularity and performance 

audits and is accountable to the Assembly of Kosovo.  

Our Mission is through quality audits strengthen accounta-

bility 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 prac-

tices. 

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 taxpay-

ers’ and other stakeholders’ interests in enhancing public ac-

countability. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of Fushe Kosova Municipality 

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 Ig-

balle Halili (team leader) and Abdurrahmon Berbatovci dhe 

Arnisa Aliu (team members) 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 summarises the key issues arising from our audit of the 2017 Annual Financial State-

ments of Fushe Kosove Municipality, which determines the Opinion given by the Auditor General. 

The examination of the 2017 financial statements was undertaken in accordance with the Interna-

tional 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 01/11/2017.   

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 Senior Management and Staff for coop-

eration 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 an emphasis of matter, we would like to mention the fact that: 

•   Expenditures for Subsidies in the amount of €425,135 and for Goods and Services in the amount 
of €114,507 were budgeted and executed wrongly from the category of Capital Investments; 

• The value of Assets disclosed in the financial statements was inaccurate; and 

•  Contingent Liabilities in the financial statements were understated by €144,624. 

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  

 

 

 

 

Response of the Mayor 

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

sions, and is committed to address all recommendations given.  

 

  

Emphasis of Matter reflects 
weaknesses in control to confirm 

proper planning and classification 
of expenditures, and disclosure of 
Assets and Liabilities presneted in 

financial statements.

The Mayor should ensure that the AFS 
preparation process for 2018 includes the 

Managment's final review and the 
Decalaration of 2018 Financial Statements is 
not signed unless all necessary checks have 

been applied. (see chapter 2.1)

Significant weaknesses have been 
observed in several important 
finanical systems, including 

expenditures, handling of accounts 
receivables.

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

highlighted in this report, to idnetify the 
underlying causes and required actions to 

address them. (see issues 2 -14)

The process of implementing 
External Audit recommendations 
has not been addresed as required 
for development and improvement 

of the organisation.

The Mayor should  apply a rigourous 
process to ensure that prior year 
recommendations are actively 

implemented, and the progress is reported 
to the Management on a monthly basis. 

(see issue 15)

Governance arrangements related 
to risk management and 

management reporting require 
further improvement.

The Mayor should ensure for the issues 
arisisng from the area of general 

governance are addresses with increased 
responsibility and attention. (see issues 16-

17)



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

 

 6 

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 af-

fairs 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 audit of annual financial state-

ments. We have analysed 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’s 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 substan-

tive 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 sys-

tems and procedures operated. 
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2 Annual Financial Statements and other External Report-

ing 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 Fushe Kosove Municipality for the year ended on 31st of December 2017 

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

closure 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 Account-

ing Standards (according to cash based accounting), Law no.03/L-048 on Public Financial Manage-

ment and Accountability (as amended and supplemented) and Regulation MoF no.01/2017 on An-

nual Financial Reporting by Budget Organisations.  

Basis for the opinion 

The audit is carried out in accordance with International Standards of Supreme Audit Institutions 

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

sibilities for the audit of the AFS’ section of our report. We believe that the obtained audit evidence 

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

We draw your attention to the fact that: 

 The Municipality had executed payments from the capital investment code, in total amount 

of € 425,1351, which belong to the category of Subsidies and Transfers, as well as €114,5072 

which belong to the category of Goods and Services. These expenditures were budgeted and 

approved as Capital Investments, yet they do not meet the criteria to be considered as such; 

 The Municipality did not register in the assets register the following investments in the 

amount of €144,648, which were used for the construction and renovation of several houses 

for social housing. Failure to register assets has produced understatement of assets over 

€1,000. Also, Non-Capital assets (under €1,000) were understated by €20,665; and 

 The Contingent Liabilities in the AFS are disclosed based on the municipal lawyer's report. 

However, we have found that the value of the Contingent Liabilities presented in the law-

yer's report was inaccurate, since two lawsuits were understated by €188,584 while two other 

in the amount of €43,960 that were decided, still appeared in the report. Consequently, Con-

tingent Liabilities in general were underestimated by €144,624, the same being reflected in 

the AFS. Further on, if court decisions are decided in favour of the plaintiffs, the municipality 

is expected to sustain financial loss. 

Our opinion is not modified in relation to these issues. 

Responsibility of Management and Persons Charged with Governance for AFS  

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

financial statements in accordance with International Public Sector Accounting Standards – Finan-

cial Reporting under the Modified Cash based Accounting and for such internal control as manage-

ment 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 Financial Management and Accountability (as amended and supplemented).  

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

reporting process. 

                                                      
1 “Social Health and Awareness" in the amount of €220,163; "Plastic Foil“ in the amount of €14,160; "Plant House Con-

struction” in the amount of €33,925; "Tractor Sprayer" in the amount of €6,400; "lacto-freeze" in the amount of €11,130; 
"Motor cultivator" in the amount of €75,476; "Purchase of egg laying hens" in the amount o4 €251; two payments for 
“Agricultural mechanisms“ in the amount of €48,629; "Mill Mixer” in the amount of €15,000. 

2 "Road cleaning during the winter season” in the amount of €54,900; "Handling of Stray Dogs” in the amount of €14,937; 

"Accommodation Expenditures-Art-Harilaçi" in the amount of €3,440; " Dentistry Supplies “ in the amount of  €5,999; 

"Festival- Visions of Beyond" in the amount of €2,980; "Purchase of fuel-Wood“ in the amount of €15,000; "Elimination 
of illegal landfills “in the amount of €9,796; "Project D.D.D" in the amount of €7,455. 
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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 every material misstatement that might exist. Misstatements may 

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 disclo-

sures in the AFS. The procedures selected depend on the auditor’s judgment, including the assess-

ment 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 cir-

cumstances, 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 reasona-

bleness of accounting estimates made by the 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 and 02/2013; 

 Action Plan on implementation of recommendations; and  

 Requirements of Financial Management and Control (FMC) procedures; 

 Other budget reporting requirements such as: quarterly reports including, nine-month re-

port in time and procurement plan. 

Apart from issues emphasized in the Audit Opinion we have identified the following errors: 

 In the budget execution report, the final budget column, the allocated budget was not pre-

sented correctly in total value based on KFMIS; however, the difference is explained below 

the budget execution table. This situation was also noticed in the disclosures of the initial 

and final budget allocations, Article 14.6; 

 Liabilities were understated in the amount of €2,220; and 

 The number of contracted staff for special services was not correctly presented. The AFS 

showed 61 employees, while there were 58 people employed during the year. 

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 in all 

material aspects. 

In the context of other external reporting requirements, we have no issues to raise.  
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2.3 Recommendations related to Annual Financial Statements 

In relation to the above mentioned 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 address the underlying causes in a systematic and pragmatic manner 

to remove errors in the classification of non-capital expenditure and to ensure 

reporting of assets and liabilities.  

The Mayor should ensure that effective processes are in place to confirm that 

the 2018 AFS production plan formally addresses all compliance issues re-

lated to the AFS and includes Management review of the draft AFS with spe-

cific 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 

In general, the Municipality has a good system of controls in place in relation to its statutory obli-

gations. However, there are still some areas of concern that require further improvement. While, 

controls over the collection of revenues and investments have to be increased, in order for the Mu-

nicipality to collect them at a higher percentage. In addition, higher attention of the municipality is 

required to prevent execution of the direct payments from the Treasury. 

In the context of financial systems, controls over a range of spending areas require further improve-

ment. The main areas where more improvements are needed are Budget Planning and Expenditures 

by economic categories, including proper expenditure classification, contract management, man-

agement of liabilities and receivables. 

3.1 Budget Planning and Execution 

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

nomic categories. This is highlighted in the following tables: 

Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget3 
2017 Out-

turn 
2016 Out-

turn 
2015 Out-

turn 

Sources of Funds   9,540,837 11,376,373 8,544,687 8,210,069 8,268,351 

Government Grant -Budget  6504,864 6,565,272 6,491,101 6,261,168 6,399,365 

Carried forward from 
previous year4 –  

- 1,631,762 904,444 659,656 793,102 

Own Source Revenues5 3,035,973 3,035,973 1,072,629 1,181,936 1,055,547 

Domestic Donations - 130,343 63,534 69,309 - 

External Donations  - 13,023 12,979 38,000 20,337 

                                                      
3 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
4 Own Source Revenues unspent in previous year carried forward into the current year. 
5 Receipts used by the entity for financing its own budget.  
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The final budget is higher than the initial budget by 1,835,536.  This increase has resulted from in-

crease of Government’s grant, internal and external donations, and by revenues that are carried 

forward from previous year. 

The Municipality used 75% of the final budget in 2017, with a decrease by 8% compared to 2016. 

The budget execution remains at an unsatisfactory level and explanations for the current position 

are detailed below.  

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

Description 
Initial 

Budget 
Final 

Budget 
2017 Out-

turn 

2016  

Outturn 

2015  

Outturn 

Spending of funds by 
economic categories 

9,540,837 11,376,373 8,544,687 8,210,269 8,268,351 

Wages and Salaries 4,373,544 4,433,952 4,433,952 4,405,372 4,266,183 

Goods and Services  604,568 672,952 662,379 714,238 707,486 

Utilities 150,000 150,000 149,925 149,710 169,390 

Subsidies and Transfers 274,675 430,041 362,657 383,933 389,231 

Capital Investments  4,138,050 5,689,428 2,935,774 2,557,016 2,736,061 

Explanations for changes in budget categories are given below: 

 The increase in the budget for Wages and Salaries by €60,408 is a result of the Government's 

Decision; 

 The budget in the category of Goods and Services was increased by €68,384. The budget 

increase included the carried forward revenues in the amount of €55,384 and donations in 

the amount of €8,000 from the Czech Republic for the project "Other equipment", whereas 

from the Switzerland Government a direct payment of €5,000 was executed for the project 

“Renovation of RAE community homes”; 

 The budget for Subsidies and Transfers was increased by €155,366. The budget increase was 

made of carried forward revenues in the amount of €25,022 and the domestic donations, in 

the amount of €130,343; and 

 The budget in the category of Capital Investment was increased by the carried forward rev-

enues in the amount of €1,551,378. Despite the budget increase for Capital Projects, the level 

of execution was only 52%.  
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Issue  2 – Poor Budget Execution and Misclassification of Expenditures 

Finding  The municipality's budget management process has been quite challenging. 

Considering the fiscal period, a large percentage of expenditures has incurred 

at the end of the year. On the other hand, there is a setback in the execution 

of Capital Projects which also reflects on budget execution, with only 52%. 

The reasons for a low execution were mainly delays by the requesting direc-

torates to prepare the technical documentation of individual projects. Accord-

ing to the municipal officials, due to the increase in the number of inhabitants 

in the Municipality of Fushe Kosove, the volume of work in all directorates 

has increased, and had a negative impact in effectiveness of the Municipal 

works. 

Another important issue is the execution of the budget from direct payments 

from treasury based on court decisions in the amount of €184,720. Further on, 

there was also inadequate classification of expenditures by economic codes 

(see subchapter 2.1). 

Risk Poor initial planning and failure to carry out obligations in time increases the 

risk for the established municipal objectives will not be met. Further on, im-

proper classification of expenditures by economic codes results with their im-

proper presentation in the AFS. 

Recommendation 2 The Mayor should ensure that a thorough analysis of all factors influencing 

the implementation of the budget precedes the preparation of budget re-

quests. Planning and budgeting of certain projects should be done based on 

accounting plan approved by the Treasury.    

3.2 Revenues 

Revenues collected by the Municipality in 2017 were in the amount of €2,024,666. They relate to: 

revenues from property tax, construction permits, business activities, rental income, administrative 

fees, etc. Also, the Municipality had indirect revenues collected from traffic penalties and fines in 

the amount of €235,362. 

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2017  Re-

ceipts 
2016 Re-

ceipts 
2015 Re-

ceipts 

Own source revenues  3,035,973 3,035,973 2,024,666 2,262,738 2,288,351 

Total 3,035,973 3,035,973 2,024,666 2,262,738 2,288,351 

In 2017, the Municipality has collected 67% of planned revenues. Due to the increase of the budget 

ceiling from own source revenues, collection rate for this year was lower than in previous year. 
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Issue  3 – Failure to perform verification of registered properties 

Finding  The Municipality has not achieved to perform verification of a 1/3 of immov-

able 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 present 

records. According to the property tax register, the Municipality has regis-

tered 15,750 municipal properties, while there is no report on the property 

verification number in 2017.  

Risk Failure to perform verification of the properties for property tax purposes 

risks for the Municipality has insufficient information in the database. This 

will produce a negative impact on the assessment and billing of property tax 

and will result with understatement of revenues from this category. 

Recommendation 3 The Mayor should ensure that the verification of municipal property is done 

according to the law, in order for the property tax records are complete and 

to get the optimum benefits from this revenue. 

Issue  4 – Weaknesses in Management of Public Properties 

Finding  By testing the lists of 58 public property users (renting of collective apart-

ments in village Miradi e Epërme), only 15 families were provided with con-

tracts. Of the six tested samples we noticed that the contracts are not valid in 

terms of the time period. However, properties are still used without any for-

mal decision or renewal of the contract. 

Risk Lack of adequate controls and timely action by the Municipality regarding 

use of public property increases the risk for these properties will be misused, 

and for the planned assets will never be collected. 

Recommendation 4 The Mayor should as soon as possible undertake measures to provide the les-

sees with contracts for use of property in order to have a legal basis for col-

lection of revenues from renting of these properties. 

3.3 Wages and Salaries 

Wages and Salaries are paid through a centralised payment system. Controls that operate at local 

level in the Municipality relate to: a) checking payments every month by signing the payroll list, b) 

verifying possible changes that may be presented through application formats, and c) revising the 

budget for this category and reconciliations with the Treasury.  

Recommendations 

We have no recommendations in this area. 
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3.4 Personnel Management 

Personnel management is done on the basis of an internal regulation on organizing competencies 

and responsibilities of the Municipal Administration Bodies. 

Recommendations 

We have no recommendations in this area. 

3.5 Goods and Services and Utilities  

The final budget of Goods and Services in 2017 was €822,952 (including Utilities), out of which 

€812,304 were spent. Those relate to office supplies, maintenance and Utilities. 

 

Issue  5 – Recruitment through the Agreement on Special Services 

Finding  Two regular job positions (doctor and teacher), which were not related to spe-

cific duties, were covered by the Municipality through special service agree-

ments. For these employees, the Municipality applied a simplified recruit-

ment procedure as foreseen by the established legal acts, following the rec-

ommendation given at the intermediate stage. 

Risk Covering important positions by fixed- term agreement results in poor staff 

performance and monitoring, and increases the uncertainty for if adequate 

staff is recruited for such positions. 

Recommendation 5 The Mayor should provide a reasonable plan for work that is related to ser-

vices with special agreements. Further on, the additional needs for employees 

in regular position should be dealt with the relevant bodies and to find a rea-

sonable solution, and to be foreseen by budgetary planning. 
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Issue  6 – Improper segregation of duties 

Finding  In the contract "Purchase of Fuel - Wood" in the amount of €49,530, two of the 

three members of the Bid Evaluation Committee were also appointed as the 

supervisor of work/contract manager. 

While, according to the operational guidelines of public procurement on prin-

ciples of the segregation of duties, the officials who have been members of 

the evaluation committee cannot be assigned as project managers. 

This resulted from inadequate controls in procurement processes and failure 

to follow instructions from the procurement operating guidelines. 

Risk Failure to respect the principle of segregation of duties increases the risk for 

the internal controls are inadequate. 

Recommendation 6 The Mayor should ensure that the principles of segregation of duties are re-

spected when setting up different committees, in order to avoid potential con-

flicts of interest. 

3.6 Subsidies and Transfers  

The final budget of Subsidies and Transfers was €430,041, out of which €362,675 was spent in 2017. 

Those mainly relate to expenditures for sport and cultural activities, scholarships, subsidies for the 

farmers, as well as natural persons as individual beneficiaries who are in difficult socio-economic 

situation. 

 

Issue  7– Payment of Wages and Salaries from category of Subsidies 

Finding  Three6 payments in the total amount of €1,648 are made from the category of 

Subsidies, and these are not foreseen in the internal regulation of the Munic-

ipality for allocation of subsidies, these payments should be made from the 

category of Wages and Salaries. 

Risk Lack of proper controls to respect internal regulation will provide that the 

budget that is allocated for the category of subsidies is not spent as intended 

and plans will not be met. 

Recommendation 7 The Mayor should ensure that the payments for subsidies are made in accord-

ance with the internal regulation on allocation of subsidies, and that pay-

ments from this category are made only for those that meet defined terms and 

criteria. 

                                                      
6 “Off duty work ”in the amount of €900; “Compensation for death of  a family member” in the amount of €407 and 

“Early Retirement” in the amount of €314. 
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3.7 Capital Investments  

The final budget of Capital Investments was €5,689,428, out of which €2,935,774were spent in 2017. 

Those relate to investments in road infrastructure and other capital facilities. 

 

Issue  8 – Cooperation and Co-financing Agreements 

Finding  The Municipal Assembly had taken a decision on implementation of the pro-

ject "Establishment of Social Care, Home Care and Out-patient -Care 2017" as 

this project was not planned with the budget. In March 2017, a cooperation 

and co-financing agreement was signed between the non-governmental or-

ganization (NGO) and the Municipality, in total amount of €240,000. Based 

on the agreement, the Municipality participates in the amount of €222,819, 

while the NGO in the amount of €17,181. In the agreement it was specified 

that funds are transferred to the NGO account in two instalments, and the 

final report is made at the end of the project. 

Although approximately 93% of the budget is financed by the municipality, 

the municipality has transferred the budget to the NGO, carrying over the 

risks of not meeting the objectives. 

Further on, during the testing of expenditures we noticed that the project was 

not executed in accordance with the defined requirements (goals). While the 

focus of the project should have been in the health services, the project fo-

cused mainly on the administration and education sector, compensating 

wages for 60 employees in these sectors, while only 32 employees were com-

pensated in the health sector. 

Risk Transfer of Budget without supervision of on-going projects presents a risk 

for non-execution of projects in accordance with the set objectives. 

Recommendation 8 The Mayor should ensure that when they are co-financing a project they 

should be active and equal stakeholder in monitoring, implementation and 

oversight of these projects. It should also be ensured that future projects are 

implemented on the basis of program set objectives. 
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Issue  9 – Poor Supervision of Projects 

Finding  According to the Public Procurement Operational Guidelines7, “Segregation 

of Duties” means that the authority of a person/s to approve and sign ap-

proval in an area of responsibility does not include those of another area of 

responsibility. 

For the contract “Asphalting of roads in the village of Sllatinë e Vogël, 

Graboc, Henc and Miradi e Epërme” in the amount of €104,262 was estab-

lished a committee of the three members to oversee the project implementa-

tion. The same committee had also performed the technical receiving of 

works. 

Risk Failure to perform technical receiving of works from a different committee, 

other than the project implementation oversight committee, may result in re-

ception of technical works not according to the contracted items/value. 

Recommendation 9 The Mayor should ensure that the establishment of Committee for receiving 

of technical works is performed according to the established requirements, in 

order for the internal controls are more effective. 

Issue  10 – Non- approval of changes for project set items  

Finding  During the physical examination of the two8 projects we have come to the 

conclusion that the situation in the field does not fully comply with the project 

specifications and the technical report of the committee. It is established that 

during the works there were deviations - changes from the items set forth by 

the project. In one project the changes from the technical specification were 

in the amount of €1,440, while in the other project the change of items was in 

the amount of €600. These changes were not presented or justified in the tech-

nical report of the committee. Furthermore, there was no approval by the re-

sponsible persons for changes in project items. 

Risk Failure to identify changes during implementation of the projects shows that 

internal controls are inadequate, and do not provide a realistic status of the 

projects execution according to the set specifications. 

Recommendation 10 The Mayor should ensure that deviations from the projects are documented 

and justified in the reports of the Technical Receiving Committee, and poten-

tial changes are approved. 

                                                      
7 Article 62 Rules and Operational Guidelines on Public Procurement 
8 Project “Installing Public Lighting- Stage II ” ; Muzafere Ramadani; Maja e Goleshit; Ismajl Shllamniku; Haxhi Zeka; 

Pellazgë; Naser Hajrizi (Stage II)”, and the project  “Supply and Installing of Doors and Windows in Primary and Low 
Secondary School - Laura Skoti in village Graboc i Poshtëm” 
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3.8 Capital and Non-Capital Assets   

Asset management is an important part of financial management and control in the public sector. A 

proper asset management requires that the Municipality has a comprehensive view of assets, control 

and management procedures and constantly updates changes in its records. The main guideline in 

this area is Regulation no.02/2013 on management of non-capital assets in budget organizations. 

 

Issue  11 –Challenges in Inventory of Assets  

Finding  There were three committees established to perform inventory of non-capital 

assets. Committees had performed inventory of assets for administration, ed-

ucation and health sector, and inventory reports were produced for each sec-

tor. However, there was no comprehensive report to harmonize/compare it 

with asset registers. 

Risk Failure to prepare a comprehensive report may result in incomplete and in-

accurate asset registry. 

Recommendation 11 The Mayor should ensure that the committee prepares a comprehensive re-

port for the assets register is complete and accurate. 

Issue  12 -  Failure to define the Status on Use of Property  

Finding  In 2017, the Municipality had continued work on the construction of 36 

houses on social that have commenced in 2015. Out of these, 16 houses were 

finalised, while 20 houses were yet not finished. 

Construction of houses was done on private lands of beneficiaries, except for 

two homes which were built on public property. However, no legal rights 

and obligations were set by a Memorandum of understanding, especially in 

respect to the ownership of houses by beneficiaries of the municipal property. 

Risk Failure to clarify the status (rights and obligations) of houses can institute le-

gal issues or court disputes, for the municipality and for their users. 

Recommendation 12 The Mayor should ensure that in such cases the status of these proper-

ties/houses is defined and regulated, and that a valid agreement is signed 

between the Municipality and each beneficiary, defining all the rights and 

obligations of each party. 
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3.9 Handling of Cash and Cash Equivalents  

Petty cash is a small fund of money that is kept in the care and control of the budget organization, 

department or smaller budget units depending on budget allocations, and which is used to cover 

low value expenditures (up to €100). 

Recommendations  

We have no recommendations in this area. 

3.10 Receivables   

The Municipality has established an internal control system that oversees the process of receivables 

by managing them through the respective directorates. 

Accounts receivable at the end of 2017 were in the amount of € 3,032,173, including receivables from: 

property tax, rent from public facilities, income from property sale, operating license fees, construc-

tion permits, and rent from residential facilities in Miradi e Epërme. 

Compared to 2016, receivables have decreased, because the Municipal Assembly had taken the de-

cision not to invoice businesses-for operating activity taxes. Also, the reduction in property tax debts 

was affected by the decrease. Property tax billed for 2017 was in the amount of € 700,257, while only 

€ 317,777 or 45%was collected.  

 

Issue  13 – Challenges in management of the accounts receivable   

Finding  The increased value of receivables remains a challenge for the Municipality. 

Most of them are longstanding receivables from previous years. The lack of 

an analysis to identify/ the causes of non-collection of debts has resulted in a 

poor collection rate. 

Risk Failure to collect receivables will produce their statutory limitation, and thus 

become uncollectible by creating a direct financial loss for the Municipality. 

Failure to collect incoming revenues may affect the municipality's inability to 

meet spending plans, the number of potential projects to be financed from 

own source revenues.  

Recommendation 13 The Mayor should analyse the effectiveness of the available debt collection 

mechanisms, as well as propose additional measures and procedures to min-

imize the status of these accounts.  
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3.11  Outstanding Liabilities  

The statement of liabilities not paid to suppliers at the end of 2017 was €145,837. These liabilities are 

carried forward to be paid in 2018. However this only reflects part of the budgetary challenge faced 

by the Municipality.  

 

Issue  14 – Non-disclosure of Liabilities in the AFS 

Finding  The Municipality did not compensate teachers for off duty hours and the Out-

standing Liabilities were not disclosed in the AFS such as: 

 According to the officials, the number of students in the municipality 

of Fushe Kosova has increased in recent years. Lack of possibility to 

increase the number of staff-teachers, the Municipality had engaged 

existing teachers to teach additional classes (off duty hours). The out-

standing liabilities for payment of the remaining hours were €15,537; 

and 

 Further on, there were seven retired people from education depart-

ment, but retirement associated wages were not paid to them. Liabil-

ities to these retirees were in the amount of €10,211. 

Further on, in five cases the invoices/liabilities were not paid within the legal 

deadline of 30 days. 

Risk Failure to pay teachers and retirees within the legal deadlines increases the 

risk for the current expenditure plans are not accomplished, because the Mu-

nicipality will have to pay the Liabilities from previous year. This may also 

result in lawsuits or in direct payments from the Treasury. 

Recommendation 14 The Mayor should consider discussing the Outstanding Liabilities with the 

MoF when planning the budget, and to set budgetary priorities in execution 

of the Liabilities. Further on, to set specific policies for execution of the liabil-

ities in time, according to the legal deadline, in order to prevent entry into 

new Liabilities. 
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4 Progress in implementing recommendations 

Our Audit Report on the 2016 AFS of the Municipality resulted in 19 recommendations. The Munic-

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

At the end of our 2016 audit five recommendations have been implemented; seven were in process; 

and seven have not been addressed yet. Also, in 2015 were given 14 recommendations, of them, one 

have been implemented, four were in process, and nine have not been addressed by the Manage-

ment yet. 

The Mayor has discussed the 2016 audit report in the Municipal Assembly, but has not presented 

the progress achieved in relation to the implementation of the action plan on audit recommenda-

tions prior to submitting the AFS to the MoF. 

For a more thorough description of the recommendations and how they are addressed, see Annex 

II. 

 

Issue  15 – Implementing  Prior and Earlier Year Recommendations  

Finding  Even though the municipality has drafted an Action Plan (on delay), it was 

not supported by a confirmatory process that the implementation of recom-

mendations is formally monitored. This shows a lack Management’s attention 

to ensure that recommendations are being implemented in time, and re-

sponse actions are expected to be identified and addressed. 

As a result, some of the recommendations such as: poor classification of ex-

penditures, completeness of property registers, lack of a risk register, non-

renewal of contracts for municipal property users, improper management of 

liabilities, and increase of accounts receivables are constant findings in the 

audit reports of the recent years.  

Risk Failure to fully implement recommendations increases the risk for continued 

presence of the same weaknesses and may produce constant ineffective con-

trols, difficulties in managing challenges in meeting the objectives or even in 

financial loss. 

Recommendation 15 The Mayor should ensure that the action plan for  implementation of the rec-

ommendations is prepared on time, monitored on a regular basis and re-

ported on a regular quarterly basis regarding the progress achieved in this 

regard. Recommendations that are not implemented by deadlines should be 

revised by the Mayor in the shortest time possible, as well as taking pro-active 

actions 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 manage-

ment, independence of internal audit, and coordination of NAO with internal audit and good gov-

ernance 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 Fi-

nance. 

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  

Although the municipality has made a number of improvements in governance, there are still a 

number of areas that require further improvements. Poor implementation of the recommendations 

given in previous years remains a challenge for the Management, and they should take corrective 

measures in this regard. Poor budget execution in Capital Investments, insufficient efforts in risk 

management and other internal controls, and non-accomplishment of IAU program, reduces the 

assurance related to the functioning of financial systems. 

The Municipality has completed the self-assessment checklist (the questionnaire was supported by 

documentation), but proper risk management procedures have not been established yet. 

The local comprehensive socio-economic development strategy is established by the Municipality, 

and some other plans approved by the Municipal Assembly: the Integrity Plan for 2017-2019, Work 

Plan for 2017, as well as Education Development Plan for 2017-2019.   
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5.1 Internal Audit System 

The Municipality had established the Internal Audit Unit (IAU) that operates with two auditors.  

The Municipality IAU had planned six audits for 2017. Plans were done based on risk assessment 

and priorities. 

 

Issue  16 – Failure to implement Annual Audit Plan  

Finding  Out of the six audits planned by IAU for 2017, only three of them have been 

carried out. The partial implementation of the internal audit plan was due to 

ineffective management of activities by IAU. 

Risk Incomplete IAU program reduces the assurance related to the functioning of 

financial systems. Lack of effective internal audit activities can result in reoc-

currence of weaknesses in key internal control systems. Furthermore, the 

management may not be able to identify the weaknesses of the controls, and 

to respond in time for their elimination.  

Recommendation 16 The Mayor should ensure that the internal audit system operates effectively, 

in order to improve operational activities and the quality of the current inter-

nal controls, and to meet the objectives set out in the annual work plan. 

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, eval-

uation 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 op-

erate as intended, we have noticed that the measures applied require further improvement. 
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Issue  17 - Weaknesses in Management Controls and Risk Management  

Finding  Our review of managerial controls that are applied in the main municipal fi-

nancial system has revealed that all control in general require further , such 

as in management of expenditures through classification in adequate codes, 

management of contracts in  capital investments, handling of Outstanding 

Liabilities, and their timely payment, as well as specific actions in collection 

of receivables.  

The Municipality also has no written policies and procedures for managing 

risks in place, in particular the risk of fraud and irregularities. There is no risk 

register drafted according to FMC requirements, there is no risk management 

strategy, nor any report on their management has been prepared. 

   

Risk Poor accountability requirements and poor quality financial reporting reduce 

the effectiveness of financial management. This results in weaknesses within 

the budget process and reduces Management’s ability to respond to financial 

challenges in time. 

Recommendation 17 The Mayor should ensure that a review has been carried through to deter-

mine the form of financial and operational reporting to senior management, 

which is required to support effective management of the activity, and to en-

sure finding of an appropriate solution, within a reasonable period of time. 

Further on, in order to reduce the impact of risks to acceptable levels, the Or-

ganization 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 ap-
plied by NAO  

(extract from ISSAI 200) 

Form of opinion 

147. The auditor should express an unmodified opinion if it is concluded that the financial state-

ments 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 manage-

ment 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 misstate-

ment, 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 state-

ments 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 ma-

terial, 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 finan-

cial statements of any undetected misstatements could be material but not pervasive. 
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154. The auditor should express an adverse opinion if, having obtained sufficient appropriate audit 
evidence, the auditor concludes that misstatements, individually or in the aggregate, are both ma-
terial 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 dis-

claim 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 corre-
spond 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 mate-

rially misstated in the financial statements, the auditor should include an Emphasis of Matter para-

graph in the auditor’s report. Emphasis of Matter paragraphs should only refer to information pre-

sented 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 pre-

sented 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. Financial 
statements 

The Mayor should ensure that effective processes are in 
place to confirm that the 2016 AFS production plan 
formally addresses all issues raised including significant 
risks on misclassification of expenditure and disclosure of 
assets. This should also include management review of 
the draft AFS with specific focus on high risk areas and 
areas where errors have been identified. 

  No measures 
taken. 

2.3 Prior Year 
Recommendati
ons 

The Mayor should strengthen control and accountability 
measures against persons charged with addressing the 
recommendations that the actions defined in the Action 
Plan to be implemented, in particular in high risk 
identified areas and within the defined timeframes. 

  No measures 
taken. 

2.4  FMC Self-
Assessment 
Checklist 

The Mayor should ensure that that governance processes 
are followed by strategic planning, risk management and 
implementation of procedures to measure results against 
objectives. 

 Strategic plan and some other 
operational plans have been 
prepared, but the risk management 
plan has not been drafted yet. 

 

2.5.1 Risk 
Assessment 

The Mayor should ensure that the identification, risk 
assessment and measures to reduce risk to acceptable 
levels, considered in the highest levels of management. 
Further on, it should ensure that direct responsibility for 
risk management is delegated to a relevant director, who 
in coordination with Heads of unit to manage this 
process and will report regularly on risks. 

  No measures 
taken. 
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2.5.2 
Management 
Reporting 

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

 The Municipality has improved 
reporting on expenditures for 
Goods and Services, Specification 
(distribution) of Liabilities. 
However, there is still room for 
improvement such as in: 
Misstatements, Asset registration, 
management of Capital 
Investments, etc. 

 

2.6 Internal 
Audit System 

The Mayor should ensure that internal audit system 
operates effectively, with primary focus on the areas 
where risks are assessed as high and that the reviews 
address current year issues/activities. As priority areas 
for the audit could be: own source revenues, the 
provision of subsidies, misclassification of expenses 
repeated for years, etc. The Audit Committee should also 
draft a working plan defining work agendas and topics to 
be addressed during the year. 

 Recommendations have been made 
in the IAU reports in several 
important areas; however, failure 
to meet the IAU plan shows that 
this area is still challenging. 

 

3.3 Budget 
Planning and 
Execution 

The Mayor should ensure that budget performance is 
systematically monitored on a monthly basis and that this 
review identifies and addresses barriers to planned levels 
of budget execution. 

 Compared with 2016 receivables 
are lower, but the debt statutory 
limitation and their real collection 
possibility have not been analysed 
yet. 

 

3.4 
Procurement 

The Mayor should ensure that only those projects of 
capital nature are listed in budget tables for Capital 
Investments. Further on, internal review should be 
carried out to determine why procurement requirements 
were not addressed in all cases mentioned and the same 
shortcomings are not repeated in the future. 

  No measures 
taken. 
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3.5 Expenditure 
not related to 
Procurement 

The Mayor should ensure that financial controls on the 
way funds are spent is strengthened to ensure that all 
expenditures are made in line with the law on and 
relevant regulations. 

Yes   

 The Mayor should ensure that in co-financing cases in the 
future he will be an active and equal party when it comes 
to follow up, implementation and oversight of these 
projects. Such practices of financing and payments made 
under these agreements should be stopped, and instead it 
should be insisted that all payments are made only after 
services are rendered and invoice-based and based on 
progress of the agreements and not as advance payments. 

  No measures 
taken. 

3.5.2 
Remunerations 
(Wages and 
Salaries) 

The Mayor should ensure that expenditures are made in 
line with appropriations and no expenditure is made 
from category of Goods/Services and Subsidies for the 
category of Wages and Salaries. 

  No measures 
taken. 

3.6 Revenues The Mayor should urge relevant municipal departments 
to strictly implement the requirements of contractual 
provisions to persons these properties were sold or 
leased. Further on, an improved approach of planning 
revenue could be applied taking into consideration the 
analysis of the trend in recent years, and the current base 
of property tax burdens and potential construction. A 
subject to review should be the issue of putting in place 
efficient strategies and mechanisms for collection of debts 
from business taxes, not excluding the administrative 
measures (if necessary). 

  No measures 
taken. 
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3.7 Assets and 
Liabilities 

Despite our considerations for the work of the 
Committee, we recommend that the Mayor should 
ensure that the register of assets over €1,000 contains only 
assets owned by the municipality, and the recording 
process continues until the final recording of all assets. 

  No measures 
taken. 

3.7.2 Handling 
of Receivables 

The Mayor should ensure that a reassessment process is 
initiated, where all receivables in terms of age and real 
possibilities for collection are analysed. 

 In comparison with 2016 
receivables are lower, but they 
have not yet analysed the seniority 
of the age of  debts and the real 
possibilities for collection. 

 

Audit 
Component 

Recommendation given in 2016 Implemented In process 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 emphasis of matter. The 
budget process should be a reflection of the real costs, in 
order that all expenditures are classified according to the 
appropriate codes. Additionally, prior to submission of 
statements to the MoF, they must undergo a 
comprehensive review of their content and accuracy. 

  No measures 
taken. 

2.1 Progress in 
the 
Implementation 
of Prior Year 
Recommendati
ons 

The Mayor should consider the reasons why the prior 
year recommendations have not been implemented, and 
strengthen the control and accountability measures to the 
individuals in charge of fully addressing the 
recommendations, so that the actions foreseen by the 
Action Plan are fully implemented. In order to improve 
the process, progress reports pertaining to 

The implementation of the recommendations should be 
reviewed on the quarterly basis, and the accountability 
mechanism should be established. 

  No measures 
taken. 
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2.2 Self-
Assessment 
Checklist of 
FMC 
components 

The Mayor should ensure that a review of the list of risks 
has been implemented, improve the budget planning in 
order to avoid misclassification of expenditures and 
address other areas where weaknesses have been 
identified. 

  No measures 
taken. 

2.3.1  Setting of 
Strategic 
Objectives 

The Mayor should ensure the drafting of operational 
plans as well as outline an action plan for monitoring the 
achievement of results related to objectives, and establish 
effective oversight processes. 

 The Municipality could prepare 
only some of the operation plans. 
However, it is still required to 
prepare plans for all organizational 
units. 

 

2.3.2 
Management 
Reporting and 
Accountability 

The Mayor should ensure that the quality of management 
controls and budget oversight are reviewed critically and 
systematically in order to ensure that appropriate 
controls in areas with identified weaknesses are in place. 

 The municipality has improved the 
reporting of the AFS, and reporting 
of liabilities. However, there are 
still areas that require further 
improvement, such as: 
misstatements, misclassification, 
Registration of Assets and 
management of Capital 
Investments. 

 

2.4 Internal 
Audit System 

The Mayor should take concrete actions towards drafting 
an action plan for IA recommendations, and require from 
the responsible person where the recommendations are 
given. In order to formally report on their 
implementation, it should ensure that IAU focuses its 
reviews on areas that contain a high degree of operational 
risk, and for the Audit Committee to draft a working plan 
that will determine the topics which will be tackled with 
priority during the year. 

 IAU reports have given 
recommendations in several 
important areas, and management 
has begun to prepare action plans, 
but the internal auditor's annual 
work plan was not accomplished 
yet. 
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3.1.1 Revenues The Mayor should ensure that each facility is inspected, 
that no facilities are constructed before being provided 
with relevant permits in accordance with the Law on 
Construction and Urban Construction Conditions, and 
ensure that revenues are collected according to planning 
and regulation on tariffs and fees. 

Yes   

The Mayor should ensure that budget planning for the 
current year is based on current year's collections, so that 
revenues are consistent with planning and collection 
expectations. The municipality should make a concrete 
plan to minimize the accumulated debts from 2003. 
Taxpayers who pay debts under 

the law, should be removed from the municipal register 
for accumulated debts, and the list should be updated by 
the end of 2017, as well as conduct annual verification of 
1/3 of the properties of the municipality. 

  No measures 
taken. 

The Mayor should ensure drafting of a plan for collecting 
revenues from business activity fees , by billing every 
business on a regular monthly basis, ensuring that the list 
is up-to-date with active businesses that exercise activity 
and apply concrete measures for the reduction of 
accumulated receivables  

over the years. 

 The Municipal Assembly has 
decided that businesses should not 
be billed, but the management of 
receivables is still a challenge based 
on their increase from the previous 
year. 

 

The Mayor should take measures in providing the tenant 
with contracts in order to have a legal basis for the use of 
his property and to consider the real possibilities on 
dealing with outstanding debts from rents. On the 
contrary, public property must be restored to the full 
ownership of the municipality. 

  No measures 
taken. 
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3.1.2 Wages and 
Salaries 

The Mayor should review cases for which teachers are 
engaged and consider whether such engagements are 
appropriate for certain positions. In addition, to ensure 
that taxes and contributions are paid according to the 
applicable law on personal income tax. 

 Taxes and contributions have not 
been paid under the applicable law 
on source income tax, but it is 
being implemented in 2018.  

 

3.1.3  Goods 
and Services 
and Utilities 

The Mayor should ensure that all payments are made 
only upon application of all regular procurement 
processes, and once all legal requirements for public 
spending are met. 

Yes   

The Mayor should review the functions of internal 
controls on spending public money and ensure that all 
legal requirements are met when processing payments. 

Yes   

3.1.4 Subsidies 
and Transfers 

The Mayor should ensure that subsidy payments are in 
compliance with the internal regulation on the allocation 
of subsidies, and that payments from this category are 
made only for payments that meet the defined criteria 
and conditions. 

  No measures 
taken. 

3.1.5  Capital 
Investments 

The Mayor should ensure that the development of 
procurement procedures are conducted in conformity 
with the requirements of Article Eight (8) of the PPL, 
where it is required to estimate the annual needs of 
expenditures according to the budget and planned 
projects , respectively approved projects. 

Yes   

The Mayor should review why in the aforementioned 
case the procurement requirements were not applied, and 
ensure that in the future procurement procedures are 
developed in conformity with LPP requirements in 
awarding contracts only to responsible EO. 

Yes   
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3.2 Assets The Mayor should ensure establishing of internal 
procedures for asset management, inclusion of all assets 
in asset registers and complete the inventory, by drafting 
also a comprehensive report on non-financial assets. 

  No measures 
taken. 

3.2.2 
Receivables 

In order to have a comprehensive overview of the 
municipality receivables, the Mayor should ensure that 
internal procedures on accurate reporting of receivables 
are in place and apply the Law on Debt Forgiveness. 

 Compared with 2016 receivables 
are lower, but their statutory 
limitation and the real possibilities 
for collection of liabilities have not 
been analysed yet. 

 

3.3 Outstanding 
Liabilities 

 

 

The Mayor should take appropriate and timely measures 
for budget planning in order to fulfil the remaining 
liabilities, as well as establish effective policies for 
preventing entry into new obligations. The financial 
liabilities should be presented in the AFS only when the 
invoice is received in the municipality, whereas the 
contractual obligations should be disclosed 

separately. 

 Delays in execution of outstanding 
liabilities are still a challenge for 
the Municipality, while reporting 
of liabilities (disclosure) has 
marked a progress. 
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Annex III: Letter of confirmation  

 

LETTER OF CONFIRMATION  

 

To: National Audit Office                                                                    Venue and date: 12.06.2018 

 

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 Fushe Kosova, 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: 

Burim Berisha 
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