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The National Audit Office of the Republic of Kosovo is the 

highest institution of economic and financial control which, 

according to the Constitution and domestic laws, enjoys 

functional, financial and operational independence. The 

National Audit Office undertakes regularity and performance 

audits and is accountable to the Assembly of Kosovo.  

Our Mission is through quality audits strengthen 

accountability in public administration for an effective, 

efficient and economic use of national resources.  

We perform audits in line with internationally recognized 

public sector auditing standards and good European practices.  

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base for 

holding managers’ of individual budget organisations to 

account. We are thus building confidence in the spending of 

public funds and playing an active role in securing taxpayers’ 

and other stakeholders’ interests in enhancing public 

accountability. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Municipality of Klina 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 Arian 

Haxha (team leader) and Fanol Hodolli and Elvir Krasniqi 

(team members) under the management of the Head of Audit 

Department Luljeta Morina.  

 

 

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

http://zka-rks.org  
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Executive Summary  

Introduction  

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

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

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

International Standards on Supreme Audit Institutions (ISSAIs). Our approach included such tests 

and procedures as we deemed necessary to arrive at an opinion on the financial statements. The 

applied audit approach is set out in our External Audit Plan dated 27/11/2017.  

Our audit focus has been on: 

 

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

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

Municipality of Klina.   

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

cooperation during the audit process. 

Opinion of the Auditor General 

Qualified Opinion with Emphasis of Matter 

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

from overstatement by €146,109, due to presentation of indirect incomes (traffic and court fines), 

which are collected by central institutions. 

Emphasis of Matter 

As Emphasis of Matter we would like to mention the fact that: 

 A part of municipal property, as well as payments for capital projects in the amount of 

€135,320 have not been registered in the KFMIS register of assets. On the other hand, assets 

which are no longer owned by the Municipality have been included in the assets register. 

 The register of assets under €1,000 (e-Assets) has not yet been updated with data from the   

Directorate of Health and Education. 

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

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

The Annual Financial 
Statements

Financial Management 
and Control

Prior and earlier year 
Recommendations 
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Key Conclusions and Recommendations  

 

 

 

 

Management response to audit 2017  

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

to address all given recommendations. 

  

The Qualification of Opinion and 
Emphasis of Matter reflect 

weaknesses in controls to confirm 
fair and accurate  presentation of 
revenues in financial statements , 

and full asset registration. 

The Mayor should analyse the reasons for 
Qualification of the Opinion and Emphasis 
of Matter in 2017 and identify the actions 

required to provide a fair and true 
presentation of Revenues and Assets in 

2018 (see chapter 2.1).

Controls in the management of 
revenues, liabilities, procurement 
and asset management have not 

functioned properly and therefore 
have not been able to prevent 

systematic deficiencies in these 
areas.

The Mayor should make a detailed 
assessment of the areas highlighted in this 

report to identify the reasons  behind 
weaknesses and to identify actions  

required to address them (see issues 2 to 
13).

The response to external and 
internal audit recommendations is 
not being addressed as required for 
the development and improvement 

of the organization

The Mayor should implement a rigorous 
process to ensure that recommendations 

are actively addressed where key issues / 
progress reports are reported to the 

management on a monthly basis (see 
issues 14-15).

Governance arrangements in 
relation to accountability and risk 

management are poor.

The Mayor should ensure that governance 
arrangements are  revised critically to 

ensure that adequate changes are made to 
improve accountability, management 

reporting and risk management (see issue 
16).
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1 Audit Scope and Methodology 

Introduction  

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

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

opinions on: 

 Whether the financial statements give a true and fair view of the accounts and financial 
affairs for the audit period; 

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

 The appropriateness of internal controls and internal audit functions; and 

 All matters arising from or relating to the audit. 

Audit work undertaken reflected our audit risk assessment for the Municipality of Klina. 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 (AG) opinion. 

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

observations and recommendations in each area of review.  

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

substantive tests and related governance arrangements to the extent considered necessary for the 

effective performance of the audit. Audit findings should not be regarded as representing a 

comprehensive statement of all the weaknesses which exist, or all improvements which could be 

made to the systems and procedures operated. 
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2 Annual Financial Statements and other External 

Reporting Obligations   

Introduction  

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

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

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

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

The declaration regarding presentation of the AFS incorporates a number of assertions relating to 

compliance with the reporting framework and the quality of information within the AFS.  These 

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

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

2.1 Audit Opinion  

Qualified Opinion with Emphasis of Matter  

We have audited the AFS of the Municipality of Klina for the year ended on 31st of December 2017 

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

the Explanatory Notes of the Financial Statements.  

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

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

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

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

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

Financial Reporting by Budget Organisations.  

Basis for Qualified Opinion 

Collected revenues during 2017 were overstated by €146,109 because, have incorrectly included 

revenues from traffic and courts fines1. This has resulted in a material error in the presentation of 

revenues in the Annual Financial Statements and therefore we have qualified our 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 AFS’ section of our report. NAO is independent of 

                                                      
1 Revenues collected by traffic and court fines are presented in the AFS as central institutions revenues collected by them 

(Kosovo Police, Kosovo Judicial Council, and Kosovo Forestry Agency”).  
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the Municipality in accordance with the ethical requirements that are relevant to our audit of the 

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

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

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

Emphasis of Matter 

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

 A part of the Municipal property such as two cars, five shops/business buildings, two 

apartments, 25 hectares of land, and five payments for capital projects in the amount of 

€135,320 have not been registered in the accounting register of KFMIS. On the other hand, 

six tractors and four tractor trailers that are no longer owned by the municipality have 

been included in the KFMIS accounting register; and 

 The register of assets under €1,000 (e-Asset) has not yet been updated with data from the 

Directorate of Health and Education. 

This reflects inaccuracies in asset registers and in their inaccurate disclosure in the AFS of 2017. 

Our opinion is not qualified in relation to this issue. 

Responsibility of the Management and Persons Charged with Governance for AFS 

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

financial statements in accordance with International Public Sector Accounting Standards – 

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

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

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

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

supplemented).  

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

reporting process.  

Auditor General’s Responsibility for the Audit of the AFS  

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

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

requirements and plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatements. 

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted 

in accordance with ISSAIs will detect any material misstatement that might exist. Misstatements 

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

could influence the decisions taken on the basis of these AFS. 
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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  

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 on Expenditure of Public Money; 

 Compliance with Financial Rule no.02/2013 on Asset Management; 

 Action Plan on implementation of recommendations; and  

 Requirements of Financial Management and Control (FMC) procedures. 

 Initial and Final Procurement Plan; 

 Regular Quarterly Reporting to the Municipal Assembly and discussion of IA  and CAO 
reports by MA; and 

 Regular Quarterly Reporting to the Treasury, including Nine-month Statements. 

We consider that the Municipality has misclassified expenditures, overstating capital investments 

by €21,840 due to the payments made by this category for snow clearance, while by its nature 

these expenditures belong to Goods and Services. This has resulted in inadequate presentation of 

expenditures of relevant categories.  

Given the above - the Declaration made by the Chief Administrative Officer and Chief Financial 

Officer when the draft AFS are submitted to the Ministry of Finance can be considered correct, 

apart from issues that are identified in Basis of Opinion and Emphasis of Matter.  

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 

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 presentation of information in the AFSs. Further 

on, all assets, including their properties as well as non-capital assets, should 

be recorded in the assets register, while assets that are no longer in the 

ownership of the Municipality should be removed from the registers. 

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

confirm that the 2018 AFS production plan formally addresses all issues 

related to compliance. Further on, it should also include the Management 

review of the draft AFS with specific focus on high risk areas and/or areas 

where errors have been identified in previous years. The Declaration made 

by the Chief Administrative  Officer and Chief Financial Officer should not 

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

Introduction 

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

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

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

Assets and Liabilities. 

Financial Management and Control Conclusion 

In the context of financial systems, controls over a range of areas including revenues and 

expenditures require further improvement. 

Main areas that require further improvements are: full implementation of procurement 

procedures especially in the area of capital investment where in some cases the municipality has 

failed to fully respect legal requirements during when carrying out procurement activities. Also, 

the municipality should consider increasing control in the category of revenues, accounts 

receivable, and timely payment of liabilities. Asset management and reporting is still a challenge 

for the Municipality.  

3.1 Budget Planning and Execution 

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

economic categories. This is highlighted in the following tables:. 

Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget2 
2017 

Outturn 
2016 

Outturn 
2015 

Outturn 

Sources of Funds   8,645,555 9,270,769 8,742,972 8,271,869 8,611,908 

Government Grant -Budget  7,615,034 7,814,738 7,726,650 7,511,739 7,616,657 

Carried forward from 
previous year3 –  

- 328,662 
305,515 

196,119 351,515 

Own Source Revenues4 1,030,521 1,030,521 614,981 522,829 599,139 

Domestic Donations - 17,022 16,000 31,362 40,447 

External Donations  - 79,826 79,826 9,820 4,150 

                                                      
2 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
3 Own Source Revenues unspent in previous year carried forward into the current year. 
4 Receipts used by the entity for financing its own budget.  
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The final budget is higher than the initial budget by €625,214 or 7%. This increase is a result of 

external and domestic donations in the amount of €96,848, by Government Decision on increase of 

grant in the amount of €199,704, and revenues carried forward from the previous year of in the 

amount of €328,662. 

BO used 94% of the final budget in 2017 or €8,742,972. The level of budget execution is same as in 

2016 (94%). 

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 

8,645,555 9,270,769 8,742,972 8,271,869 8,611,908 

Wages and Salaries 5,656,411 5,675,310 5,669,197 5,674,868 5,570,740 

Goods and Services  660,364 671,720 618,254 606,417 620,164 

Utilities 151,258 221,405 200,330 161,095 170,353 

Subsidies and Transfers 65,767 78,235 76,899 61,656 79,502 

Capital Investments  2,111,755 2,624,099 2,178,292 1,767,833 2,171,149 

Explanations for changes in budget categories are given below: 

 The increase of the final budget on Wages and Salaries (by €18,899) compared to the initial 
budget has resulted by increase of the carried forward revenues in the amount of €6,700, 
donations in the amount of €11,597 and the government decision in the amount of €602. 
Execution of the budget for this category is 99.9%; 

 The increase in the final budget for Goods and Services is a result of the increase from the 
carried forward revenues of €11,356. Execution of the budget for Goods and Services is 
92%; 

 The increase of the final budget for municipal expenditures (by €70,147) compared to the 
initial budget is a result of the increase from the carried forward revenues in the amount of 
€147 and government decision in the amount of €70,000. Execution of budget for municipal 
expenditures is 90.5%; 

 Also, the increase in final budget for subsidies and transfers compared to the initial budget 
is a result of the increase from the carried forward revenues in the amount of €12,468. 
Execution of budget in this category was 98%; 

 The final budget for capital investments compared to the initial budget has increased by 
€512,344. The increase has resulted from the carried forward revenues of €297,991, 
donations in the amount of €85,251 and the government decision in the amount €129,102. 
Execution of budget in this category is 83%. 

Recommendations   

We have no recommendations in this area. 
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3.2 Revenues 

Revenues generated by the Municipality of Klina in 2017 totalled in the amount of €663,268.  These 

relate to the revenues on property tax, construction permits, administrative fees, business 

activities, rent, etc. 

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2017  

Receipts 
20165 

Receipts 
2015 

Receipts 

Own source revenues  1,030,521 1,030,521 663,268 698,936 643,615 

Total 1,030,521 1,030,521 663,268 698,936 643,615 

Tax on Property that was billed during 2017 was €332,509, out of which €135,086 or 41% was 

collected. Apart from revenues shown in the table, the Municipality of Klina has incurred indirect 

revenues from traffic penalties in the amount of €146,109. 

It is worth to point out that the Municipality has achieved to perform verification of 3,728 

properties, out of 11,604 registered properties in the property tax database.  

 

Issue  2 – Failure to apply quality of construction on evaluation and tax on property 

Finding  The Municipal Property Tax Office does not take into account the quality of 

the premises when calculating the tax charge. According to AI No. 03/2011 

on collection and registration of property information and taxpayer, the 

status of premises according to the construction quality expressed in 

coefficient, which depending on the condition of the facility (poor, 

moderate, good, and excellent) increases or decreases the tax charge. 

According to the property tax officials, non-application of construction 

quality criteria in 2017 has resulted from lack of staff.   

Risk Failure to perform classification of construction state may lead to incorrect 

taxation that is not in line with the real state of property, and this may 

produce overcharging/undercharging of taxpayers in relation to the 

legislation requirements. This may also affect in collection of revenues on 

property tax  

Recommendation 2 The Mayor should ensure that the necessary actions are undertaken to 

perform correct calculation of the tax charge on taxpayers, applying the 

construction quality criteria in accordance with the coefficients set by the 

legislator. 

                                                      
5 Receptions for 2016/2015 also include indirect revenues. 
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3.3 Wages and Salaries 

The Municipality has achieved to use 100% of the final budget on Wages and Salaries, which are 

paid through a centralised system managed by the Ministry of Public Administration and MoF. 

Monitoring by competent officials and signing of payroll lists are key controls applied by the 

Municipality.  

 

Issue  3 – Failure to respect criteria on public announcement 

Finding  In the following two cases we found that the Municipality had employed 

staff without public announcement. A Class Teacher was hired at the PLSS 

“At Gjergj Fishta” in Jagodë and, one official/assistant was hired for High 

School”Tre dëshmorët” in Jashanica, not applying employment procedures. 

Based on Article 8 of the Law on Labour no.03/L-212, whenever an 

employer recruits and sets a working relationship with an employee, the 

employer is required to announce public completion.  

Further on, the PLSS “At Shtjefën Gjeqovi” in Zllakuqan has announced a 

public vacancy for the position of the School Director on 13/06/2017 and it 

was cancelled by the committee on 17/07/2017 due to the lack of sufficient 

competition. The same vacancy was announced again on 20/07/2017 and 

after the completion of the interview by the interview panel; it was 

cancelled again due to unsatisfactory results of the candidates. However, 

one of the candidates from cancelled competition (due to the poor results 

shown by the applicants) as Acting to this position was appointed by the 

decision of the Mayor. Further on, the nominee as Acting to this position 

had not been part of this school staff. 

Risk Employment of staff not applying competition disrespects the principle of 

competition, transparency and equal treatment and at the same time 

increases the risk that the staff employed will not be competent for the 

assigned position. Furthermore, this may also affect the quality of education 

in schools. 

Recommendation 3 The Mayor should review the reasons for not adhering to the employment 

procedures as foreseen by the relevant legislation, and establish appropriate 

controls to ensure that employment of the officials is made only through 

public competition. 
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3.4 Goods and Services and Utilities  

The final budget of Goods and Services and Utilities in 2017 was €671,720, out of which €618,254 

or 92% were spent. Those mainly relate to the payments for Utilities, trips, telecommunication, 

services, purchase of furniture and equipment, fuel, registration and insurance services, 

maintenance and other. 

The Municipality has planned 108 procurement activities but has completed 66 of them, due to 

lack of incentives for activities from requesting activities. We consider that the Municipality 

assigns contract manager who confirm performed work/goods/received services before payment. 

Recommendations 

We have no recommendations in this area. 

3.5 Subsidies and Transfers  

The final budget of Subsidies and Transfers was €78,235, out of which €76,899 or 92% were spent 

in 2017. Those mainly relate to supporting of cultural activities, sports and one-time payment. 

 

Issue  4 – Lack of feedback in reasoning of Subsidy 

Finding  In one case, the beneficiary of the subsidy in the total amount of €9,000 had 

not prepared financial reports and did not provide any evidence that would 

prove that the subsidy was used to its purpose. Decision of the Directorate 

of Culture, Youth and Sports no. 451-2774/2017 point IV, on execution of 

the of the Municipal Assembly decision defines that the beneficiary of the 

subsidy should submit an expenditure feedback report to the municipality.  

Risk Failure to report subsidized beneficiaries related to the implementation of 

subsidized projects increases the risk for the funds will be used for other 

purposes, and the set objectives will not be met, subsequently resulting in 

budget loss. 

Recommendation 4 The Mayor should ensure that subsidy beneficiaries are reporting back on 

use of funds, and when funds are not used to its purpose, should undertake 

legal action against subsidy beneficiaries. 
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3.6 Capital Investments  

The final budget for capital investments was €2,624,099. Of them, in 2017, the Municipality spent 

€2,178,292. They relate to infrastructure regulation, construction of buildings, road asphalting, 

sewage equipment, various capital repairs, and so on. 

The Municipality had planned 56 procurement activities, but had carried out 44 activities, or 12 

less on planning. Some of the planned activities could not be realized due to lack of funds. 

Management had set sufficient controls in place confirming the execution of work before each 

payment, and had assigned a contract manager to each contract. 

 

Issue  5 – Bid Evaluation not in compliance with the LPP 

Finding  In the procurement procedure for “Road Asphalting: Lot 1 - in Jashanica 

village Myrtaj quarter and Lot 2 - in village Shtupel - Bakaja quarter”, the 

Municipality eliminated the economic operator who had offered the lowest 

price for both lots (value of the bid: Lot 1 - €61,106, and Lot 2 - €54,643), with 

reasoning that based on the contract notice EO can bid only in one lot, while 

EO had bid on both lots. In this case they have awarded a contract with the 

highest bidder, who had bid only in one lot (contracts worth Lot 1 - €66,981 

and Lot 2-€60,131). 

The elimination of the EO only because has provided offers for both lots is a 

breach of Article 27/A of the LPP, and Article 19 of the Procurement 

Regulation, which specifies that the contracting authority may divide the 

procurement activity into homogeneous or heterogeneous lots and limit the 

number of procurement lots that can be awarded to a bidder, but economic 

operators are free to choose on what parts they will bid. This was because 

there were discrepancies between the procurement regulation Article 19.2 

and the Article 27 of the LPP, where the PPRC then issued a decision to 

amend this Article of the PP Regulation. 

Risk Elimination of the economic operator who offered the lowest prices on the 

grounds that have provided the offer in both lots is a breach of the LPP and 

may result in budget loss. 

Recommendation 5 The Mayor should ensure that the evaluation of the tenders will be made in 

accordance with the legal requirements and that in case of discrepancies 

between the provisions of the LPP and the provisions of the PP Regulation, 

the provisions of the PPL shall prevail. However, in such cases a legal 

interpretation from the PPRC may be required. 
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Issue  6 -  Shortcomings in Bid Evaluation 

Finding  In the procurement activity for the construction of sewerage in Jashanica Lot 

1 - Shpati and Bajraktari quarter, the Municipality eliminated the economic 

operator who had the lowest value offer (value of the bid €48,448) with the 

reasoning that the points 4 and 5 (determining validity of tender) of the 

Tender Submission Form did not contain narrative description by the EO, 

although tender security was submitted as a valid document. Based on the 

LPP Article 59.2 and Article 59.4, the contracting authority/municipality 

may request written explanations from the EO, and may consider a 

responsive tender even if it contains errors or uncertainties that can be 

corrected without changing the material conditioning, not causing material 

change in the criteria and other tender dossier requirements. However, the 

Municipality had not requested additional explanation for this case and had 

awarded with a contract another bidder at a price of €82,191, exceeding the 

planned budget for this project. 

Risk Elimination of favourable price bidders for technical errors, and awarding 

of contracts to significantly higher price bidders, results with budget loss 

and increases the risk to become subject of legal procedures, due to non-

compliance with the rules and incorrect treatment of competitors. 

Recommendation 6 The Mayor should ensure that functional controls are established to 

guarantee a correct bid evaluation, in accordance with legal requirements, to 

get optimum value for money spent. 

Issue  7 -  Registration of expenditures by inadequate economic codes 

Finding  Expenditures in the amount of €282,581 for Capital Investments were 

incorrectly recorded by economic code 31910 as advance payment for 

Capital Investments, although they were spent on road construction, 

facilities and fixing rivers. 

Risk Registration of expenditures by inadequate economic codes results in 

incorrect presentation and disclosure of expenditures based on the real 

nature of expenditure within a particular category. 

Recommendation 7 The Mayor should ensure that the recording of expenditures is done by 

adequate codes, according to the KFMIS accounting plan, in order to 

provide and disclose correct information to the reviewer of the financial 

reports. 
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3.7 Common Issues on Goods and Services and Capital Investments  

The following common issues relate to Goods and Services and Capital Investments:  

   

Issue  8 – Payments by Court Decisions 

Finding  According to court decisions during 2017, a payment of €14,816 was 

executed by the Treasury. In this case the municipality paid €3,000 

additional expenditures for court proceedings, enforcement procedure and 

interest. These payments resulted mainly from delays in settlement of 

liabilities. 

Risk Execution of payments based on court decisions will result in budget loss, 

due to the presentation of enforcement procedure expenditures, interest, 

taxes, etc. 

Recommendation 8 The Mayor should ensure that a detailed analysis of the causes of the 

execution of payments by court decisions is made, and undertake necessary 

actions to address them, in order to eliminate additional payments for court 

decisions. 
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Issue  9 – Failure to adhere to principle on segregation of duties 

Finding  For all signed contracts during 2017, by the decision of the procurement 

manager are assigned project managers, and in most of the cases the same 

officer was assigned. While in two cases, contract management plans were 

not prepared. According to the LPP and the Operational Guidelines, the 

Chief Administrative Officer (CAO) is responsible for appointment of the 

project manager for each contract, and the contracting authority should 

draft a contract management plan. 

Further on, based on the Regulation no. 02/2013 on Asset Management, the 

CAO decides and establishes the committee for receipt of non-financial 

assets. While the committees for oversight and technical acceptance were 

established with the decision of project managers. 

Risk Failure to respect the principle on segregation of duties, apart from 

breaching relevant legislation, increases the risk for conflict of interest 

and/or reduces objectiveness in accomplishment of the assigned tasks. Lack 

of contract management plans may result in low quality of 

works/goods/services and in low value for the money spent. 

Recommendation 9 The Mayor should ensure that project managers for each contract and 

committees for oversight and technical acceptance are established by the 

decision of the competent officer, based on applicable legislation. Contract 

management plans should also be prepared by responsible officers. 

Issue  10 – Poor planning of indicative quantities of framework public contract 

Finding  In the procurement activity (public framework contract) for servicing and 

maintenance of photocopy machines, printers, scanners and other printing 

devices, in this tender dossier, the Municipality did not foresee correctly the 

indicative quantity of supplies/services, as provided for in Articles 9, 17 

and 38 of the Law on Public Procurement. 

Risk Lack of a formal assessment of the needs/requests in quantitative and 

timely terms results in uneconomic and ineffective procurement. Also 

budget estimates may be inaccurate and the Municipality may have to put 

up with problems in future financial execution of the contract. 

Recommendation 10 The Mayor should ensure that the requesting units carry out approximate 

estimates for supply/purchase purposes, prior to initiating procurement 

activities for signing public framework contracts, as provided for by the 

LPP. 
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3.8 Capital and Non-Capital Assets   

According to the KFMIS accounting register, the net asset value (over €1,000) is €81,399,964, while 

the value of presented non-capital assets (under €1,000) is €22,000. However, we have observed 

the following shortcomings: 

 

Issue  11 – Shortcomings in Asset Management  

Finding  Regulation on Asset management requires preparation of inventory report 

before preparation of the AFSs, so that the inventory committee is able to 

compare inventory status to the status of the non-financial assets register. 

The Municipality established an inventory committee at the end of the year, 

but it has not managed to complete this process before preparation and 

submission of the AFS. 

Further on, the Municipality has not drafted an internal regulation or 

procedure which clearly defines responsibilities of each asset assigned 

officer in case of alienation or damage to assets according to the Article 4 of 

Regulation 02/2013 on Asset Management. 

Risk Poor commitment in updating asset register produces lack of accurate and 

complete information of owned property. This increases the risk for misuse, 

alienation property is misused, lost, or alienated, and subsequently results 

in incorrect presentation of their status in the AFSs. 

Recommendation 11 The Mayor should ensure that the Committee has finalized the inventory 

report before preparing the AFSs. The report should include a comparison 

of the physical status to the register status. If there are differences 

established, they should be disclosed in asset and in accounting register. 
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3.9 Receivables    

The Municipality of Klina has presented receivables in total amount of 1,923,000.  Those relate to: 

tax on property in the amount €1,235,000, tax on business activities of €509,000, renting of 

municipal apartments €79,000, renting of public premises of €85,000, rent on use of property of 

€13,000, and open market renting in the amount of €1,000. 

 

Issue  12 – Payment of rent   

Finding  Compared with previous year, the Municipal Accounts Receivables were 

increased by €122,000. However, the Municipality did not have a plan in 

place, and did not take any action in order to collect them. 

Risk Lack of control and failure to apply proper measures will not allow 

collection of revenues, and increase the risk for statutory limitation of the 

requests.  

Recommendation 12 The Mayor should actively ensure all available options, including legal 

means, to ensure collection of agreed revenues. 

3.10 Outstanding Liabilities  

The statement of liabilities not paid to suppliers at the end of 2017 was €192,000. Compared with 

previous year Liabilities they were increased by 2%, whereas the value of Liabilities at the end of 

2016 was €188,000. Those are carried forward to be paid in 2018.  

 

Issue  13 – Delays in payment of invoices 

Finding  In seven cases the invoices/obligations towards suppliers in total amount of 

€38,896 were paid by the Municipality after the legal deadline of 30 days. 

Based on Article 39 of the Law on Public Financial Management, budget 

organizations are obliged to proceed with the payment of any received valid 

invoice within thirty days. 

Risk Poor controls in management of Liabilities increase the risk of entering into 

liabilities without sufficient funds, or to become subject to legal actions, by 

producing additional expenditures and budgetary difficulties for the 

upcoming years. 

Recommendation 13 The Mayor should ensure that all payments are carried out within 30 days 

upon reception of the invoice, as required by the LPFMA. 
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4 Progress in implementing recommendations 

Our Audit Report on the 2016 AFS of the Municipality of Klina resulted in 17 recommendations. 

The Municipality of Klina prepared an Action Plan stating how all recommendations will be 

implemented. However, sufficient actions are not taken since Action Plan was not fully 

implemented, and the same weaknesses are repeated in several areas. 

At the end of our 2017 audit eight recommendations have been implemented; three were in 

process; and six have not been addressed yet. Also, from the year 2015, 16 recommendations were 

carried forward and in 2017, five have been implemented, eight recommendations were in 

process, and three have not been addressed yet. For a more thorough description of the 

recommendations and how they are addressed, see Annex II. 

 

Issue  14 – Poor Implementing of Prior and Earlier Year Recommendations  

Finding  Although the municipality has drafted an action plan on time, only a part of 

last year's recommendations have been implemented because the 

Municipality has not followed any formal process to manage and monitor 

the manner of implementation of the Auditor General's recommendations. 

Municipality management does not apply any accountability measures for 

non-implementation of recommendations.  

Risk Failure to implement recommendations increases the risk for constant 

presence of the same shortcomings, and may result in poor management 

and reporting of expenditures. 

Recommendation 14 The Mayor should ensure that the implementation of the Action Plan is 

monitored continuously and reported on a regular monthly or quarterly 

basis with respect to the progress made. Recommendations that are not 

implemented by deadlines should be revised by the Mayor as soon as 

possible, and pro-active actions should be taken against the barriers that 

may arise during the implementation.  
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5 Good Governance 

Introduction 

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

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

good governance with public assets. 

A key tool supporting effective governance is the implementation of audit recommendations as 

this demonstrates that Management are seeking to develop existing processes and controls. The 

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

assessment checklists completed by all BOs, which are submitted at the end of the year to the MoF. 

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  

The Municipality of Klina during 2017 had made improvements in governance by drafting and 

approving the local economic development strategy, urban plans, emergency operational plan and 

integrity plan. However, the Municipality had not yet compiled a risk register and a risk 

management plan. 

Also, our audit has highlighted the presence of some shortcomings such as poor managerial 

reporting, inadequate monitoring in full implementation of CAO recommendations, low level of 

implementation of IAU recommendations and non-functioning of the Audit Committee. 
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5.1 Internal Audit System 

In the Municipality of Klina is established the Internal Audit Unit (IAU) which operates with two 

auditors. IAU had drafted its strategic plan and annual work plan for 2017, planning and carrying 

out all six audits. 

 

Issue  15 – Poor implementing of IAU recommendations and limited functioning of Audit 

Committee 

Finding   Our audit has identified some weaknesses in the internal audit system and 

that as follows: 

 Although IAU had carried out six audits in 2017 and provided valid 

recommendations for improvement, the Management, respectively 

the audited entities did not draft plans to address the internal audit 

recommendations, and due to this there were setbacks in their 

implementation. Out of 29 given recommendations in 2017, only 

three recommendations were implemented, five were in the process 

of implementation, and 21 recommendations were not addressed at 

all; and 

 The Audit Committee had convened four times during 2017, of 

which three meetings were held at the end of the year, and therefore 

they were was almost ineffective and had not given due importance 

to the internal audit and/or general management in the 

municipality. 

Risk Failure to prepare action plans and non-functioning of the Audit Committee 

reduces the possibility to oversee IAU activities and to further strengthen 

the role of internal audit. Further on, this may result in failure to address 

weaknesses in the internal control system.  

Recommendation 15 The Mayor should analyse the causes for non-functioning of the Audit 

Committee, and should undertake action to ensure its effective and full 

functioning,  as well as preparing and executing the plan for implementing 

IAU recommendations, to obtain optimum use of the IAU's services. 

  



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

 

 
25 

5.2 Management Reporting, Accountability and Risk Management 

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

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

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

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

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

risks threatening the Organization. 

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

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

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

 

Issue  16 – Shortcomings in High Level Management Controls – High Priority  

Finding  The current format of managerial reporting does not provide a basis for an 

effective internal controls since, written reporting to senior management is 

made only on demand and not on a regular basis. As a result of poor 

controls, shortcomings have been observed in the area of revenues, 

procurement, subsidies, recruitment of staff, and asset management. 

Further on, Municipality of Klina also has no written policies and 

procedures in place for risk management. There is no risk register compiled 

according to the FMC requirements, which would set anticipated risks 

towards the set objectives, manner of management and responsible units for 

undertaking necessary actions. 

Risk Poor accountability requirements and poor quality financial reporting 

reduce the effectiveness of financial management. This results in 

shortcomings within the budget process and reduces Management’s ability 

to respond to the financial challenges in time. It also reduces the effect of 

budget controls and increases the risk for improper spending. 

Consequently, this may also produce poor quality services. 

Recommendation 16 The Mayor should ensure that a review has been carried through to 

determine the form of financial and operational reporting to senior 

management. Further on, in order to reduce the impact of risks to a 

reasonable level, the Organization should draft a risk register with all 

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

material, but not pervasive, to the financial statements; or (2) the auditor was unable to obtain 
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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. 

 

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

1.5 
Recommendatio
ns related to AFS 

The Mayor should ensure that effective processes are in place to 
confirm that the 2016 AFS production plan formally addresses 
issues raised. This should also include management review of the 
draft account with specific focus on high risk areas and/or areas 
where errors have been identified, so that same are not repeated in 
the upcoming years. 

Yes   

2.3 Payment 
according to 
court decisions
  

The Mayor should ensure that necessary attempts are made that 
employees are paid according to positions planned and respective 
decisions issued. Furthermore, the Mayor should ensure that 
municipality handles all legal liabilities of legitimate claimants in 
order to not result in the execution of payments from Treasury. 

 Efforts have been made to 
address legal obligations to 
legitimate claimants, but 
the challenge remains to 
adjust the coefficients of 
employees in the municipal 
administration. 

 

2.4    Prior Year 
Recommendatio
ns 

The Mayor should ensure that a revised action plan is 
implemented and reviewed which clearly sets out a timetable for 
addressing the recommendations made by the AG with 
accountable staff members identified for a more rigorous 
monitoring of this process. We suggest that Municipal Assembly 
representatives are part of this process. 

  No measures 
taken. 
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2.5 FMC Self-
Assessment 
Checklist 

The Mayor should ensure that a review of the processes for 
completing the self-assessment checklist and proactively 
addressing areas of weaknesses is implemented. A revised 
mechanism to confirm the accuracy of the return and to ensure 
supporting documentation supports the submission should be 
applied. A good contribution can be provided by Internal Audit 
unit in the confirmation of self-assessment assertions. 

 No action has been taken to 
address weaknesses in the 
areas identified in the self-
assessment questionnaire. 

 

2.6.1 Risk 
Assessment 

The Mayor should ensure that immediate responsibility for risk 
management is delegated to a named Director (or similar) who in 
coordination with heads of units will manage this process and will 
report on timely basis on risks. 

  No measures 
taken. 

2.7 Internal 
Audit System 

The Mayor should ensure that internal audit system is completely 
functional and maximum benefits are taken from internal 
assurance services provided by IA. The need for establishing 
Audit Committee should be reviewed. 

 The Audit Committee was 
established but it was not 
useful in 2017. Also the IA 
recommendations have not 
been addressed by the 
management. 

 

3.4 Procurement The Mayor should ensure that requesting units will fairly assess 
the procurement requirements. Care should be enhanced by the 
procurement office when determining positions and such errors 
should not be repeated. Harmonisations of contracts to reflect 
fiscal changes should be done in a regular manner, and payments 
paid more than due to EO should be returned to municipal 
budget. Responsibility should be sought for payments of positions 
outside the basic contract. Commissions should compile a report 
on the supplies received prior to the submission of the case for 
certification. 

 Progress has been made, 
but it is still challenging for 
the requesting units to 
properly evaluate 
procurement requirements. 
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3.5 Expenditure 
not related to 
Procurement 

The Mayor should ensure that measures are undertaken in 
supervising the agreement with the co-financing, including clear 
reporting requirements during implementation and project 
monitoring in accordance with agreement requirements and rules 
on public funds expenditure. Full accountability should be sought 
in the Caritas case in order that money which is not justified is 
returned to budget. 

Yes   

3.5 Expenditure 
not related to 
Procurement 

The Mayor should ensure that an internal regulation is approved 
which clearly define requests and responsibilities on the use of 
vehicles. Persons responsible for the supervision of the car park 
should ensure that travel sheets are updated during the use of 
official vehicles and are used according to the approval of only 
respective persons. 

 Progress has been made, 
but no internal regulation 
for vehicle use has yet been 
drafted. 

 

3.5.2 
Remunerations 
(Wages and 
Salaries) 

The Mayor should ensure that payment officers implement 
regulation requirement and verify the fund of hours for 
compensation of duty shifts, according to the request issued by the 
Ministry of Health. 

Yes   

3.5.3 Subsidies 
and Transfers 

Since organising of the festival is held annually, we recommend 
that the Mayor incorporates this activity into the annual budget, 
namely in the category of Goods, while its organisation should be 
done through the respective department as foreseen under the 
decision for establishment. All payments for financing of the 
festival should be done through the TSA, after confirming the 
regularity of expenditures by the Certifying Officer and are in the 
adequate code of goods and services. In addition, procurement 
procedures should be developed in accordance with the law and 
financial rules. 

Yes   
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3.6 Revenues The Mayor should ensure that engaged departments in the 
collection of revenues are monitoring the budgeting process and 
performance of collection activities. The rents should be supported 
with sound legal base. 

 Progress has been made, 
but the low level of revenue 
collection is still a 
challenge. 

 

3.6 Revenues The Mayor should ensure that interdepartmental reconciliations 
should be carried out on monthly basis, while funds collected in 
the till should be deposited to the municipal accounts within the 
day. 

   

3.7.1 Capital and 
Non Capital 
Assets 

The Mayor should ensure that comprehensive process of assets 
recording will continue and a final register on municipal assets 
will be issued within an optimum deadline. The management 
assets officer and officers engaged in acceptance of goods/assets 
should communicate effectively to avoid the failure to implement 
regulation requirements. 

  No measures 
taken. 

3.7.3 Handling of 
debts 

The Mayor should install protocolling system of each invoice 
received by municipality and correct obligations should be 
reported to MoF on monthly basis. 

Yes Progress has been made; 
however, the issue of 
payments based on court 
decisions is still a challenge. 

 

3.7.3 Handling of 
debts 

The Mayor should ensure that CFO and legal office make an 
approximate assessment of contingent liabilities in order that AFS 
disclosures are approximately correct. To avoid judicial disputes, 
activities, decisions and contracts should be legitimate and 
managed in the appropriate manner. Judicial requirements should 
be introduced in budget projections of relevant categories. 

 Reconciliations were made 
but collected funds in 
accounts have to be 
deposited within the day at 
municipal account. 
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Audit 
Component 

Recommendation  given in 2016 Implemented 
during 2017  

Under implementation 
during 2017 

Not 
implemented 

1.3 
Recommendatio
ns for the first 
part of the report 

The Mayor should ensure that an analysis is undertaken to 
determine the causes of the Emphasis of Matter. Actions should be 
taken to address the underlying causes in a systematic manner in 
order to ensure a correct assets recording. The declaration made 
by CAO and CFO should not be submitted unless all necessary 
checks to the draft AFS are applied. 

   No measures 
taken. 

2.1 Progress in 
Implementing 
Prior Year 
Recommendatio
ns 

The Mayor should ensure that a strengthened process of 
accountability is applied to the staff in charge with the 
implementation of recommendations. Implementation progress 
should be monitored systematically and where setbacks are 
identified adequate measures should be taken. 

  No measures 
taken. 

2.2 Self-
Assessment 
Checklist of FMC 
components 

The Mayor should ensure that the governance system is reviewed, 
particularly in the areas of risk management and approval of the 
economic development strategy. He should also ensure that a 
systematic monitoring process for the activities in both areas is put 
in place within a reasonable time. 

 The economic development 
strategy has been approved, 
while risk management is 
still a challenging area. 

 

2.3.1 Setting of 
Strategic 
Objectives 

All 

The Mayor should draft strategic plan for economic and social 
development of the Municipality, with clear strategic objectives set 
and propose them to the Municipal Assembly for approval. He 
should also ensure the oversight and measurement of 
implementation of such objectives. 

Yes   

2.3.2 
Management 
Reporting and 
Accountability 

The Mayor should ensure that a review is implemented to 
determine the format of financial and operational reporting to 
senior management which is required to provide effective business 
management. A suitable solution should be found by the end of 
the year. 

  No measures 
taken. 
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2.4 Internal 
Audit System  

The Mayor should ensure that action plans for implementation of 
IAU recommendations are prepared and that the Audit 
Committee critically reviews the sources, plans and outcomes of 
IAU and contributes to the overall improvement of Municipality’s 
management. 

  No measures 
taken. 

3.1 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. 

Yes   

3.1.1 Revenues The Mayor should ensure that all potential budget sources and the 
trend of own source revenues in the last three years are taken into 
consideration during the annual budget planning. 

Yes   

3.1.1 Revenues The Mayor should examine the case of citizens being overcharged 
with these tariffs and ensure that the Regulation no.01/2014 on 
Municipal Charges and Fines is strictly applied. Otherwise, the 
regulation should be amended and supplemented according to 
new tariffs. 

Yes   

3.1.3 Goods and 
Services and 
Utilities 

The Mayor should ensure that during the Bid Evaluation Process, 
the Evaluation Committee takes into account all the real needs of 
the requesting units, respectively the necessary supply quantities, 
and eliminates all the possibilities of price manipulation. In 
addition, the procurement officer should ensure that all the 
contracted items are supplied according to the quantities ordered 
by the requesting units, and not just the items with prices 
convenient to the operator. 

 Additional planning actions 
should be undertaken in 
relation to the requests 
arising from the requesting 
unit, based on real needs. 

 

3.1.3 Goods and 
Services and 
Utilities 

The Mayor should ensure that no payment for the above services 
is made before supply prices are provided from the EO and that 
service and maintenance fees are calculated afterwards. 

Yes   
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3.1.5 Capital 
Investments 

The Mayor should ensure that the supervisory body reports on the 
delays in projects delivery and that the contract manager will not 
accept reports from responsible persons if they don’t have the 
receiving date on. In cases when delays occur with no reason, 
penalties should be applied as stipulated in the contract and the 
contract provisions should be fully implemented. 

Yes   

3.1.6 Common 
Issues 

The Mayor should ensure that commitment payment orders are 
executed by authorised persons only and that officers in key 
processes, such as the Certifying Officer and the Spending Officer, 
have they alternative substitutes in case of their absence. 

Yes   

3.2.1 Capital and 
Non-Capital 
Assets 

The Mayor should ensure that assets registers are complete and 
accurate and that concrete actions are taken for the weaknesses 
identified during the stocktaking in order to improve them 
according to the Regulation on Assets Management. 

  No measures 
taken. 

3.2.2 Receivables The Mayor should ensure that improved and more effective 
controls are put in place in order to have accounts receivable 
correctly recorded and presented. 

Yes   

3.2.2 Receivables The Mayor should ensure that each lease has a valid contract and 
its implementation is supervised on a continuous basis and legal 
measures are applied in order to maximize the level of collection. 
Otherwise, the use of municipal property should be terminated. 

  No measures 
taken. 

3.3 Outstanding 
Liabilities 

The Mayor should strengthen controls and ensure that the Finance 
Department will record, check, report and pay all invoices within 
the set statutory deadlines. 

 Invoices are protocoled, 
however in some cases 
there are delays in payment 
of obligations. 
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Annex III: Letter confirmation 

 


