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The National Audit Office of the Republic of Kosovo is the 

highest institution of economic and financial control which, 

according to the Constitution and domestic laws, enjoys 

functional, financial and operational independence. The 

National Audit Office undertakes regularity and 

performance audits and is accountable to the Assembly of 

Kosovo. 

Our Mission is through quality audits strengthen 

accountability in public administration for an effective, 

efficient and economic use of national resources.  

We perform audits in line with internationally recognized 

public sector auditing standards and good European 

practices. 

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base 

for holding managers’ of individual budget organizations to 

account. We are thus building confidence in the spending of 

public funds and playing an active role in securing 

taxpayers’ and other stakeholders’ interests in enhancing 

public accountability. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Municipality of Obiliq, 

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  

Luljeta Sylaj Team Leader and Members Syeda Oruqi and 

Ardita Salihu, under the management of the Head of Audit 

Department Zukë Zuka. 

 

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

http://zka-rks.org  
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Executive Summary 

Introduction 

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

Statements of Municipality of Obiliq, which determines the Opinion given by the Auditor General. 

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

International Standards on Supreme Audit Institutions. Our approach included such tests and 

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

audit approach is set out in our External Audit Plan dated 23/11/2017. 

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 Senior Management and Staff of the Municipality of 

Obiliq for cooperation during the audit process. 

Opinion of the Auditor General 

Unmodified Opinion with Emphasis of Matter 

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

Emphasis of Matter 

As Emphasis of Matter, we want to mention the fact that information disclosed in the Annual 

Financial Statements regarding assets is not correct. 

For more, see Section 2.1 of this Report. 

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

The Annual Financial 
Statements

Financial Management 
and Control

Prior and earlier year 
Recommendations
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Key Conclusions and Recommendations 

 

 

 

 

 

Response of the Mayor 

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

conclusions, and is committed to address all recommendations given. 

  

Financial Statements - Emphasis of 
Matter reflect weaknesses in controls 

to confirm proper classification of 
assets in compliance with legal 

requirements of reporting.

The Mayor should ensure that the 2018 
production process of financial 

statements includes a final review of the 
responsible management, and declaration 
to be signed only after all needed actions 
have been implemented (see chapter 2.1).

Although internal controls were 
effective in some areas, deficiencies 

were noticed in  a number of  
important financial systems, such as 
revenues, expenditures, assets and 

accounts receivable.

The Mayor should carry through a 
detailed assessment of the management 
of concerning areas highlighted in this 

report, to identify the reasons of the 
weakness appearance and actions 

needed to address those (see issues from 
2 - 17).

The response to previous year 
recommendations are not being 

addressed as required for the 
organisation's development and 

improvement.

The Mayor should apply a rigorous 
process to ensure that the previous year 
recommendations are actively addressed 

where key issues/progresses are 
reported to Management on a monthly 

basis. (see issue 18).

Governance arrangements related to 
accountability, risk management  and 

mangement reporting have made 
progress, but not enough.

The Mayor should ensure that 
Governance arrangements are critically 
reviwed to ensure appropriate changes 

are made to improve accounability 
arrangements and management reporting 

(see issues 19 - 20).
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1 Audit Scope and Methodology 

Introduction 

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

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

opinions on: 

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

affairs for the audit period; 

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

regulations; 

 The appropriateness of internal controls and internal audit functions; and 

 All matters arising from or relating to the audit. 

Audit work undertaken reflected our audit risk assessment for the Municipality. We have analyzed 

its business to the extent to which 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 

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 

Unmodified Opinion with Emphasis of Matter 

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

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

Disclosures and other accompanying reports. 

In our opinion, the Annual Financial Statements for the year ended on 31st of December 2017 present 

a true and fair view in all material aspects, in accordance with International Public Sector 

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

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

Financial Reporting of Budget Organizations. 

Basis for the opinion 

Our audit was conducted in accordance with International Standards of Supreme Audit Institutions 

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

Responsibilities for the Audit of the Financial Statements” section of our report. We believe that the 

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

We draw your attention to the fact that: 

 The amount of assets recorded in AFS was not complete, as the Municipality still had not 

recorded all lands in the Municipality’s ownership; 

 The asset purchased in 2017 in the amount €202,806 has not been recorded in the assets 

account registers. This amount relate to projects “Asphalting of rural roads and sidewalks”, 

“Adjustment of parks”, a part of “Construction of school in Lajthishta” and “ Road laying 

with gravel”; and 

 The new Municipal facility in which the municipal administrate has been placed that was a 

donation, has not been recorded as municipal asset. 

Incorrect disclosures were because of lack of adequate approach to manage the assets and 

expenditures in line with the applicable regulations. Our opinion is not modified for these matters. 

Responsibility of Management and Persons Charged with Governance for AFS 

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

financial statements in accordance with International Public Sector Accounting Standards – 

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

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

from material misstatement, whether due to fraud or error. This includes the application of Law no. 

03/L-048 on Public Finance Management and Accountability (as amended and supplemented). 

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

reporting process. 

Auditor General’s Responsibility for the Audit of the AFS 

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

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

plan and perform the audit to obtain reasonable assurance about whether the financial statements 

are free from material misstatements. 

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

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

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

influence the decisions taken on the basis of these AFS. 

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

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

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

making those risk assessments, the auditor considers internal control relevant to the entity’s 
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preparation of the financial statements in order to design audit procedures that are appropriate in 

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

the entity’s internal control. 

An audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by Management, as well as evaluating the 

presentation of the financial statements. 

2.2 Compliance with AFS  and other reporting requirements 

Municipality is required to comply with a specified reporting framework and other reporting 

requirements. We considered: 

 Compliance with MoF Regulation no. 01/2017 on the Annual Financial Reporting of Budget 

Organizations; 

 Requirements of LPFMA no. 03/L-048, (as amended and supplemented); 

 Requirements of Organic Laws for Local Governance; 

 Compliance with Financial Rule no. 01/2013 and 02/2013; 

 Action Plan on addressing of recommendations; 

 Requirements of Financial Management and Control procedures; 

 Quarterly reports including also the nine-month statements in time; 

 Reports and unpaid invoices; and 

 Procurement plan and the report for the public contracts signed. 

In the context of the AFS, the advices that we have given in the Audit Memorandum were addressed 

during their preparation process. But challenge even further remains the engagement of Chief 

Financial Officer (CFO). 

In the initial draft AFS had some errors, but during the audit time they have been corrected. 

However, in the final AFSs have not been disclosed correctly information for assets that have been 

mentioned to the Emphasis of Matter to the Audit Opinion. 

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

Officer when the draft AFS are submitted to the MoF, can be considered correct in all material 

aspects. 

Regarding the other external reporting requirements, the Municipality has not managed to submit 

to the Ministry of Finance (MoF) the detailed quarterly report for the progress of capital investments. 
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2.3 Recommendations related to Annual Financial Statements 

For the above mentioned issues we give the recommendations as in following: 

Recommendation 1 The Mayor should ensure that have been analyzed the causes for the 

emphasis of matter in the audit opinion. Specific actions should be taken to 

address the causes systematically to confirm the complete management and 

recording of assets, including also their fair disclosure in AFS. 

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

confirm that the 2018 AFS production plan addresses all issues related to 

compliance. 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 Revenues and Expenditures Systems within Budget Organizations. Specifically, the 

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

Receivable, Assets and Liabilities. 

Financial Management and Control Conclusion 

The Municipality of Obiliq had spent 91% of the final budget for 2017 that means a good execution 

in general level, however challenge remains the execution level to the capital investments. In the 

context of financial systems, controls over revenues are placed, however additional mechanisms are 

needed to react in their collection and collecting of receivables to a greater extent. Further on, 

controls over a range of expenditures areas require further enhancement to prevent irregular 

payments execution. 

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 

Budget1 
2017 

Outturn 
2016 

Outturn 
2015 

Outturn 

Sources of Funds   6,061,079 6,437,696 5,870,255 5,526,498 5,511,351 

Government Grant -Budget  5,016,366 5,128,812 5,090,813 4,546,596 4,241,691 

Carried forward from 
previous year2 –  

- 161,488 133,548 315,585 515,298 

Own Source Revenues3 1,044,713 1,044,713 548,797 648,276 725,279 

Internal Donations - 11,428 5,842 10,840 7,738 

External Donations  - 91,255 91,255 5,201 21,345 

The final budget in relation to the initial budget was increased for 6% or €376,617. This increase is a 

result of revenues carried forward from the previous year in the amount €161,488, which carry was 

                                                      
1 Final budget – the budget approved by the Assembly subsequently adjusted by the Ministry of Finance. 
2 Own Source Revenues of Municipalities unspent in previous year carried forward into the current year. 
3 Receipts used by the entity for financing its own activities. 
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approved by the Municipal Assembly in February 2017. Further on, with Government decision, in 

December, to the budget was added €112,466 for the covering of some projects. The Municipality 

had benefited also external and internal donation in the amount €102,683, which were mainly 

allocated to finance the agricultural sector. Meantime, the expenditure from grants (including those 

carried forward from the previous year) was €97,098, the carried difference for 2018 was €5,585, a 

very good performance. 

The Municipality has spent 91% of the final budget for the auditing year, that is considered a good 

budget performance, but compared with the previous year has a decrease in the execution degree 

for 4%. Explanations for the current position are given below. 

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 

6,061,079 6,437,696 5,870,255 5,526,498 5,511,351 

Wages and Salaries 3,664,936 3,709,367 3,695,367 3,673,058 3,529,492 

Goods and Services  367,452 383,724 350,052 372,479 437,866 

Utilities 123,000 176,017 167,628 116,453 126,974 

Subsidies and Transfers 138,799 140,558 135,981 133,127 165,009 

Capital Investments  1,766,892 2,028,030 1,521,227 1,231,381 1,252,010 

Explanations for changes in budget categories are given below: 

 The budget for the category of Capital Investments was increased for €261,138 as a result of 

the own source revenues of the previous year as well as determined grants of the internal 

and external donors. Despite the budget increase, only 75% of the investments budget was 

spent. It is worth to mention that the PIP includes 22 projects, from which only the project 

for the Zoning Map had not managed to start because of delays in preparation for its 

compilation; 

 The budget for Wages and Salaries was increased through the budget that has been allocated 

from the government grant for €44,431, to cover the budget deficit of this category; 

 With the budget review, the category of Goods and Services had increase of budget in the 

amount of €16,272; 

 The final budget for Utilities has changed from the initial budget for €53,017 and the same 

was spent in the degree 95%. This category has undergone major changes over the years as 

a result of large investments in the public lightning. This has caused increase of Utilities 

(electricity expenditures). We should mention that even though this budget was increased, 

the Municipality again has not managed to cover all expenditures and as a result of this, the 

expenditures of €27,065 have been carried out through bailiffs; and 
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 The category of Subsidies and Transfers was increased for €1,759, which amount has derived 

from the own source revenues of the previous year, with decision of the Municipal 

Assembly, with purpose of the individual persons subsidizing, scholarships, cultural 

activities, etc. 
 

Issue  2 – Budget Execution and misclassification of expenditures 

Finding  The current rate of budget execution for capital investments remains the main 

challenge with which the Municipality is facing. A large percentage of 

expenditures have been concentrated in the last quarter, and again only 75% 

of this category budget has been spent. This was as a result of poor planning 

of expenditures in this category. According to the municipal officials, in 2017 

there was no budget review, so it could reallocate the funds and have 

remained unspent. 

Further on, the payment in the amount €5,396 for purchase of tools and 

renovations of some of school institutions, were paid by the capital 

investments even though by nature they belong to the goods category, also 

from capital investments through the bailiff and the electricity invoices with 

amount €27,065 were paid, which have increased the execution percentage. 

Risk Low budget execution to capital investments will result with ineffective use 

of sources available. For the Municipality the non-fulfilment of the program 

for capital investments will result in the execution of fewer projects that 

impact the welfare of citizens and the quality of services. Incorrect reporting 

or classification of data in financial statements leads in misunderstanding 

Municipality’s financial activities. 

Recommendation 2 The Mayor should undertake a systematic evaluation of reasons for the low 

level of budget execution to capital investments in 2017 and to determine 

practical options for the improvement of its execution for the 2018. There 

where initial budget planning’s are incorrect, this should be completely 

reflected in the position of the final budget. While, planning and spending for 

the certain projects should be done in line with economic codes allocated for 

respective categories depending the benefits. 
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Issue  3 – Direct payment from Treasury 

Finding  According to the article 39.2 and 40 of LPFMA, the Treasury has executed 

payments in amount of €70,423 directly from the Municipality’s budget into 

the Economic Operator (EO) account. Works were completed, but were not 

paid according the regular procedures for the expense of public money. This 

has happened as a result of poor planning of needs and funds for their 

implementation. The execution of these payments had caused additional 

expenditures for €9,460. 

Risk The forms of payment through court decisions, risks the implementation of 

planned capital projects or the implementation of services from where the 

funds for payment have been taken. Further on, such payments can cause 

additional damage of the budget because of bailiff expenditures. 

Recommendation 3 The Mayor should ensure controls, greater accountability to the timely carry 

out of liabilities towards operators, and to avoid entering into liabilities in 

lack of funds or the contract. Further on, during the budget planning, to be 

done an evaluation of possible amounts of cash outflow from court disputes 

and these to be planned within the annual budget, in order to not be risked 

the implementation of the other planned projects. 

3.2 Revenues 

Revenues generated by the Municipality in 2017 were in the amount €891,848. In this amount, the 

revenues from property tax comprise 37%, while the other part of revenues, such as: revenues for 

change of land use destination, fees for exercising of business, fees for inheritance recording, 

construction permits etc. Further on, the Municipality this year has received also revenues from 

penalties from traffic and court in the amount of €25,619 which are disclosed in AFS. 

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2017  

Receipts 
2016 

Receipts 
2015 

Receipts 

Total Own source revenues 1,044,713 1,044,713 891,848 782,798 1,043,717 

Property Tax 366,984 366,984 333,395 328,871 320,244 

Municipal Fee 677,729 677,729 558,453 453,926 723,473 

In 2017 from the own source revenues were spent €682,3454, while the amount of €396,610 has been 

carried out to be spent in 2018. From the own source revenues are covered a part of expenditures, 

                                                      
4 €548,797 from the current year revenues and €133,548 from the previous year revenues. 
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mainly the own source revenues are intended for capital projects, where €503,728 were spent for 

capital investments. 

During the audit for the way of revenues management in Municipality we have noticed some 

deficiencies that we will present in the follow: 

 

Issue  4 – Failure to verify the 1/3 of the Municipality’s properties 

Finding  The Municipality had not managed to conduct the verification of 1/3 of the 

immovable properties as required with law on immovable property tax no. 

03/L-204 and applicable AI. From 5,813 properties in total, until now the 

Municipality has managed to verify only around 610 of them. According the 

officials the verification of 1/3 of the properties is an impossible thing because 

of the low staff number. 

Risk Failure to update the data related also with the verification of 1/3 of 

properties can result with deficiency of complete information of the current 

taxable property, with possible impact that the evaluated revenues for 

property tax to be decreased. 

Recommendation 4 The Mayor should improve the property verification process and ensure that 

the verification of 1/3 of properties to be done on a regular annual basis, in 

order that notes about the property tax to be complete, to reflect the real 

situation of the taxed properties. The increase of property recording will 

result with more municipal revenues as well as better budget performance. 

Issue  5 – Delays in the ownership definition 

Finding  During the audit we have found some problems related to the management 

of facility “D” and “GJ” in which are 32 apartments and 9 shops. These 

facilities are located in the centre of the city and according to the regulation, 

the property tax base should have been €320/m2. The total of the surfaces of 

the all apartments is 2,106m2. 

The Municipality had sold apartments in 2015, which until this period were 

used with rent. Even though the sale had happened, properties were not 

transferred to the new owners and as a result the Municipality is not 

achieving to collect revenues from property tax.  

Regarding the shops, this issue has been handled in the 2016 audit and has 

been mentioned to the section of previous year’s recommendations. 

Risk Failure to define the property in time, risks that revenues that should have 

been collected from property tax will not be executed and this would directly 

impact in the Municipality’s budget. 
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Recommendation 5 The Mayor should ensure that the Municipality as a salesman of apartment 

in fulfilment of dispositions of law 04/L061 to clarify with relevant 

authorities the ownership issue of apartments and to conclude the process of 

transferring ownership to the new owners. Further on, to apply the needed 

procedures for the recording of owners in the property tax system. 

Issue  6 – Shortcomings in revenues from rent 

Finding  We have noticed that: 

 In 2014, the Municipality had given to the economic operator the consent 

for use of the advertising space, but the same did not pay the liabilities 

towards the Municipality. Obligations are determined for the annual fee 

of €900 which it has not paid until now. In point IV of the consent, it is 

noted that any disrespect of consent is sanctioned with implies, which did 

not happen, while in 2017 has not been withdrawn no warning for non-

payment; and 

 From the testing of four rent contracts for business premises, the 

Municipality does not execute revenues for which it has signed the 

contract. The same were not terminated the contract, the persons continue 

to use the same properties, while the Municipality had not delivered any 

warning. Their debt is €2,192. 

Risk Poor management of public spaces and rent contracts result in receivables 

increase and it has caused increase of irresponsibility of citizens that use the 

public properties by not conducting the obligation that they have to them. 

Recommendation 6 The Mayor should ensure that no public property will be permitted to be used 

or misused without payment of rents foreseen with contract. It should be 

found forms to take immediate measures that force the obligors to respect the 

contractual obligations. 

Issue  7 – Failure to apply adequate fee 

Finding  According to the regulation for fees, charges and implies, for change of land 

destination of class I-IV, the determined fee is €1/m2, while the Municipality 

has not applied the adequate fee for payment, as for the same purpose, the 

Municipality had billed the obligor with fee €0,75/m2. 

Risk Deficiencies in the selection of adequate fee process for the collection of 

revenues can damage this process and to cause financial losses or fewer 

revenues for the Municipality, as it has happened. 

Recommendation 7 The Mayor should ensure that criteria for determined fees in regulations 

should be implemented according to the respective cases, in order that 

revenues to be timely and properly collected, by clarifying the charges that 

belong the obligors. 
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3.3 Wages and Salaries 

Wages and Salaries are paid through a centralized system (payroll) managed by the Ministry of 

Public Administration (MPA) and MoF. Controls that operate in the local level by the Municipality 

relate to: payment control, signing of payroll lists, verification of possible changes that could be 

presented through forms, updating personnel files as well as budget review for this category and 

reconciliations with Treasury. 

For 2017 the budget for the category of Wages and Salaries was €3,709,367 with a spending of 

€3,695,367, by resulting with a complete execution of the budget. 

Our tests have highlighted the following deficiencies: 

 

Issue  8 – Compensation of wages and reconciliation of coefficients 

Finding  We have notices that a considerable part of the municipal staff is 

compensated with lower coefficients compared with equivalent positions of 

other local organizations or their coefficients are lower than what is 

guaranteed with laws and respective decisions, among others: 

 The Procurement Manager is paid with the coefficient 7.5 even though 

from June 2015 has it signed the act of appointment with the coefficient 

9.5; and 

 According to the decision for unification of wages done by MPA, date 

03.12.2010, the internal auditor should be compensated with the 

coefficient 15, while currently has the coefficient 7. 

Risk Unfair compensation of employees, bring their demotivation by risking to be 

offered non-qualitative service to citizens. Despite this, the Municipality can 

be a subject of court disputes.  

Recommendation 8 The Mayor should ensure that the Human Resources Office and the Finance 

Office have taken proper steps and in cooperation with MPA to reconcile in 

the payroll system the coefficients as have been allowed with current 

regulations. 

3.4 Personnel Management 

According to the Law No. 03/L-149, on Civil Service of the Republic of Kosovo; Labor Law No. 

03/L-212 and the Law on Rights and Obligations No. 04/L-077 are regulated issues that relate to 

personnel management and organization. The identified issues are as in following: 
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Issue  9 – Weaknesses in the recruitment procedure for the educational personnel 

Finding  The selection/recruitment manner of the educational personnel has been 

regulated with AI on “The selection procedure of the educational personnel 

in school5”. Based on this, we have identified deficiencies in the selection of 

teachers for the school “Ibrahim Rugova”. 

The Head of Selection Committee was appointed the Director of the 

Education Directorate. This present an interest conflict, as to the same is done 

the recommendation for the selected and the same signs the contract. In the 

re-announced competition, the third member of the committee (school 

director) was not present and in its name, the candidates’ evaluation was 

done by the school pedagogue. 

Risk Avoidance of regulations on recruitment procedures can open the 

opportunity to favoring of certain candidates and their selection in lack of 

proper criteria, which in this case can have negative effect in one sensitive 

category, like primary education. 

Recommendation 9 The Mayor should review the causes of such avoidances in the recruitment 

procedures and to ensure strengthening of controls in this area, in order that 

the recruitment procedures to be developed in line with required regulations. 

                                                      
5 Article 3, the Committee for selection of educational personnel consists of two representatives and the Municipal 

Education Directorate (MED) and one school director, as well as the educational personnel is selected by the MED, 
based on the recommendation of the Selection Committee. 
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Issue  10 – Special Service Agreements (SSA) 

Finding  The Municipality for the execution of necessary services had engaged 

through SSA 23 persons. In five reviewed cases we have noticed that officials 

were engaged in performing of works for longer period that six month and 

for them it had not developed the recruitment procedures. This staff was 

engaged in performing of duties as different officials, coordinator, etc. One of 

them was performing activities since 2014. 

Risk The covering of positions with SSA and without procurement procedures 

results with poor performance and monitoring of staff and increases the 

uncertainty if in such positions has been engaged meritorious staff. 

Recommendation 10 The Mayor should ensure that employees with SSA to be engaged only in 

cases when it has specific requirements and engagements for these services 

should not last more than six months. For all regular work positions should 

be ensured that have been taken into consideration on the occasion of budget 

planning, to be handled as necessary and to be discussed with MoF. 

3.5 Goods and Services and Utilities 

The final budget for Goods and Services including Utilities in 2017 was €559,741, while the budget 

was executed 92%. The major part of expenditures in this category include utilities, fuels and wood 

for heating, routine maintenance, vehicle maintenance, cleaning supplies, etc. 

 

Issue  11 – Failure to fulfill the requirements of the tendering dossier 

Finding  To the procurement case “Supply with Ahu and Bungu wood” with amount 

€15,375, in the tender dossier was foreseen that criterion for the selection of 

the winner, to be original lists of contracts executed in last three years (2014-

2016) and the evidences (references) for performing of similar supplies. The 

wining EO had not met this criterion because it possessed only one reference 

for an executed project. 

Risk Failure to fulfill the determined requirements in the tender dossier by EO and 

its selection as winner by the Contracting Authority risks that the contractor 

may not have proper capacities for the fulfillment of the contract. 

Recommendation 11 The Mayor should strengthen controls to ensure that public contracts are 

signed only with operators that fully meet the criteria required with tender 

dossier. 
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3.6 Subsidies and Transfers 

The final budget for Subsidies and Transfers was €140,558. Out of them €135,981 were spent in 2017. 

Those relate to subsidizing of cultural and social activities, farmers, scholarships, as well as 

individual support for healing, etc. 

 

Issue  12– Award of subsidies and transfers 

Finding  In the competition for students support with scholarships for 2017/2018, the 

terms and criteria for the benefit of scholarship were determined and the 

faculties that have priority in selection were determined. In the lack of 

applicants from these faculties, students that meet the other criteria would 

benefit. We have noticed that the same criteria for all applicants were not 

respected, respectively double standards were applied. The Financial Math 

Direction6 student who met other criteria was not awarded with reasoning 

that it is not educational direction. On the other hand, students from no-

priority directions were beneficiary of scholarships. 

Risk Placement of double and failure to respect the same criteria for all applicants 

can lead in misuse of the subsidies purpose, and at the same time damages 

other potential beneficiaries. Despite this, can impact in the Municipality’s 

reputation. 

Recommendation 12 The Mayor should strengthen controls on subsidies management and to 

ensure that scholarships are awarded in compliance with placed regulations 

and criteria, in order that the process to benefit those who have met more 

closely related criteria. 

3.7 Capital Investments 

The final budget for Capital Investments was €2,028,030 and the expense €1,521,227 or 75%, in 2017. 

Last year the execution degree was 86%, however compared in absolute amounts, last year had 

capital projects around 24% less than in 2017. Further on, from this category have been executed 

direct payments from Treasury, according to the article 39.2 and 40 of the LPFMA, for Utilities. 

                                                      
6 The Math and Informatics Direction was a direction with priority according to the competition but not the Financial 

Math Direction (although both belong to the Faculty of Math-Natural Sciences) with the justification that students with 
this direction cannot be engaged in teaching. 
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Issue  13 – Deficiencies in determination of goods specifications 

Finding  For the project “Healthcare Inventory for MFMC Obiliq” in amount €5,930 

the requesting unit had listed the supplies that are necessary, but those 

positions did not contain sufficient information that would enable that the 

inventory to be received according the proper quality. Positions were 

described only as a label7 without determining the type, material, dimensions 

or other technical specifications. 

Risk Insufficient technical specifications leaves space that the EO to supply with 

non-quality good and to not be met the determined criteria by the requesting 

unit. Further on, this can impact that the supplied good to not have the value 

for money. 

Recommendation 13 The Mayor should ensure that the requesting unit clearly understands the 

requirements correct technical specification and in similar cases, the 

procurement officer should provide practical advices for the requesting unit 

on the content of positions and after to start the procurement processes. 

Issue  14 – Failure to update the proper plan for the contract management 

Finding  In three contracts, the contract management plans were not completed with 

necessary information and those have not been updated along with the 

progress of the contract as it is foreseen in article 55.7 of the LPP. According 

to the contract managers, the reason for the non-update of plans is the lack of 

information and trainings of how to use them. 

Risk Failure to update the plan for the contract management disables the reflection 

of a true and fair situation of execution of works. 

Recommendation 14 The Mayor should ensure that it has been carried out an internal review to 

ensure that the Contract management Plan will be timely updated based on 

the completion of the works. 

  

                                                      
7 The description was: closet for healthcare cards, chairs, doctor’s seats, sheets, etc. 
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3.8 Common Issues on Goods and Services and Capital Investments 

In the following are common issues relate to Goods and Services and Capital Investments: 

   

Issue  15 – Deficiencies in the payment process 

Finding  According the Financial Rule 01/2013, article 22, the Process for Initiate of 

Spending, it precedes the request for purchase, commitment of funds, 

purchase-order, and the report for the receipt of good and after the invoice. 

Further on, the payment should be paid within the 30 day deadline from the 

receipt date. As a result of inadequate controls we have found that: 

 The Municipality had done the works/invoices receiving (€44,3398) in 

November 2016. While the payments have been done with 130 days delay 

after the legal deadline. The reason for the transfer of liabilities and the 

delay in payment, was the lack of timely commitment of funds; 

 To the supply with dental material in amount €2,643 and ampule material 

in amount €6,001, the purchase-order has been created after the invoice 

and the receipt of good has been done by the contract manager and not 

by the committee for the receipt of good. The receipt of good only in 

presence of the manager was done even for the healthcare inventory with 

amount €5,9309; and 

 To the payment for supply with wood for heating in different 

Municipality’s schools, with amount €6,000, the receipt of the good was 

done from the directors of each school, without forming any committee 

for its receiving. 

Risk Entering into liabilities in lack of the commitment of funds, has caused 

transfer of outstanding liabilities in the next year and increases the risk of 

their non-fulfillment in time to the EO, whereby payments can be directly 

executed from Treasury and have a negative impact on the implementation 

of other planned projects. 

Further on, the receipt of goods without purchase-order and in lack of the 

good receiving committee, risks the receipt of goods according to the 

determined specifications. 

                                                      
8 “Asphalting of rural road and sidewalks” in the amount €29,729 and “Planting of decorative trees” in the amount 

€14,610. 
9 Article 8, point five of the assets regulation states that the committee for the receiving of non-financial assets should be 

composed of not less than three members of the respective area. 
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Recommendation 15 The Mayor should ensure strengthening of controls in the expenditures area, 

by securing that the commitment of funds is done before entering into 

liabilities, and the invoices are paid within the deadline. Further on, on the 

occasion of receiving the goods to be appointed the respective committee, 

which would ensure that the goods match in the aspect of quality and 

quantity with the contracted goods. 

3.9 Capital and Non-Capital Assets 

The assets management is an important part of the financial management and control in the public 

sector. A good management of assets requires that the Municipality to have a statement of assets 

completeness, procedures of control and their management and to continuously update changes in 

its registers. 

At the end of the 2017, the net amount of capital non-financial assets was €12,960,601. In general, 

the Municipality needs increased attention on management of this category. Until December 2017 

the position of assets officer was not fulfilled because of the retirement of the responsible officer. 

Therefore, despite deficiencies presented at the emphasis of matter, to the audit opinion, we have 

disclosed also other deficiencies as in following. 

 

Issue  16 – The management of capital assets 

Finding  In the assets register have been wrongly presented assets that by nature are 

goods and services, respectively service for fumigation in the amount €9,750. 

The assets register was overstated for this amount. 

Risk The lack of correct information about the assets disables an effective 

management and control over assets. This also causes incorrect disclosure of 

information in the Municipality’s AFS. 

Recommendation 16 The Mayor should ensure that all directorates effectively cooperate with the 

assets officer to provide sufficient documents regarding the Municipality’s 

assets. After, the assets officer should regularly maintain this register by 

updating with all required information. 

3.10 Receivables   

Receivables mainly consist from: property tax, fees in business, public spaces, municipal rent, as 

well as the sale of apartments and change of land destination10. 

                                                      
10 The Ministry of Environmental and Spatial Planning has liabilities to the Municipality in the amount €211,759, in the 

name of fee for land expropriation. 
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The amount of receivables at the end of the 2017 was in the amount €1,064,069. The Municipality in 

2017 had not taken any measure to encourage all the obligors of the Municipality to pay their 

obligations. 

 

Issue  17 – Challenges in the management of receivables 

Finding  In the management of receivables have been identified the following 

deficiencies: 

 The Municipality has no internal written procedures placed regarding the 

recording, collecting and reporting of receivables. The Municipality keeps 

the notes recorded in Excel related with payments and receivables that do 

not provide full assurance for their accuracy, as the same notes are 

manually transferred year after year. We could not obtain assurance that 

the initial balance of these accounts is correct; and 

 From the tested samples of receivables from property tax, we have 

noticed that a considerable part of them figures since 2009. Out of them, 

11 cases relate to debts, that derive from business facilities with amount 

€69,303. 

Risk The high level of receivables and ineffectiveness in their collection remains 

challenge also for the next period. Failure to collect receivables risks that 

those to become uncollectable by creating a direct financial loss for the 

Municipality. 

Recommendation 17 The Mayor should ensure that all possible options are actively considered, by 

placing policies and regulations in order to increase efficiency in collecting 

receivables. 

3.11 Outstanding Liabilities 

The Municipality had declared liabilities to suppliers in the amount of €122,751, a lower amount for 

33% compared to 2016. While regarding the claims of other parties toward the Municipality, based 

on current court disputes, the Municipality has listed some possible cases with an amount evaluated 

of €1,439,073. It is worth to mention that contingent liabilities have been considerably increased for 

€903,529. This as a result of lawsuits that relate to damage compensation from earlier years 1999-

2004. 

The Municipality implements a relatively regular process of the liabilities reporting. Directorates in 

general are conscious for the requirements of the regulation for the reporting of unpaid invoices and 

the responsible officer timely reports to Treasury regarding to this. 

Recommendations 

We have no recommendations in this area. 
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4 Progress in implementing recommendations 

Our Audit Report on the 2016 AFS of the Municipality of Obiliq has resulted in 19 key 

recommendations. The Municipality had prepared an Action Plan stating how all given 

recommendations will be implemented. The AG’s report and the progress of implementation of the 

Action Plan for the given recommendations, has not been discussed in the Municipal Assembly. 

From the given recommendations in 2016, seven recommendations have been implemented; three 

were in process and nine have not been addressed yet. From 2015, 15 recommendations were carried 

forward, out of them four have been implemented in 2017, two were not implemented and seven 

others were being implemented. For a more thorough description of the recommendations and how 

they are addressed, see Annex II. 

 

Issue  18 – Low level in Implementing of recommendations from previous and earlier year 

Finding  The Municipality has made limited progress in addressing of 

recommendations because only some of previous year’s recommendations 

have been completely implemented. The Municipality had not followed any 

formal process to manage and monitor how AG’s recommendations have 

been implemented. Furthermore, the Action Plan for their recommendations 

and progress has failed to discuss it at the Municipal Assembly. 

As a result, the unimplemented recommendations such as: low level of 

budget execution to the capital investments, incomplete assets register, the 

lack of risks register, the lack of Audit Committee (AC) and the high level of 

receivables, have been found repeated in the audit reports of the last three 

years. 

Further on, even for the last year’s recommendation regarding the shops that 

are located in the facility “D” and “GJ” which are being used by political 

parties and private businesses, no action was taken by the Municipality in the 

direction of issues a permit for use. 

Risk The required improvements of the operational and other processes may not 

be implemented resulting inn continued ineffectiveness, while the 

recommendations given are not addressed.  

Recommendation 18 The Mayor should ensure that the action plan is reviewed by analyzing the 

causes of unimplemented recommendations, and to sets out a new timeframe 

for addressing of recommendations with accountable staff members, with 

initial focus on areas of greatest significance. Monitoring the progress of the 

recommendations should be done systematically, and there were has 

setbacks, to be proposed adequate measures. 
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5 Good Governance 

Introduction 

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

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

governance with public assets. 

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

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

level of compliance with FMC requirements by Budget Organizations is monitored also by 

completion of the self-assessment checklists completed by all BOs, which are submitted at the end 

of the year to the Ministry of Finance. 

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

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

Overall Governance Conclusion  

In relation to the Good Governance we appreciate the progress that the Municipality has done in 

relation to the compilation of the risks list for 2018 and regular financial reporting. However, there 

are some deficiencies regarding the governance within the Municipality, especially in relation to the 

incomplete implementation of recommendations from the previous year, the budget execution and 

contracts signed, and the modest initiative for the collection of revenues. 

According to the Law for Spatial Planning, the planning of local level is done through three 

documents, such as: Municipal Development Plan; Municipality Zoning Map; and Detailed 

Regulative Plans. 

The Municipality during 2017 had completed the drafting of the 2017-2021 Local Socio-Economic 

Development Strategy, 2016-2025 Municipal Development Plan and the same had calculated the 

cost for its implementation. Further on, the Municipality has established the group to start the 

drafting of Zoning Map as initial document for the creation of the strategy, after which it should be 

created the new Municipal Development Plan. 
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5.1 Internal Audit System 

During 2017 the Internal Audit Unit (IAU) had operated with two members of staff – the Director 

of IAU and one auditor. Currently there is only one auditor, because the Director has used the right 

of early retirement. To conduct an effective audit it is required a comprehensive work program that 

reflects financial and other risks of the audited entity and provides sufficient assurance over the 

effectiveness of internal control. The impact of Internal Audit outputs should be judged by the 

importance that Management places on addressing recommendations and the support provided by 

an effective Audit Committee. 

 

Issue  19 – Challenges in the Internal Audit System 

Finding  Weaknesses related to current IAU operations, are: 

 The IAU had managed to complete six11 audits out of seven that had 

planned which did not cover the current period, but were focused 

only in the activities of the previous period, 2016; and 

 The IAU had given 34 recommendations in total on how the 

Management to improve the functioning of the Internal Control, but 

the units that have been subject of the audit has not prepared action 

plans for addressing of recommendations, except the last report (The 

audit or revenues and expenditures in the Directorate of Health and 

Social Welfare). 

These issues can also be evident as a result of the lack of the Audit Committee 

(AC), which the Municipality has not yet established. 

Risk Dealing with events from the audit after those have occurred does not add 

value the improvement of the situation and prevention of errors that could 

come from the Municipality. While failure to create the AC and failure to 

implement the AG’s recommendations, impacts that the level of internal 

controls to not be improved and increases the risk that the same errors and 

deficiencies to continue to be repeated, resulting in operational 

ineffectiveness and financial losses. 

Recommendation 19 The Mayor should take specific actions for the preparation of the action plan 

for implementation of IAU recommendations, and to take all actions toward 

the administrative units that recommendations address, to have a maximum 

commitment in taking of improvement measures in areas where weaknesses 

have been identified, while the AC establishment should be given special 

importance. 

                                                      
11 Reports for 2016: Management of revenues and expenditures, Reviewing Subsidies Processes, Procurement Process, 

Management of Assets and Inventory, Reviewing Donations Processes and Audit of Revenues and Expenditures in 
DHSW for 2017. 
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5.2 Management Reporting, Accountability and Risk Management 

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

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

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

in a transparent way. 

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

as intended, we have noticed that the measures applied need strengthening in order to enable an 

effective and timely response to the identified operational problems. 

 

Issue  20 – Weaknesses in management controls and risk management 

Finding  As a result of poor management controls, substantial amounts from the 

capital investments budget have not been spent, and a large number of 

barriers were done in the last quarter of the year. Further on, the management 

of receivables was not in the proper level. The Management should carry out 

regular analysis for budgetary performance, to review the procurement plan 

and the collection of revenues. 

According to the Financial Management and Control regulations, the 

Municipality should have a risks management system. For 2017 this system 

was not designated to foresee also the monitoring actions for oversight of 

activities for the risks management. 

Risk Poor accountability requirements and financial reporting should be 

strengthened to impact in the effectiveness of financial management. This 

results in weaknesses in the budget process and reduces Management’s 

ability to respond to financial challenges in time. 

Recommendation 20 The Mayor should ensure that a review has been carried through to 

determine the form of financial and operational reporting to Senior 

Management. Budgetary performances, including revenues and 

expenditures, and procurement plan should be subject to regular reporting 

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

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

all appropriate measures/actions to put the exposed threats under control. 
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Annex I: Explanation of the different types of opinion 

applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

statements are prepared, in all material respects, in accordance with the applicable financial 

framework. 

If the auditor concludes that, based on the audit evidence obtained, the financial statements as a 

whole are not free from material misstatement, or is unable to obtain sufficient appropriate audit 

evidence to conclude that the financial statements as a whole are free from material misstatement, 

the auditor should modify the opinion in the auditor’s report in accordance with the section on 

“Determining the type of modification to the auditor’s opinion”. 

148. If financial statements prepared in accordance with the requirements of a fair presentation 

framework do not achieve fair presentation, the auditor should discuss the matter with the 

management and, depending on the requirements of the applicable financial reporting framework 

and how the matter is resolved, determine whether it is necessary to modify the audit opinion. 

Modifications to the opinion in the auditor’s report 

151. The auditor should modify the opinion in the auditor's report if it is concluded that, based on 

the audit evidence obtained, the financial statements as a whole are not free from material 

misstatement, or if the auditor was unable to obtain sufficient appropriate audit evidence to 

conclude that the financial statements as a whole are free from material misstatement. Auditors may 

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

opinion. 

Determining the type of modification to the auditor’s opinion 

152. The decision regarding which type of modified opinion is appropriate depends upon: 

 The nature of the matter giving rise to the modification – that is, whether the financial 

statements are materially misstated or, in the event that it was impossible to obtain sufficient 

appropriate audit evidence, may be materially misstated; and 

 The auditor’s judgment about the pervasiveness of the effects or possible effects of the matter 

on the financial statements. 

153. The auditor should express a qualified opinion if: (1) having obtained sufficient appropriate 

audit evidence, the auditor concludes that misstatements, individually or in the aggregate, are 
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material, but not pervasive, to the financial statements; or (2) the auditor was unable to obtain 

sufficient appropriate audit evidence on which to base an opinion, but concludes that the effects on 

the financial statements of any undetected misstatements could be material but not pervasive. 

154. The auditor should express an adverse opinion if, having obtained sufficient appropriate audit 

evidence, the auditor concludes that misstatements, individually or in the aggregate, are both 

material and pervasive to the financial statements. 

155. The auditor should disclaim an opinion if, having been unable to obtain sufficient appropriate 

audit evidence on which to base the opinion, the auditor concludes that the effects on the financial 

statements of any undetected misstatements could be both material and pervasive. If, after accepting 

the engagement, the auditor becomes aware that management has imposed a limitation on the audit 

scope that the auditor considers likely to result in the need to express a qualified opinion or to 

disclaim an opinion on the financial statements, the auditor should request that management 

remove the limitation. 

156. If expressing a modified audit opinion, the auditor should also modify the heading to 

correspond with the type of opinion expressed. ISSAI 170519 provides additional guidance on the 

specific language to use when expressing a modified opinion and describing the auditor’s 

responsibility. It also includes illustrative examples of reports. 

Emphasis of Matter paragraphs and Other Matters paragraphs in the auditor’s report 

157. If the auditor considers it necessary to draw users’ attention to a matter presented or disclosed 

in the financial statements that is of such importance that it is fundamental to their understanding 

of the financial statements, but there is sufficient appropriate evidence that the matter is not 

materially misstated in the financial statements, the auditor should include an Emphasis of Matter 

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

presented or disclosed in the financial statements. 

158. An Emphasis of Matter paragraph should: 

 be included immediately after the opinion; 

 use the Heading “Emphasis of Matter” or another appropriate heading; 

 include a clear reference to the matter being emphasized 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 emphasized.  

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 judgment, is relevant to 

users’ understanding of the audit, the auditor’s responsibilities or the auditor’s report, and provided 

this is not prohibited by law or regulation, this should be done in a paragraph with the heading 

“Other Matter,” or another appropriate heading. This paragraph should appear immediately after 

the opinion and any Emphasis of Matter paragraph. 
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Annex II: Progress in implementing recommendations of previous two years 

Audit 
Component 

Recommendations carried forward from 2015 Implemented 
during 2017  

Under implementation during 
2017 

Not 
implemented 

1 Annual 
Financial 
Statements and 
other External 
Reporting 
Obligations 

The Mayor should ensure that an analysis is undertaken to 
determine the causes for failure to address significant risks 
relating to completeness of assets that may result in the 
emphasis of matter. Action should be taken to address the 
underlying causes in a systematic and pragmatic manner to 
ensure the correct valuation of capital assets. This process 
should be monitored formally by the Mayor. 

  No measures 
taken. 

1 Annual 
Financial 
Statements and 
other External 
Reporting 
Obligations 

The Mayor should ensure that effective processes are in place 
to confirm that the 2016 AFS production plan formally 
addresses all compliance issues. This should also include the 
draft AFS by management, with specific focus on high risk 
areas and/or areas where errors have been identified in 
previous years. The Declaration made by the CEO and CFO 
should not be submitted unless all necessary checks have 
been applied to the draft AFS. 

  No measures 
taken. 

2.3 Previous Year 
Recommendation
s 

The Mayor should ensure why the action plan is not 
implemented for the last year, and should clearly set out a 
timetable for 2015 for addressing the recommendations made 
by the AG with accountable staff members identified and 
with initial focus on those of greatest significance raised by 
audit 

 Has been prepared and 
submitted the action plan, but 
the level of implementation of 
recommendations is very low. 
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2.4 FMC Self-
Assessment 
Checklist 

The Mayor should handle the drafting of a comprehensive 
strategy as an issue of emergency, which would determine 
development objectives followed by resources required for 
its achievement. The Mayor should also 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 self-assessment checklist and to ensure supporting 
documentation should be applied by internal audit. 

Yes   

2.5.1 Risk 
Assessment 

The Mayor should ensure that immediate responsibility for 
risk management is delegated to a named Director and 
ensure monthly reporting on the implementation of 
requirements in this area and the risks that are being 
managed. 

  No measures 
taken. 

2.5.2 
Management 
Reporting 

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 support effective 
business management - and ensure that an appropriate 
solution is in place by the end of 2016. 

 Minutes of the director board 
meetings are kept, but need to 
be done the formal reporting 
regarding the financial side. 

 

2.6 Internal Audit 
System 

The Mayor should establish the Audit Committee in order to 
obtain maximum benefit from Internal Audit activity. The 
Audit Committee should initially ensure that IAU has all 
resources necessary for carrying out an independent and 
effective audit. In addition, CA should critically review 
Internal Audit plans to confirm that they are risk based and 
provide the required assurance to management on 
effectiveness and adequacy of controls. It should also review 
actions taken by management on Internal Audit 
recommendations. 

  No measures 
taken. 
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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. This activity should be preceded by a 
sound planning process, defining objectives and their liaison 
with municipality’s budget. 

 The budget execution in total 
is acceptable 91%, but at the 
capital investments the 
execution is low. 

 

3.4 Procurement The Mayor should ensure that an internal review is 
implemented to determine why specific Procurement 
requirements are not addressed for all procurement 
exercises. Subsequently enhanced controls should be 
introduced to ensure that the systematic weaknesses 
identified are addressed within a reasonable time period 
during 2016. 

Yes   

3.5 Expenditure 
not related to 
Procurement 

The Mayor should ensure that Financial Regulation no. 
01/2013/MF is applied on expenditures of public funds for 
procurement expenditures, strengthening controls for co-
financing payments. Other payments too should be evidence 
based justifying the official purpose of expenditures and 
monitoring the procedures from beginning. 

Yes   

3.6 Revenues 
(including own 
source revenues) 

The Mayor should ensure a forecast based on real analysis on 
municipality’ revenues prior to the proposal for approval by 
the Municipal Assembly. This process should include all 
potential municipality revenues, including those from 
expropriation of municipal properties. 

 The level of execution has 
reached in 86% of the planned 
revenues. 

 

3.6 Revenues 
(including own 
source revenues) 

The Mayor should strengthen controls on granting and 
inspection of permits and should ensure the implementation 
of procedures and professional staff engagement according 
to legal requirements. 

Yes   
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3.6 Revenues 
(including own 
source revenues) 

The Mayor should ensure an adequate planning of property 
tax revenues and install controls on property verification to 
raise awareness on revenues from this source and achieve 
municipal objectives. 

  No measures 
taken. 

3.7 Assets and 
Liabilities 

The Mayor should ensure that an effective process of 
recording all assets is taken, determining key roles that 
Department of Cadaster may have in this process, gathering 
and reporting all data on properties under municipality 
ownership. Further, a special commission should conduct an 
assessment of assets identified and after the critical review by 
the Mayor; a report should be submitted to the assets officer 
in order to proceed with the proper recording into KFMIS 
(assets module). Commission for Assets Stocktaking and 
Evaluation should be annually and adequately established, in 
order that stocktaking is conducted to confirm existence of 
assets (in particular the movable assets). All activities should 
be conducted before 2016 AFS are submitted to MoF. 

  No measures 
taken. 

3.7.2 Handling of 
Receivables 

The Mayor should analyze reasons of high level of 
receivables and should strengthen controls to prevent their 
further increase. An adequate strategy and mechanism 
should be presented to enable collection of historical 
receivables, including legal remedies. 

  No measures 
taken. 



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

 

 35 

3.7.3 Handling of 
Debts 

The Mayor should strengthen management controls, 
ensuring a detailed and real planning of budget and 
utilization of funds is done based on a clear cash flow plan, 
thus in no case exceeding allocated cases of funds according 
to economic categories. For handling these accumulated 
debts, the Mayor should present a plan which foresees 
concrete actions for gradual payment of municipality debts. 
Implementation of this plan should be monitored directly 
from the Mayor. 

Yes   

Audit 
Component 

Recommendations given in 2016 Implemented In process of implementation Not 
implemented 

1.3 Financial 
Statements 

The Mayor should, when the AFS are prepared, ensure that 
the required documentation for the processing of amounts 
received from third parties in the statements as well as in the 
respective module in the KFMIS has been completed, the 
assets register is complete, including lands owned by the 
Municipality, and items that do not meet the criteria of 
assets, should be removed from the registers. The Mayor 
should ensure that an appropriate solution is found to cover 
the position of the CFO. Further on, before the statements are 
sent to the MoF, they should undergo a comprehensive 
review of their content and accuracy, with particular 
emphasis on recording third party payments and disclosures 
of other information. 

  No measures 
taken. 
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2.1 
Implementation 
of 
recommendations 

The Mayor should consider the reasons why a number of 
previous year’s recommendations have not been 
implemented and to ensure that the action plan prepared 
after receiving this report will incorporate all the 
recommendations given and will set the exact deadlines, 
measures and persons responsible for implementing the 
recommendations. In order to improve the process, progress 
reports on the implementation of the recommendations 
should be reviewed quarterly and the accountability 
mechanism should be in place. 

 Has been prepared and 
submitted the action plan but 
the level of implementation of 
recommendations is very low. 

 

2.2 Self-
Assessment 
Checklist of FMC 

The Mayor should address the finalization of the 
comprehensive strategy, the risk register as a matter of 
priority, to ensure that after the risk register has been drafted, 
direct responsibility for risk management is delegated to a 
respective director who in coordination with the heads of 
other units will manage this process and report on a regular 
basis on the risks. 

  No measures 
taken. 

2.3.1 Lack of 
Strategic Plans 

The Mayor should ensure that draft strategic plans are 
finalized and operational plans and action plan are drafted 
for monitoring the achievement of results against objectives 
by establishing effective oversight functions. 

Yes   

2.3.2 
Management 
Reporting 

The Mayor should ensure that the reporting by the heads of 
municipal departments is sufficient, qualitative and timely in 
order to increase the decision-making ability and timely 
response to situations that may threaten the smooth running 
of the Municipality’s financial and operational activities. 

 In process, meetings are being 
held every week and have 
minutes. But, the issue raised 
in report still shows the 
weaknesses presented and not 
analyzed in the reports done. 
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2.4 Internal Audit 
System 

The Mayor should strengthen co-operation with internal 
audit by identifying more sensitive areas for auditing based 
on the potential risk level as the basis for drafting the annual 
work plan. Subsequently, it should review the actions taken 
by the management in relation to the implementation of the 
internal audit recommendations. The establishment of the 
Audit Committee should also be a matter for consideration 
within a reasonable time. 

  No measures 
taken. 

3.1.1 Revenues The Mayor should ensure that the property tax office has 
sufficient resources to complete the annual property 
verification process for the purpose of meeting the legal 
obligation on the one hand and increasing revenue from this 
source on the other. 

  No measures 
taken. 

3.1.1 Revenues The Mayor should ensure that renting processes are followed 
by setting clear criteria for interested bidders, so that the 
Municipality gains maximum benefits from renting public 
spaces. 

  No measures 
taken. 

3.1.1 Revenues The Mayor should ensure that users of municipal premises 
are provided with contracts specifying all terms of use, 
duration, deadlines for payment, and condition of facility 
maintenance. 

  No measures 
taken. 

3.1.2 Wages and 
Salaries 

The Mayor should ensure that a review is made by the 
Education Directorate, for teachers who meet the criteria to 
get equipped with contracts with indefinite term, all the 
education staff who meet the legal requirements. 

Yes.   
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3.1.3 Goods and 
Services 

The Mayor should ensure that for all activities that are 
needed for procurement procedures, appropriate procedures 
should be developed in order to ensure the transparency of 
the process and the most appropriate prices that competition 
offers. 

 Partially, the mentioned issues 
in recommendation have been 
repeated, however in this year 
weaknesses have been 
presented in the bid 
evaluation. 

 

3.1.3 Goods and 
Services 

The Mayor should ensure that the funds are spent in 
accordance with the initial appropriations of the budget, and 
in case of such deviations, the expenditures should be 
presented and disclosed in accordance with the legal 
requirements for a fair reflection on the financial reporting. 

Yes.   

3.1.5 Capital 
Investments 

The Mayor should ensure that no project forbids the 
execution of Work before drafting executive projects, and 
strengthen oversight controls and resolve all issues that may 
reflect on project execution delays. 

Yes.   

3.1.5 Capital 
Investments 

The Mayor should ensure that prior to commencing the 
execution of the projects, the appropriate funds for each 
project are allocated and the execution of planned projects 
with the Annual Procurement Plan is not endangered. 

Yes.   

3.1.5 Capital 
Investments 

The Mayor should ensure that all control measures are taken 
that co-financing agreements, including clear reporting 
requirements, are implemented and monitored in line with 
the main requirements of the agreements. 

Yes.   

3.1.5 Capital 
Investments 

The Mayor should apply additional controls in order for the 
payments to be in accordance with the financial rules, 
respectively the Purchase Order to be created and prepared 
by the Budget Organization according to the foreseen 
requirements. 

  No measures 
taken. 
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3.2 Capital and 
Non Capital 
Assets 

The Mayor should secure an accurate asset register that the 
asset officer before making proper recording ensures that the 
criteria according to the regulation on recording of assets are 
met, and ensure the functioning of the e-asset system 
throughout the municipality. The inventory committee 
should provide a summary report on the inventory results. 
The list of municipal property valuations is reviewed and all 
disputed properties are removed from the list. Once the 
process has been completed, all records are updated in the 
accounting records of the assets. 

  No measures 
taken. 

3.2.2 Handling of 
AR 

The Mayor should analyze the high level of receivables and 
strengthen the controls to prevent further increase. Adequate 
strategies and mechanisms should be introduced to allow 
their accurate reporting as well as collection of historical 
receivables, including legal actions. 

  No measures 
taken. 

3.3 Liabilities The Mayor should ensure that all received invoices are 
processed for payment within the deadline set by Treasury 
Rule no. 02/2013, and ensure better and more efficient 
management for reporting needs. 

Yes.   
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Annex III: Letter of confirmation 

 

LETTER OF CONFIRMATION  

 

To: National Audit Office                                                                    Venue and date: 11.06.2018 

 

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 Obiliq, 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: 

Xhafer Gashi 
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