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The National Audit Office undertakes regularity and performance audits and is
accountable to the Assembly of Kosovo.
Our Mission is to contribute to sound financial management in public administration.
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.
Performance audits undertaken by the National Audit Office are independent,
objective and reliable reviews that assess whether government actions, systems,
operations, programs, activities or organizations comply with the principles of
economy1, efficiency2 and effectiveness3 , and whether there is room for improvement.
Auditor General has decided in relation to this report “Management of Own Source
Revenues at Municipal Level” in consultation with Assistant Auditor General Vlora
Spanca, who has supervised audit.
The team that produced this report:
Myrvete Gashi, Audit Director
Vlora Duraku, Team Leader
Ariana Gjonbalaj, Team member
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Economy - The principle of economy connotes minimising the cost of resources. Resources used should be
available on time, at the right quantity and quality and with best price
2 Efficiency - The principle of efficiency connotes securing the most out of available resources and has to do with
the relationship between the resources mobilised, and results given in terms of quantity, quality and time
3 Effectiveness - The principle of effectiveness connotes achievement of established objectives and expected results.
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Executive summary
National Audit Office has examined performance of management of own source revenues at
municipal level. Purpose of management of own source revenues in municipalities is to provide
better services for citizen, in return for their payment. Municipal revenues contribute in filling of
the budget of a municipality and as such they constitute one of main sources of municipal revenues.
Own source revenues are not being managed well. Management of own source revenues at local
governance level is not being developed at a satisfactory level and according to good practices.
Planning of own source revenues for municipalities is done by the Ministry of Finance based on its
municipal projections of own source revenues. The Ministry reviews initial municipal projections
as a base for planning, but these projections are not finalised at the level proposed by the
municipalities, which causes difficulties in implementation of the plan. Planning Own source
revenues without basing in real parameters, results in divergence between collection and spending
of these revenues. Establishment of tariffs for municipal services varies from one municipality to
another, and as a result costs for the same services are evidently significant. There are cases when
tariffs for the same services are over four (4) times higher and this may cause dissatisfaction and
affect in citizens’ wellbeing. However, we have to mention, that is noticed a decreasing tendency of
use of own source revenues for wages and salaries and goods. and services from 2015 to 2017. This
is an advantage, because the purpose is to use these revenues more in capital investments and
subventions, which would impact directly in increasing citizen’s wellbeing.
There are several reasons why municipal own source revenues are not managed well.
Firstly, lack of procedures and adequate manuals by the Ministry of Finance, on planning own
source revenues, creates difficulties to municipalities in applying a unique system from
municipalities.
Secondly, lack of municipal internal procedures for the planning process, without developing real
analysis related to existing potential on collection of revenues, creates difficulties in planning and
collection of revenues. Prices for provided services to citizens are not determined based on adequate
analyses and calculations. Collecting revenues without a declaration for collection and designation
in use of own source revenues, causes difficulties in efforts for maximisation of revenues.
Thirdly, there are deficiencies related to reporting system and transparency. Audited municipalities
have not achieved to have effective reporting to provide important data and sufficient information
for the users of these reports. Municipalities have not set in place a formal and functional process
which would ensure transparency on identification of needs by citizens up to the approval of
projects by Municipal Assemblies.
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We recommend the Ministry of Finance to take into consideration the following:


To increase cooperation with municipalities in order to improve planning process and
managing of own source revenues in general ,and



To ensure establishment of a unique system related to planning of own source revenues for
all municipalities, by compiling and designing adequate procedures and manuals on
planning of these revenues.

We recommend Municipal Assemblies to take into consideration the following:


To ensure establishment of a formal and functional process which would ensure
transparency toward citizens in identifying the needs for execution of projects according to
priorities



Annual reports should contain sufficient information and give a reflection on results,
conclusions and recommendations on achievement of municipal objectives.

We recommend Municipalities to take into consideration:


To ensure establishment of internal procedures on the planning process of own source
revenues, based on realistic criteria and analysis, reasonable and achievable;



To establish a process of periodical review of prices for services provided to citizens, based
on respective analysis;



To ensure drafting of a statement of policies for collection and designation of use of own
source revenues; and



Performance reporting system to be conducted by measuring results compared with
planning and to serve as a base for planning and decision-making in the future.

(For more detailed conclusions and recommendations, refer to the body of the report)

Responses of parties included in the audit
All institutions involved in the audit, such as: the Ministry of Finance, Municipality of Prishtina,
Mitrovica, Gjilan, Lipjan and Shtime have agreed with audit findings and recommendations. This
performance audit has had as audit sample five out of 38 municipalities in Kosovo, while
conclusions and recommendations given could also be applied to other municipalities that were not
directly involved in this audit, and which improve the management process of own source
revenues. We encourage institutions involved in this audit and all the municipalities to make all
efforts to address recommendations that were given.
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1

Introduction

Decentralization4 process in the Republic of Kosovo is one of the most important pillars of local selfgovernance in the function of direct identification of needs and performing services to the benefit of
citizens.
Implementation in practice of the law for local self-governance from 2008, marked the beginning on
transferring of competencies, obligations, funds and responsibilities of local self-governance units.
With one word, it was established a legal framework for initiation of a process for greater
independence of municipalities in their work, and the opportunity to create a new picture and
image, in order to improve services which are provided to citizens5.
Kosovo citizens, along with the rights and benefits, guarantied with the Constitution of the country,
have also obligations and individual responsibilities toward state institutions. Among these
obligations are taxes6 and fees7, which are financial liabilities, determined with the law, which
should be paid by citizens.
Municipal revenues from fees and taxes, constitute the main pillar from which depends financial
sustainability of a municipality. They contribute to the filling the budget of a municipality and, as
such they constitute main source of municipal revenues.
While fees aim the increase of revenues, the aim of taxes is to cover service provided. Therefore,
their payment cannot be considered as obligation only, because the majority of these funds are
returned or destined in capital investments to the benefit of citizens and fulfilment of identified
needs, like in the construction of roads, schools, improvement of municipal public services etc.
Law on Local Government Finance clearly determines that sources of municipal revenues, besides
the government’s grant, also consist of own source revenues, even though with very low
participations, which municipalities of the Republic of Kosovo are able to collect for provided
services8.
Municipal own source revenues are financial funds which are collected by municipality on behalf
of services provided for citizens, which should be based on regulations approved by the Municipal
Assembly.
Kosovo municipalities continue to be dependent from central level. Almost in all municipalities
above 80% of their budget is from Government Grant (hereinafter: GG), with exception of the is the

4 Decentralization

is the process of transferring competences and funds from the state to the self-governance units.
UNMIK Regulation no.2000/45 on Self-Government of Municipalities in Kosovo was first act with legal power which
established foundations of a local democratic self- government system and in the service of the citizens in Kosovo state.
With this regulation was established legal base of local self-government system in accordance with European democratic
principles and practices.
6 Tax is a payment which a person pays to the state, in an exchange for certain service. In exchange of paid tax, person
would had individual benefits. They may not be paid in regular time basis, because they are paid when we receive certain
service only.
7 Tax is a certain amount which each citizen pays to the state for assets and revenues he has in exchange of paid fees, benefits
are collective and, as a such they are paid regularly.
8 According to article 8 of the Law on Local Government Finance
5
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Municipality of Prishtina, which in its overall budget, has 40% of the budget from revenues that
generates itself.
Whereas, according to the Law on Public Financial Management9 taxes are determined as public
money which should be collected in Kosovo Budget (hereinafter KB). All public money shall be
deposited in the KB, in accordance with the Financial Management Control Rules, public money
may only be used or spent after it has been duly appropriated in accordance with this Law (see
illustration presented below).
Illustration 1. Process of collection and distribution of own source revenues at local level

Central Budget

Municipality

Returned to citizens

Citizens

Collected to citizens

Above illustration present the process of collection of own source revenues from citizens.
Afterwards, these revenues with the appropriation and approval of the budget, Ministry of Finance
(hereinafter MoF) transfers them back to municipalities to be used in following financial year.

9

According article 2 of the Law on Public Financial Management
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1.1

Objective and audit questions

Objective of this audit is to assess whether there is an effective system of managing own source
revenues at local level, in order to achieve municipal objectives toward improvement of services
toward citizens.
In order to respond to audit objective, we have asked the following audit questions:
Main question of this audit is:
Are own source revenues managed properly , in order to achieve municipal objectives?


Do the municipalities have strategic/development plans, proper policies, where are foreseen
objectives toward fulfilling citizens’ priorities?



Is money from own source revenues being distributed toward execution of identified
priorities and to the benefit of citizens?

Scope of this audit covers the period 2015-2017 including planning, coordination, monitoring and
reporting, related to own source revenues at a local level. Subject of this audit from central
governance level is MoF and MLGA, which we disclosed related to duties and responsibilities (see
Annex 3). Whereas from the local governance level, five (5) municipalities have served as study
cases, in order to illustrate how are managed revenues at local level. Audited municipalities are the
following: Mitrovica, Prishtina, Gjilan, Lipjan and Shtime.
Our procedures include a review of activities related to management of these revenues to the level
which is considered necessary for effective audit execution. Audit findings should not be considered
they represent a comprehensive statement of all existed weakness or all improvements which can
be done for the applied systems and procedures.
Detailed audit methodology used during this audit, audit criteria and scope are presented at the
annex of this report, (see Annex 2).
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2

Description of the system for managing own source
revenues

MoF plans on how much a municipality should collect, based on projections of municipal own
source revenues, recommendations of grants committee, and according to macro-fiscal assessments,
which are considered also as final plan (ceiling), which is expected to be collected by all
municipalities.
After reviewing these projections and recommendations of the committee, is sent the budget
Circular by the MoF to municipal levels. It is important to emphasize that budget circulars which
are sent by MoF, are considered by municipalities as ambitious plans, and not based in analysis, and
municipalities are not informed on establishment of these limits. According to the interview
conducted in the MoF, one of the reasons behind establishment of these limits for collection of
revenues is that municipalities have potential for collection of revenues, but there is no readiness
and dedication in their maximisation. As long as collection of own source revenues does not reflect
with any consequence from central level toward municipal one, and the sole responsibility of
municipalities, in line with this planning, remains under the willingness and possibility of collection
of own source revenues.
In relation to the central level, MoF is the responsible authority for drafting and approving a system
of rules, standards and procedures, which ensure economic, efficient and effective administration
of financial public resources. Furthermore, Ministry is responsible for the preparation of budget for
municipalities and the planning process of own source revenues.
Also, municipalities do not have internal formal procedures for planning of own source revenues,
by presenting clear instructions for participants included in this process in order to provide data in
regard to what kind of analyses and parameters would be taken into consideration, during planning
from units which generate revenues.
Municipalities have flexibility in preparing budget of own source revenues and the manner of their
designation. One of the most important segments, in the process of drafting the budget, is the one
of determining priorities, especially in the part of category of capital investments, where
municipalities are obligated to arrange such meetings with citizens. But, in fact, municipalities are
not paying special attention in order to increase citizens’ wellbeing. It is municipalities’
responsibility to generate own source revenues based on annual budget plan and on approved
municipal regulations. Municipalities decide at their discretion for which services citizens should
pay. Whereas, decision making body for these issues, is the municipal assembly, which, through
various regulations foresees forms of collecting for municipal services. Municipalities are directly
obligated to generate own source revenues according to final assessments of the MoF, which are
considered at the same time strict and final.
It is important that their collected revenues to be used to fund necessary expenditures for executing
their projects to the benefit of services toward citizens and that management of their financial funds
is transparent and accountable. Municipalities collect own source revenues through forms as

10
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revenues collected directly by municipality10 as municipal activity and revenues collected by the
central level11, which are then transferred to municipalities for their further use.
Citizens of respective municipalities are inevitable part of planning process of municipal budget
and of special importance, where municipalities should be accountable and transparent to them for
the manner of planning and use of funds, advancing toward execution of objectives and to improve
services they receive in return and increasing their wellbeing.
Public money shall be used only for approved public purposes. No budget organization or
municipality can deviate, mismanage or use in irregular way public money. Public money can be
spent only from appropriated and allocated funds and in accordance with the rules and annual
budget law. Further, a well-planned budgetary process, results with better financial decision, thus
positively influencing in overall function of the institution and in achievement of its objectives.
Furthermore, in relation to responsibilities and actual legal framework in regard to management of
own source revenues,
(See Annex 3)

10
11

Revenues from tax on property, urbanisation, issuance of permits, alteration of designation of land exploitation etc.
Revenues from court fines, from cutting woods and revenues from police citations.
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3

Audit findings

In this chapter we have presented findings which are related with main actors of the institutions at
central level, which apart from duties are responsible for the manner of establishment of legal and
procedural regulation, determining of projections on planning of own source revenues for all
municipalities and findings related to local level (municipalities), as responsible for collection and
spending of these revenues, monitoring of these municipalities and reporting of municipal level
institutions on their performance. This report is structured in three parts/chapters:


Chapter 3.1 is related to good governance, role of responsible parties on development and
functioning of the Municipality, including strategic framework of planning, achieving goals
and objectives, statement of policies for collection and designation of spending of own
source revenues and planning process of central and local institutions;



In the Chapter 3.2 is presented collection of own source revenues, compared with planning,
distribution and their spending according to the needs and priorities and failure to spent
revenues and transfer to the next year, and



In the chapter 3.3 are presented audit findings, related to the monitoring and annual
reporting of performance of the municipalities.

3.1

Current management and planning of municipal incomes is
not in the spirit of good governance

Responsible actors have not managed to coordinate and plan their activities, in order to ensure
proper management of own source revenues at local level, in order to achieve organizations’
objectives for achieving priorities in the future. Non-functioning is apparent in the governance
overall structure, including strategy, purposes and overall objectives, standards, policies and
procedures of the organization, development and their achievement.

3.1.1

Strategic framework of planning, achieving goals and objectives

Overall development strategy is not drafted by all municipalities, which were subject of audit.
Municipality of Lipjan and Gjilan have not achieved to draft their strategic development plans,
whereas municipality of Mitrovica and Shtimes have drafted overall strategic plans. Among others,
these strategic plans foresee creation of the vision, mission definition, strategic objectives and
necessary activities for achieving these goals, through implementation of programs and projects.
Also Municipality of Prishtina has drafted Municipal Development Plan which is very voluminous
document and it contains important and specific information, but financial cost for its
implementation is not calculated and time frames for achieving objectives are not determined.
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Sectorial strategies are drafted from all municipalities which, despite importance they have for the
development of the respective sector, they cannot replace a comprehensive development strategy.
None of the audited municipalities, in their strategic documents, have presented specifically the
part of own source revenues, while they are considered as main own source revenues of the
municipality. Lack of presenting of these revenues in relation to their collection and spending, does
not ensure that foreseen projects in the strategic document will have sufficient funds toward their
achievement and implementation.
Action Plan for achieving foreseen objectives in strategy is absent in all audited municipalities,
except for in the Municipality of Prishtina. In this action plan the Municipality presented purposes,
execution of activities, responsible actors, but has not included the financial plan or the costing of
execution of their activities and consequently it does not ensure implementation of the strategy.
Monitoring of implementation of the strategic and operational plan as the integral part of the
strategy is not conducted by the audited municipalities which should be followed in systematic and
measurable manner. Municipalities have to produce reports in line with their own operational
plans, in order to review progress about achievement of goals and strategic objectives. In fact, none
of municipalities that were subject to audit, have produced such annual reports of monitoring,
except for quarterly periodical reports where is shown execution of the budget, compared with
initial plan. Lack of such report makes it impossible to carry out activities within the parameters of
goals and objectives established.
Also, as a very important part which is absent in municipalities, is the evaluation process, which is
more analytical and independent and its aim is to measure impact and effects of a strategy.

3.1.2

Statement of policies for collection and designation of use of own
source revenues

Municipalities have not drafted the statement of municipal revenues, which should be prepared in
regular annual basis12, which local governance aims to apply in financial year for determination of
tariffs, fees and prices in order to cover full economic13 costs and to ensure there is a system for
collection and use of these revenues. Also they do not have overall plans toward concrete actions
for maximisation of these revenues and designation of their use in the best possible way.
Municipalities which were subject of audit, have approved each year regulations on taxes, tariffs
and fees and regulation on tax on property. However for the same services, tariffs are different
across municipalities, which we produced in the following table. Further, approved regulation
across municipalities, during the years 2015-2017, almost never changed with exception of a tariff.
Even though according to the report14 and interviews with key officials in MLGA and in

Government document Queensland, Australia “Own source revenue: policies and options for Local Governments”,
(Regulation of Local Governance 2012, article 193)
13 Cost of which should not exceed cost for providing services, including cost for the use materials and devices
14 Analysis of own source revenues in the Municipalities of the Republic of Kosovo, MLAG 2015
12
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municipality, they affirmed there is needed to continually review these tariffs, but they have not
achieved so far to make changes and to harmonize these tariffs.
Table 1. Types of services provided to citizens and tariffs in five Kosovo municipalities

Kosovo Municipalities
Types of services
Entry into marriage during working
hours (in municipality)

Prishtina

Lipjan Shtime Mitrovica

Gjilan

€15

€10

€5

€8

€5

€100

€80

€100

€25

€50

€10

€10

€20

€3

€10

Correction of personal name

€2

€3

€5

€3

€5

Issuance of birth certificate

€1

€1

€1

€1

€1

Issuance of marriage certificate

€1

€1

€1

€1

€1

Issuance of death certificate

€1

€1

€1

€1

€1

N/A

€3

€1

€2

N/A

€1

Entry into marriage outside municipal
premises
Change of personal name

Issuance of death act
Certificate of citizenship

3 Cost-free
€1

€1

Source: Data processes from NAO based on information and analyses

As it is seen from above table, in audited municipalities are identified many differences in
determining tariffs for issuance of the same documents. Entry into marriage outside municipal
premises has big differences among municipalities. Most emphasized differences are identified in
municipality of Prishtina, where tariff for this service is four (4) times higher compared with
municipality of Mitrovica, or €75 higher cost for the same service. Whereas, entry into marriage
during working hours in audited municipalities has different prices for the same service, starting
from 5 (five), 8 (eight), 10 (ten) and €15. Also, in regard to change or correction of personal name,
there are big differences in payment of tariffs for execution of these services. In some municipalities,
these differences are from two (2) to five (5) times with higher cost for the same service. As you can
see from the table, also for other services, there are slight differences.
Revenues collected from these services present a low percentage, which constitutes approximately
5% from overall level of own source revenues. Applying different tariffs for the same services,
creates dissatisfaction on determination of process to citizens for the performed payments of the
same municipal services. These tariffs are changed without any base, or formal supporting
produced document, without giving the reasons on what kind of analyse is decided this tariff.
According to interviews15 with municipal officials, we were informed that determination of cost for

Interviews conducted in audited municipalities (Mitrovica, Shtime, Prishtina, Gjilan and Lipjan), with officials of
revenues

15
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these tariffs is done in the post war period and they failed to produce any evidence on determination
of these costs.
The revenues from tax on property (determination of areas within Municipality) is considered a
very important revenue and at the same time it is the greatest part of the structure of own source
revenues, which constitutes 30-40% of municipal own source revenues. Tax on property is a
municipal fee, which is applied on immovable properties within the territory of a municipality and
it is the single tax which is decentralized at municipal level, with some limitations from central level
in regard to legislation and function of collection.
Municipalities, which were subject of audit, have approved on annual basis, their municipal
regulation on tax on property, with tariffs forecasted within determined limits in tax scale from zero
point fifteen per cent (0.15 %) until one per cent (1%). Municipality approves each year annual
municipal regulation, by determining tariffs within those limits, based on areas (Area 1, 2, 3, 4), and
for each area are applied different tariffs. We have assessed that regulations approved during the
2015-2017 and even earlier are not changed, even though municipalities are obligated to make
reassessment of areas within certain periods. Another lack, according to interviews16 and audit
Report17 is noticed also non-identification of all taxpayers of that locality and also non-verification
of properties, forecasted with legislation. Identified lacks shows the fact that municipalities have
not used properly legal possibilities for collection of municipal revenues.
It is worth to mention that manner of spending of these funds in audited municipalities it is not
defined and they don’t have any formal document on use of these funds, which are collected from
tax on property. But, according to interviews, these revenues are preferred to be spent for projects,
which are considered to be to the benefit of citizens.
This document will serve to municipalities to distribute and spend collected funds, in projects which
have impact in improving infrastructure, in order to increase wellbeing of citizens in the respective
territory, even though, according to analysed data, most of the revenues are spent for this purpose.
But, there are cases, in the absence of this document, a certain part of revenues remains to be
designed and spent for projects, in which citizens have not direct benefits.

Interviews conducted in audited municipalities, (Prishtina, Gjilan, Mitrovica, Lipjan, Shtime), with official of tax on
property
17 Performance audit report on effectiveness within the property tax information, published in April 2018, accessible
through http://zka-rks.org/wp-content/uploads/2018/04/Audit report_PTIS_English.pdf
16
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3.1.3

Planning process of own source revenues, responsibility of central and
local level

Budget planning in audited municipalities is very dynamic and complex. Ministry of Finances,
respectively Department for Municipal Budget, as important actor in this process, has not achieved
to draft any procedure or regulation, which specifies unique instructions on the planning process
for all, even though, according to interviews with officials of this unit, they evaluated it is necessary
and they are making efforts for establishing procedures, which regulate this matter.
Also municipalities have not drafted internal formal procedures for planning own source revenues
and clear instructions for participants included in this process, in order to provide data in regard to
what analyses and parameters are taken into consideration in the case of planning, from units which
generate revenues. They are making planning in an approximate and generalised manner, based on
the planning of previous year and limits, determined by MF.
Performance audit report on effectiveness within the property tax information system
Municipality and MF18 have not achieved to establish coordination among themselves in regard to
planning for the revenues, which is considered by both parties as achievable and establishing formal
procedures for parties included in this process.

3.2

Collection of own source revenues compared with planning

Municipalities of the Republic of Kosovo, apart financing from Government Grant, must collect a
part of the budget from own source revenues as well, as a result of taxpayers’ payment and in
compensation of providing services toward citizens. Even though, with a very low participation, it
fulfils a part of financing for the development of activities within their competences.
Collection of own source revenues at overall level for all municipalities, in 2015 and 2016 have
marked an almost same collection, whilst in 2017 there was a decrease of 9% (se Annex 4).
Whereas in regard to collection of own source revenues, compared with those which are planned,
analysed data for period 2015-2017 achieve an approximate of 80% of their collection. But, if we are
making an analyse throughout the years, we have assessed that collection of these revenues in
audited municipalities for period 2015-2017 was increased during the years, as it presented below
in five audited municipalities.

Information taken during the interviews in MF, with Budget Director, Mr. Salvador Elmazi and with officials in audited
municipalities
18
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Table 2. Collection of own source revenues compared with planning for 2015-2017

Own source revenues 2015-2017
2015

2016

Planning Realization

Municipality

Prishtina

2017

Planning Realization

Planning

Realization

27,162,609

18,035,992

30,000,000

24,444,189

24,607,375

24,533,486

Gjilan

3,859,953

3,627,760

4,000,000

4,227,081

4,599,390

4,075,397

Lipjan

1,342,336

1,453,652

1,850,000

1,808,065

2,108,547

1,611,018

Mitrovica

2,117,292

1,517,742

2,267,582

2,099,721

1,995,219

1,951,350

445,503

334,729

451,788

467,798

573,460

543,288

34,927,693

24,969,875

38,569,370

33,046,854

33,883,991

32,311,757

Shtime
Total

Source: Data processes by NAO based on information and analyses

Collection of own source revenues in 2015, was approximately 25 million or 70% of the planned
budget of approximately 35 million. Whereas collection of revenues in 2016 was increased to 30%
along with 2015 or in value of approximately 8 million, but this increase was clarified to take place
from period when it was applied the law on debt forgiveness.
Collection of revenues in 2017 had a decrease (not highlighted), but we can see, it was collected
95% of the planned value, taking into consideration that planning for 2017 was lower and
consequently collection percentage results to be higher compared with planning during other years.
In regard to planning of 2017, we notice that planning compared with collection, was more accurate
than previous years, when planning was more ambitious than collection of municipal own source
revenues, taking into consideration extension of the deadline for debt forgiveness.
Chart 1. Achievement of own source revenues compared with planning for 2017
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Source: Data processes by NAO based on information and analyses
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It is important to note that higher collection of revenues was achieved in Municipality of Prishtina,
which is different from other municipalities and which impacted on the increase of overall
percentage collection and continuous increase of revenues during 2016 and 2017 (Municipality of
Prishtina collects above 40% of overall revenues), whilst, according to overall analyse of collecting
revenues for all municipalities, it is noticed a slight decrease, through the years. Below we presented
collection of own source revenues, compared with planning, expressed in percentage for 2015,
because in this year collection is apparently lower, compared with planning for other years.
In the following chart it is noticed that Municipality of Lipjan collected more revenues than it was
planned for 2015 (above 108%), and then it is seen that Municipality of Shtime as well, has collected
75% of planned revenues. Whereas, in regard to lower collection, along with other municipalities, it
is seen that municipality of Prishtina has not collected revenues satisfactorily for 2015, thus not
spending 33.3% of the budget.
Chart 2: Collection percentage of own source revenues compared with planning for 2015 (in %)
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Source: Data processes by NAO based on information and analyses
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3.2.1

Distribution and expenditure of own source revenues

Assembly of Kosovo has approved each year annual budget according to the Law on Budget.
Budget in local governance presents financial plan, which specifies revenues and expenditures for
a certain time frame period. Through budgetary process, institutions at local level evaluate their
needs in line with level of revenues at their disposal.

3.2.2

Distribution and expenditure of revenues is not performed according
to the needs, identified by citizens

Municipalities are responsible to consult with citizens in order to ensure they had opportunity to
express opinion on their needs, before the decisions are issued, in order that issued decisions to be
implemented effectively in practise. Also municipalities should ensure that citizens’ requests and
needs are taken into consideration.
Municipalities have not set in place a formal and functional process, which would ensure
identification of the needs from citizens until approval of project by Municipal Assemblies. From
audited municipalities we did not receive any evidence for arrangement of meetings with citizens,
related to priorities on funding projects and their execution. Apart from Municipality of Shtime and
Mitrovica, which have provided some information, which was not sufficient, by presenting only
agendas of some meetings held with some groups of citizens, and presentation of some projects
proposed for funding, but has presented a further process of the decision-making for these projects.
So far process of municipal budget hearings with citizens, where would be identified the needs of
citizens, has not functioned properly. We have identified there lacks municipal transparency from
municipal mayors who have not arranged regular budgetary hearings, during the process of budget
drafting in order of communicate and identify the needs. Taking into consideration flexibility of the
municipalities in the budget preparation of own source revenues and the manner of their
designation, we consider that municipalities have not achieved to document that municipal own
source revenues are distributed according to the needs and priorities, received from communication
with citizens.

3.2.3

Expenditure of own source revenues

Expenditure of own source revenues should be carried out according to the budget approved by
Assembly of Kosovo, where manner of spending is divided according to determined categories,
which they have evaluated for what purpose they will be spent. Further on, municipalities, in their
annual budget, apart from expenditures of revenues of actual year (identified with code 21), they
plan expenditures carried over from previous year (identified with code 22) in order to accomplish
their activities. Data on expenditures for all municipalities are presented in (see annex 6).
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Whereas in regard to the distribution of expenditures for 5 (five) audited municipalities, according
to our analyses, we assessed they did not achieve to spend their revenues, collected during the year
and also revenues carried over from previous year, according to the forecasts and categories,
pledged from them in their annual plan which is presented in the following table.
Table 3. Expenditure of revenues (21 and 22) for five audited municipalities for 2015-2017
Years

Revenues
21

Revenues
22

Total
Revenues

Salaries

Subventions

2015

35,039,009

20,045,176

55,084,185

326,839

2,688,894

2016

38,369,370

9,181,979

47,551,348

97,125

2017

34,325,704

11,217,784

45,543,488

56,493

Goods &
Services

Capital
Invest.

Total
expend.

%

5,076,955

27,747,354

35,840,042

65%

2,951,576

3,093,261

24,668,692

30,810,654

65%

2,557,000

3,357,869

22,106,414

28,077,777

62%

Source: Data processes by NAO based on information and analyses

During the audit we have analysed planned and spent data for each of five audited municipalities.
While comparing expenditures for specific categories (salaries, goods and services, subventions,
capital investments), we noticed that all other categories have spent a higher percentage of revenues,
compared with forecasted planning. Whereas in regard to expenditures in a higher level of own
source revenues, as monetary value, there were spent in the category of capital investments, but if
we compare collection, compared with planning as percentage, this category is lowermost achieved,
compared with other categories (approximately 75%). There is noticed a tendency of decreasing
from 2015 to 2017 in use of own source revenues for wages and salaries and goods and services.
This is an advantage, because the purpose is these revenues to be used more in capital investments
and subventions which would impact directly in increase of citizen’s wellbeing. Also it is important
to mention in several municipalities exists paid services from the category of capital investments,
which, according to the nature, they do not belong to this category (which is in fact execution of
payments through court decisions, private enforcement agents, and Treasury direct payments).
Taking funds from the category of capital investments, for execution of the payments of
municipalities’ debts, consequently results in non-achievement of the planned projects. Expenditure
of public moneys in capital investments, means better services for citizens, therefore it is important
that expenditure of these funds to become necessary practise, to belong mainly this category.

3.2.4

Unspent revenues and transferring them to the following year

One phenomenon, which is expressed in every year, is failure to spend own source revenues
collected during fiscal year and transferring them to the following year. Taking into consideration
great needs for investments in all municipalities, non-expenditure of own source revenues is very
concerned.
Municipalities are responsible and obligated to spent moneys collected from citizens, to serve in the
manner which is considered the best one to the service of fulfilling the needs of inhabitants of
municipality, in return to their payments.
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Municipalities, in case they do not spend own source revenues, within the fiscal year when they are
collected, they are entitled to carry over to the budget of the following year, which is different from
government grant, which, if not spent, is returned back to central budget. Further on, municipalities
report the balance of not-spent own source revenues at the end of each fiscal year and at the same
time, they mention the reasons why they are not spent.
While auditing municipalities, we have analysed and assessed that transfer of own source revenues
in recent years, remain at high level.
Whilst analysing data for five municipalities, if we compare years, we notice that in overall aspect
there was an apparent decrease of transferring revenues from 2015 to 2016 and 2017. But, nonexpenditure of these revenues, again remains such practice of transferring funds (see annex 6.) from
on year to another and this is an indicator that funds are not spent efficiently. Below we have
presented graphically transferring own source revenues for 2015-2017.
Chart 3. Transfer of own source revenues for the period 2015 - 2017

Shtime

Mitrovica

Lipjani

Gjilan

Prishtina

Bartja në 2017

Prishtina
8,746,590

Gjilan
1,285,440

Lipjani
757,608

Mitrovica
344,361

Shtime
83,782

Bartja në 2016

7,280,641

1,004,615

540,718

291,631

64,374

Bartja në 2015

17,893,989

841,300

1,000,335

259,895

49,657

Source: Data processes from NAO based on information and analyses

But, when we made an individual assessment for each of five municipalities, as it is seen from the
above chart, we have seen that only municipality of Prishtina in 2015 had a transfer of revenues at
high level and then in two following years, (2016 and 2017) achieved to reduce transfer apparently.
Municipality of Lipjan, as well achieved level of expenditure of own source revenues, which
consequently means, level of transferring revenues decreased each year.
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3.3

Monitoring and Reporting

Kosovo municipalities, namely their performances are monitored continually by the central level,
respectively the MLGA, which drafts annual reports for this purpose.
Taking into consideration the fact performance report of municipalities is an important tool to reflect
work of the municipalities and promotion of transparency in the process of providing services to
citizens. A regular, comprehensive and integrated system of monitoring and reporting would help
in accountability toward citizens as beneficiaries of services and public benefits.

3.3.1

Monitoring of municipalities from central level and measurement of
performance

Monitoring of municipalities is performed from central level institutions, respectively from MLAG
through Municipal Performance Management System (MPMS)19. MLAG each year prepares Annual
report of monitoring municipal performance and Report of functioning of municipalities. We have
analysed performance annual report for 2015 and 2016, whereas in regard to audit report 2017 it
was not prepared and published during the period we were in audit. Main purpose of performance
report is to measure municipal performance in providing services to citizens and it reflects
performance level, according to municipalities for each area.
Annual monitoring report for 2016 is performed according to a standard methodology. This report
contains information for overall achievement of municipalities and their classification in three levels
of performance reflection: at the level of areas, at the level of results and at the level of indicators.
This report is performed based on data, reported from 35 municipalities, two of which: Gjakova and
Mamusha have reported in additional time, whereas 3 municipalities have not reported: North
Mitrovica, Zvecan and Zubin Potok.
Based on conducted interviews, we were informed that municipal officials have not taken into
consideration findings and recommendations made from central level, respectively from MLAG. In
order to make a better planning, municipalities have not used overall and specific findings for their
performance and given recommendations, which would serve to them for the process of organizing
work in municipality and in particular for the process of better decision taking, in improving
planning and expenditure of own source revenues.

MPMS conducts measurement municipal performance for 14 basic different fields, which include 18 services from own
municipal competences. In measuring municipal performance for 2016, MPMS was interested in the level of
achievements for 24 different results from 14 respective areas. Basic areas, for which is conducted municipal
performance are the following: Public administrative services; human rights, social and family services, youth culture
and sports; disaster management; spatial planning; public spaces; road infrastructure; public transport; public parking
lots; drinkable water; sewerage; waste; environmental protection.

19
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3.3.2

Annual report of mayor and accountability to citizens

One of the main pillars of the local self-governance system in Kosovo is reporting and municipal
transparency. Audited municipalities have not achieved to have a quality and effective reporting in
order to provide important data and sufficient information for the users of these reports. Out of five
audited municipalities, only Municipality of Prishtina and Mitrovica have not prepared their
mayor’s annual reports, whereas other municipalities, like Gjilan, Lipjan and Shtime have drafted
such annual reporting. In these reports they have presented, foreword of the mayor, executive
summary, information on the activities of the mayor’s offices and other information on municipal
directorates and achievement of their activities. In fact, these data are more statistical and
description of the situation. But, regardless this manner of reporting, we have evaluated that annual
reports, prepared from municipalities, do not meet reporting requirements, thus not providing a
clear reflection of achieved results, conclusions and recommendations of achieved objectives, in
order to provide more information for the users.
These reports more present a descriptive (narrative) situation about information on activities of
mayor’s offices and other information on activities of municipal directorates.
Lack of a reporting process from Municipality of Prishtina and Mitrovica and incomplete reporting
from other municipalities, by not revealing results, conclusions and recommendations, creates
difficulties on transparency and accountability in use of public money.
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4

Conclusions

The following conclusions present situation about the process and procedures of planning of own
source revenues at central level, planning at local level, including strategic framework of planning,
achievement of purposes and objectives, statement for collection and designation of expenditures
of own source revenues. Further, there are provided conclusions for the level of collection and
expenditure of own source revenues, monitoring and regular annual reports of municipalities.
Current management and planning of municipal revenues is not in the spirit of good governance
Management and planning are not functioning at satisfactory level for achieving activities of
planning at central and local level, in order to ensure there are achieved objectives of the
organizations for accomplishment of the priorities in the future. Non-functioning is apparent in
overall structure of the governance, including: strategy, purposes and overall objectives,
organizations’ standards, policies and procedures, its development and achievement.
We have assessed the existence of Municipal Development Plan in several municipalities and
approvals of several others sectorial plans for various sectors and actions toward their
accomplishment, but there are challenges in improving abovementioned areas.
Strategic framework of planning accomplishment of municipal purposes and objectives
We have ascertained that in auditing of five (5) Kosovo municipalities, there are identified three
main lacks in municipal and sectorial strategies: lack of financial plans20, which increases the risk
for approved plans in not having financial support, lack of operational plans (Municipality of
Prishtina is in possession of implementing annual plan, but it is not drafted according to the
standards) and lack of the monitoring / reporting system.
Whereas essential problem for 2 audited municipalities (Lipjan and Gjilan), remain lack of an overall
Development Strategy, which would serve as a developing orientation for all others strategies on
various sectors.
It is an overall ascertainment that identified lacks in audited municipalities, have reflected in
minimising effects of strategic actions and consequently impacted in reduction and quality of
provided services for the citizens of the respective locality.

20

Costing of activities
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Statement of policies on planning and designation of use of own source revenues
All audited municipalities have not achieved to draft a Statement of policies on planning and
orientation of own source revenues as a main guideline mechanisms for all municipalities. Further
on, this policy should have been prepared, approved and reviewed in regular annual basis and also
to set in place the overall plans for maximising revenues toward concrete actions.
In this statement will be included as well the principles of local governance in relation to the
determinations of tariffs, fees and prices to cover full economic costs and to ensure there is a system
for gathering and orientation of these revenues. Lack of such statement causes that system of
internal control fails to be effective and to diminish accountability toward taxpayers on regard to
orientation of expenses of funds collected from citizens.
Determination of tariffs for municipal services is different among municipalities and, as a
consequence, costs for the same service are apparently high. There are cases that tariffs for the same
service are above four (4) times higher and this may cause discontent and to impact in wellbeing of
citizens.
Planning process of own source revenues, responsibility of central and local level
Low level of cooperation and coordination among institutions of central and local level related to
planning of own source revenues is not satisfactory and has resulted being inefficient.
Ministry of Finances, as responsible body, on the manner of applying legal, procedural regulation,
has not achieved to establish manual on the determination of the rules, formal procedures and time
limits, in order to provide clear explanations for responsible institutions. Lack of such manual
present confusion and uncertainty in municipalities in regard to limits of planning of revenues,
which municipalities are obligated to collect.
In regard to local level, municipalities have not managed to draft any internal procedure for
planning of own source revenues, to provide evidence on the manner and planning process, or to
provide reasoning on what kind of parameters or indicators the planning is performed from the
units which generate revenues. Lack of establishing their internal procedures on the planning
process, based on real analyses and existing potential of collection of revenues, makes it is
impossible that officials are responsible on the manner of planning and collection of revenues.
Actually, planning of revenues is performed according to limits determined in budgetary circulars
by MF, and also based in the planning of the previous year.
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Collection of own source revenues compared with planning
Municipalities continue to collect their revenues through directives determined by MF. Collection
of these revenues is not accomplished compared with planning and, as a consequence resulted to
be inefficient. In order to improve this process, central (MF) and local level should take steps for a
more realistic and achievable planning, based on analyses and indicators.
Actually, revenues planned by municipalities, are difficult to be collected in several cases, or they
are collected beyond planning as the result of inconsistency in planning and collection of revenues,
which have a direct impact in failing to accomplish potential projects funded by own sources.
Distribution and expenditure of revenues is not performed according to the needs identified by
citizens
Municipalities have not achieved to ensure transparency toward citizens in order to show they are
accomplishing projects proposed by them, with exception of some few evidences, provided by
municipality of Mitrovica and Shtime for arrangement of such meetings. Accomplishment of these
projects would have an impact in improving wellbeing of citizens. Due to lack of consultation with
public, or only having a meeting with citizens, without taking into consideration their requests for
budget, are not produced effective policies to the benefit of local governance. In this sense, inclusion
of citizens, stakeholders and overall public, would help in identifying and addressing their essential
needs and this also would have an impact of improving image of the institution toward the citizen.
Direct communication of local authorities with citizens in this context, remain an irreplaceable tool
of local transparency.
Unspent revenues and their transfer
Expenditure of the revenues collected by municipalities, resulted to be inefficient. Despite high
needs and demands for investments in municipalities, transfer of revenues to high level, is an
expressed disturbing phenomenon and it is followed on each year. Audited municipalities have not
achieved to spent all revenues, which are collected during the year and which are transferred to the
following year and, as a consequence, it resulted in failing to accomplish their planned objectives,
failing thus to provide the best services to citizens.
Monitoring and Reporting
Supervision and reporting have not ensured to be qualitative and useful, as very important
mechanisms of local governance, through which is enabled systematic monitoring of the situation
and activities within municipalities, which consequently impacts toward accomplishment of
objectives.
Measurement of the performance and monitoring of municipalities from central level
MLAG has performed a regular annual report for the measurement of the performance of
municipalities. Purpose of the report of monitoring performance of municipalities, reflects achieved
results and identifies some problems municipalities are facing with.
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Despite improvement of reporting in 2016, compared with previous years, we have ascertained that
audited municipalities, have not taken into considerations identified lacks, and recommendations
and conclusions given by MLAG, which would help toward accomplishment of the projects, in
order to avoid these problems.
Annual report of mayor and accountability to citizens
Audited municipalities have not achieved to have an effective reporting to provide important data
and sufficient information for the users of these reports.
Municipality of Prishtina21 and Mitrovica, have not managed to draft annual reports, whereas three
other municipalities, like Gjilan, Lipjan and Shtime, have drafted regular annual reports. We have
evaluated that three of these municipalities performed their regular reporting, but these reports do
not meet requirements of a quality reporting. In addition, these reports do not provide a reflection
on the results, conclusions and recommendation on accomplishment of objectives of their
municipalities. Lack of regular and incomplete reports of mayors of municipalities, diminishes
transparency and accountability toward citizens.

21

Last report of Mayor of Municipality of Prishtina was drafted in 2015
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5

Recommendations

Given recommendations are intended to improve planning process of revenues and to use them
effectively and efficiently. Recommendations are related with both levels (central an local) and they
refer specifically planning procedures of own source revenues, collection (distribution and
expenditure) of own source revenues and monitoring/reporting of municipalities
Recommendations are structured according to responsible institutions:
We recommend the Ministry of Finances, Municipal Budget Department:


To draft regulations on procedures which specify unique instructions regarding the
planning process for all municipalities in order to provide clear explanations for responsible
institutions in this process. Further on, this manual will provide specific instructions for
parties involved in this process and at the same time fulfilling of methodologic and
procedural requirements, and



To increase level of cooperation with municipalities through arranging regular meetings or
joint workshops, in the periods before the planning of revenues, in order to exchange good
practices and lessons taken from previous years;

We recommend municipality of Lipjan and Gjilan:


To draft Municipal strategic development Plan and in this process should be included all
stakeholders, to contain financial cost and to have measuring indicators and then to provide
their monitoring in order to meet planned objectives;

We recommend Municipality of Prishtina:


To redesign the strategy, by updating it with important and specific information, by
forecasting also budgetary implication for implementation of the strategy and by scheduling
time frames for achieving strategic objectives in operational plan, that it possess;

We recommend all municipalities:


They have to ensure that, apart from their Strategic Development Plans, they have own
action /operational plans, which should contain specific objectives, activities which would
be achieved, measurable indicators, responsible persons, time frame and the budget /cost’s
analyse on achieving these objectives. In addition, municipalities have to ensure they possess
system of monitoring and assessing their strategies;



To produce regular annual and periodical reports, in line with their own operational plans,
to review the progress in regard to fulfilment of purposes and strategic objectives. Such
reports will ensure the municipalities that development of activities is in full harmony with
development priorities and strategic objectives;
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To draft a Statement of policies on revenues, including principles that local governance aims
to apply in financial year, in determining tariffs, fees and prices to cover full economic costs
and to ensure there is in place a system to increase capacities for collection of these revenues
and designation of their expenditure;



To establish formal internal procedures for planning of own source revenues, which
specifies clear instructions for the participants involved in this process, in order to provide
data in regard to what analyses and parameters should be taken into consideration in the
case of planning from units which generate revenues. Further on, establishment of these
procedures would be a base for a regulated and genuine system for planning own source
revenues;



To ensure that collection of own source revenues should be preceded with a genuine process
of planning, through identification of barriers (obstacles) and undertaking steps for
achieving objectives of the municipality, based on analysing of the situation during previous
years and existing potentials;



Distribution and expenditure of revenues should be performed based on their strategic
documents , including statement of policies on designation of use of own source revenues,
taking into consideration planned investments and determined criteria;



To exercise control on expenditure of revenues, toward achievement of their projects, in
order to ensure that these revenues are spent efficiently and effectively in order to use them
and to minimise transfer to the following year;



To identify forms and mechanisms, which ensure establishment of communication and
arranging regular meetings with citizens, in order to identify their needs and priorities; and



To draft action plan on implementation of the recommendations given by MLAG, in order
of planning and spending own source revenues for the projects identified in these reports.

We recommend municipality of Prishtina and Mitrovica:


To prepare regular annual report of the mayor, in particular for reflection of the situation of
revenues, presenting achieved results and conclusions and recommendations toward
achievement of strategic objectives;

We recommend Municipality of Gjilan, Lipjan and Shtime:


To design and develop advanced reporting methods, by fulfilling criteria of entirety,
accuracy and coherence for reflection of the situation and presenting achieved results in
relation with forecasted objectives;
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Annexes
ANNEX 1. Problem of audit
According to our researches, management of own source revenues in Kosovo was continuously
criticized and it is characterized with an ineffective and inefficient planning and expenditure and
also insufficient accountability and non-transparency toward citizens. Taking into consideration
that expenditure of public moneys means better services for citizens, it is therefore important these
own source revenues to be planed and spent only for this purpose.
As indicators of the problem, initially we were based in the financial audit reports, carried out by
National Audit Office for 2015-2017, financial performance report and services provided in
municipalities for 2015 and other reports from researching organizations22.
From our analyses in the audit pre-study phase, we were encountered with the following problems:

22



Lack of strategic/ development municipal plans and action plans on accomplishment of
strategy;



Lack of declaration for the collection and designation of use of own source revenues;



Lack of analyses and indicators on planning of own source revenues;



Lack of analyses of decided costs, expenses for services and reasoning of these tariffs23;



Distribution of expenditure of own source revenues, according to priorities and to the
benefit of citizens, with impact in improving life standard of taxpayers



Failure to spent revenues in harmony with planning, and



Transferring revenues year after year as the result of failure to spend them.

Institute for studies GAP, March 2014, Prishtina and Institute for Development Policies INDEP, January 2016, Prishtina
Table 1. The difference of prices for services provided to citizens
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ANNEX 2. Audit criteria, scope and audit methodology
Audit criteria
Audit criteria, used in this audit, derive from primary and secondary national legislation, criteria
according good practices24 for own source revenues, objectives decided from institutions and based
on professional judgement, we have evaluated during pre-study phase, as necessary and useful, in
order to improve the process of management of own source revenues.
Below are presented criteria, based on questions submitted above:


Municipalities have to prepare strategic / development local plans, to determine priorities,
based on the needs and requests of citizens and to be oriented mainly in areas with interest
and to their benefit and also to have action Plans, in order to accomplish strategic plan;



Municipal officials should prepare budget based on a genuine planning and should contain
information, guidelines and analyses on revenues and expenses, in order to prepare budget
proposal and request for budgetary appropriation;



Central level should have a unified system, regulated with procedures and follow-up
manual, in order to achieve maximisation of own source revenues;



Local level should have a documented and regulated process, in order to have a more real
planning and based on indicators.



Policies of own source revenues, tariffs, fees and prices should be determined, to cover full
economic25 costs, to review once in a year all tariffs and fees for provided services, according
prepared report and to ensure there are systems to collect all own source revenues;



Own source revenues from taxes should be spent according to principles of lawfulness26 and
equivalency 27, in order to increase quality of services toward citizens;



Own source revenues to be distributed and spent in projects, in order to improve life of
citizens, in return for taxes paid to municipality;



Municipalities should have monitoring reports, in order to provide reasonable assurance
that organization’s objectives are being met; and



Municipalities should prepare annual performance reports28.

Document of Queensland Government, Australia “Own source revenue: policies and options for Local Government – a
reference”
25 Cost of which should not exceed cost for providing services, including cost of work and cost for use of materials and
devices
26 Lawfulness principle means no tax should be collected without legal base.
27 Principle of equivalence means expenditure should become equivalent with that which is collected
28 Report will contain the following parts: introduction, methodology, results, conclusions, recommendations
24
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Scope of the audit
National Audit Office, Department of Performance Audit, initiated the audit “Management of own
source revenues at local level”.
Moreover, this audit will cover period 2015-2017, and its intention is to evaluate the process of the
management of revenues from central and local level on the process of planning, collection,
expenditure and their comparison for last three years and it highlights real situation of own source
revenues , collected by Kosovo municipalities.
Main subject of auditing is the MF, respectively Department of Municipal Budget, which is
responsible and involved in the processes of planning municipal finances, which prepares budget
proposal for municipalities and determines the planning of revenues, to be collected by
municipalities.
Also another institution included in audit, is the Ministry of Local Government Administration,
respectively Department for Monitoring of municipalities, which is responsible to provide legal
support in drafting strategic documents, legal support in the drafting of primary and secondary
legislation, monitors the work of municipalities, respectively their bodies, drafts periodical reports
as the result of data collected from the monitoring process of municipalities and provides
recommendations and legal advices.
Whereas, in regard to selection of local institutions, we were based in the data of Treasury, on
achievement of own source revenues, annual audit reports, annual financial statements for 20152017 and NAO annual reports. Selection of municipalities is performed based in irregularities,
identified from financial audit reports and according to determined criteria (based on classification
of municipalities in III classes)29.
Municipalities, as subject of auditing, are selected as follows:
Municipality of Prishtina and Gjilan belong to the group of municipalities, which have mostly
collected revenues and according to determined criteria of class I (big municipalities);
Municipality of Lipjan and Mitrovica are municipalities according to determined criteria of class
II, (as medium municipalities), and
Municipality of Shtime which we classified and belong to class III, (as small municipality) which
has lower potential for collection of revenues, but it has established a standard of collection of own
source revenues.

29

According to sampling document, according to classes I-III, according the level of revenues, Excel_doc.2018
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Audit methodology
In order to perform this audit and to answer auditing questions, we have analysed documents,
relevant legislation and we have interviewed responsible parties. There were reviewed good
international practices and we have performed also the work in the field.
Within this audit we have analysed the following:


Legal and regulative framework related to own source revenues;



Reports and other relevant documents from planning of revenues, their collection, manner
of use and their transfer to the following years;



Document on determination of costs, based on analyses for provided services;



Local plans according analyses and needs (annual budget and local strategies) and analysing
these plans, if they are in harmony with genuine documents and analyses on use of the
budget;



Municipal development plans, based on priorities of the citizens;



Collection and expenditure of revenues in the municipalities, which are selected as subject
of auditing, achievement of their finalization toward creation of better services for citizens
in return for performed payments; and



Good practices on own source revenues;

Also there are developed interviews with various parties, including:


High officials, responsible for audited institutions at central and local level;



Officials in the budget department in the MF;



Officials in the department of macro unit in the MF;



Officials in the department for monitoring municipalities in the MLAG;



Internal auditors in the municipalities;



Chief financial officials, and



Officials of municipal directorates, which collect revenues.
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ANNEX 3. Description of the system, legal framework, duties and responsibilities,
related to the management of own source revenues
In this chapter, initially we will deal with system and current legal and regulative framework and
at the same time the responsibilities of subjects from central and local level, included in the system,
through which, key subjects manage own source municipal revenues, which, as a conclusion present
a description of the process during entire phases of the management, including planning, collection,
distribution and expenditure of own source revenues.
Law on Local Government Finance30 determines clearly that financial resources of a municipality
consist of a) own source revenues, b) operating grants, c) grants for enhanced competencies, d)
transfers for delegated competencies, e) extraordinary grants, f) financial assistance from the
Republic of Serbia, and g) proceeds from municipal borrowing.
Law no. 03/L-048 on public financial management and accountability describes necessary steps,
which should be undertaken for the development and approval of the budget at municipal level,
including time limits as well. This shows that municipalities and other institutions prepare budget,
based on their needs, in accordance with limits, which are determined with budget circulars, for
amount of funds which is required, respectively budgetary lines and then overall budget is
reviewed and approved in the Assembly of the Republic of Kosovo.
Budget in local governance presents financial plan, which specifies revenues and expenses for a
certain time period. Through budget, institutions at local level, evaluate their needs and priorities,
compared with the budget they have at their disposal.
Whereas, related to management of own source revenues, and manner of organizing for the level of
central (part 2.1) and local (part 2.2) institutions, we will reveal them specifically in the following.

Institutions of central level, Ministry of Finances, its duties and responsibilities
MF, respectively Department of Municipal Budget, in the role of central institutions is involved in
the process of planning of municipal finances, prepares budget proposal for municipalities, part of
municipal Mid Term Expenditure Framework (MTEF) and cooperate with municipal officials for all
issues of financial management of municipalities.
Initially, this department, based on his duties and responsibilities, performs planning of revenues,
based on an analysis on three year trend and then they inform and advice municipalities, in order
to comply with legal framework for the time limits and the preparation Mid Term Expenditure
Framework (hereinafter MTEF) and annual Budget, where is forecasted planning of their municipal
revenues.

30

According to article 7 of this law
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Department for Economic, Public Policies and International Financial Cooperation,
Macroeconomics Division, as responsible for drafting macro - fiscal policies to support economic
development of the country, budgetary sustainability and growth of citizens’ social welfare, to
compile macroeconomic and fiscal forecasts for the mid-term period in order to determine the
overall macroeconomic framework and overall budget parameters, drafts macroeconomic part of
the MTEF and Budget Book, and continuously follows-up trends of tax and non - tax revenues and
analyses tax matters.
This department, apart its duties and responsibilities, determines projections of own source
municipal revenues for all municipalities, these revenues which are added to municipal financing,
along with municipal grants.
Projection of own source revenue for each municipality, is based in the recommendations of the
grants committee, included in the report “Assessment of suitability of financing municipalities”,
collection of municipal own source revenues for the past three years and the forecast there could be
collected revenues from the implication of legal regulative, which is potential for collection of
revenues.
Such decided values are considered as final assessment for municipalities and which are presented
in MTEF31 and Budget Book, which are considered base for planning and collection of own source
revenues in municipalities.

Ministry of Local Government Administration, duties and responsibilities
Within the MLAG, Department for Monitoring of municipalities, provides legal support in drafting
strategic documents, provides legal support in drafting primary and secondary legislation, reviews
lawfulness of sublegal acts issued by municipalities, ensures implementation of legislation,
monitors the work of municipalities, respectively its bodies, draft periodical reports as the result of
collected data from the process of monitoring the municipalities and also provides
recommendations and legal advices.

Institutions of local level (Municipalities), their duties and responsibilities
Responsibilities of the Municipality should be exercised, organized and managed in full compliance
with laws which regulate responsibility of municipality, Law on Budget, Law on Local Self
Governance, Law on Public Finances Management, regulations and work procedures in compliance
with Municipal Statue, approved by Municipal Assembly.
Law on Local Government Finance and Law on Local Self Governance have authorized
municipalities to do determining, administering and collection of municipal own source revenues.

31

MTEF, Table 1. And 7. Projections of municipal own source revenues for three following years
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Municipalities use their authority to plan and to collect own source revenues from a large number
of financial resources, permitted by law.
Also, very important part in this process is inclusion of Municipal Assembly, which is highest
decision taking body of the municipality, which functions based on legal framework for local selfgovernance in the Republic of Kosovo. The competences and responsibilities of municipal assembly
derive from the Law on Local Self Governance and other laws which regulate certain matters from
the area of Local Self Governance. Among main responsibilities of municipal assembly as oversight
body of the municipalities, during all phases, is approval of the budget and sublegal acts, in order
to ensure progress and efficient functioning of the municipality.
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ANNEX 4. Own source revenues collected on Kosovo municipalities
Own Source Revenues 2015-2017
Entity
GLLOGOVC
FUSHE KOSOVE
LIPJAN
OBILIC
PODUJEVE
PRISHTIN
SHTIME
GRAQANICE
DRAGASH
PRIZREN
RAHOVEC
SUHAREKE
MALISHEVE
MAMUSH
DEQAN
GJAKOVE
ISTOG
KLINE
PEJE
JUNIK
LEPOSAVIQ
MITROVICE
SKENDERAJ
VUSHTRRI
ZUBIN POTOK
ZVEQAN
MITROVICA NORTH
GJILAN
KAQANIK
KAMENICE
NOVO BERDO
SHTERPCE
FERIZAJ
VITI
PARTESH
HANI I ELEZIT
KLLOKOT
RANILLUG
Total

2015

2016

2017

1,213,060.56
2,634,407.58
2,313,716.55
1,547,709.22
1,301,999.99
33,656,579.69
358,251.93
2,016,436.30
501,054.75
6,255,072.99
1,060,236.54
2,213,878.78
732,160.58
107,808.04
625,720.52
2,651,436.15
1,185,478.33
995,128.98
3,564,185.29
89,704.57
1,623.00
1,653,695.89
857,614.82
1,706,862.94
12,803.00
7,189.97
34,899.70
3,848,963.59
620,314.50
982,304.64
227,021.90
288,672.46
3,854,300.81
852,863.81
85,540.64
257,095.39
90,320.87
178,603.35
80,584,718.62

1,158,630.34
2,922,393.70
2,182,489.64
1,085,454.74
1,539,424.76
29,968,939.64
516,174.16
1,763,361.62
458,700.45
7,130,341.14
1,123,122.29
1,779,451.11
794,276.74
77,854.98
747,624.76
3,443,301.41
1,052,384.32
895,053.82
3,745,336.55
89,379.98
2,078.00
2,286,508.94
1,194,030.45
1,644,579.41
2,494.50
8,314.30
48,503.22
4,754,261.60
696,808.56
937,878.70
278,701.51
264,635.27
4,499,874.55
928,014.71
106,109.33
350,138.04
116,153.98
179,410.95
80,772,192.17

1,378,758.00
2,845,936.08
1,946,095.66
969,355.84
1,766,618.90
24,227,181.48
597,393.66
1,762,448.18
420,911.78
7,676,200.76
956,813.46
2,013,716.69
699,992.17
83,948.60
637,246.17
3,538,884.31
1,041,595.48
874,594.12
3,836,760.98
131,426.80
536.00
2,130,828.09
1,504,499.51
2,149,859.99
17,021.06
34,349.98
35,327.33
4,501,933.36
670,501.78
803,753.44
217,117.64
290,516.90
4,561,387.60
754,706.44
81,783.16
226,148.77
183,143.53
130,111.71
75,699,405.41

Source: Data processes by NAO based on information and analyses

37

Total
2015-2017
3,750,448.90
8,402,737.36
6,442,301.85
3,602,519.80
4,608,043.65
87,852,700.81
1,471,819.75
5,542,246.10
1,380,666.98
21,061,614.89
3,140,172.29
6,007,046.58
2,226,429.49
269,611.62
2,010,591.45
9,633,621.87
3,279,458.13
2,764,776.92
11,146,282.82
310,511.35
4,237.00
6,071,032.92
3,556,144.78
5,501,302.34
32,318.56
49,854.25
118,730.25
13,105,158.55
1,987,624.84
2,723,936.78
722,841.05
843,824.63
12,915,562.96
2,535,584.96
273,433.13
833,382.20
389,618.38
488,126.01
237,056,316.20
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ANNEX 5. Collected revenues compared with the planed ones for five Kosovo
municipalities 2015-2017
Own source revenues 2015-2017
2015
Municipalities
Prishtina

2016

Planning Collection

2017

Planning Collection

Planning

Collection

27,162,609

18,035,992

30,000,000

24,444,189

24,607,375

24,533,486

Gjilan

3,859,953

3,627,760

4,000,000

4,227,081

4,599,390

4,075,397

Lipjan

1,342,336

1,453,652

1,850,000

1,808,065

2,108,547

1,611,018

Mitrovica

2,117,292

1,517,742

2,267,582

2,099,721

1,995,219

1,951,350

445,503

334,729

451,788

467,798

573,460

543,288

34,927,693

24,969,875

38,569,370

33,046,854

33,883,991

32,311,757

Shtime
Total

Source: Data processes from NAO based on information and analyses

ANNEX 6. Expenditure of own source revenues (21 and 22) for 2015-2017
Years

Revenues
21

Revenues
22

Total
Revenue

Wages

Subvent.

Goods &
Services

Capital
Invest.

Total
expendi

%

2015

52,800,887

27,783,831

80,584,719

1,555,048

7,665,502

11,776,889

48,035,868

69,033,307

86

2016

65,067,565

15,704,627

80,772,192

904,328

6,926,635

9,483,029

46,983,979

65,202,299

81

2017

60,845,903

14,853,502

75,699,405

6,520,376

8,564,180

41,591,005

56,676,652

75

1,091

Source: Data processes from NAO based on information and analyses
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ANNEX 7. Transfer of revenues for 2015-2017
Transfer of revenues for 2015-2017
Transfer from 2014 to
2015

Transfer from 2015 to
2016

Transfer from 2016 to
2017

259,895

291,631

344,361

Lipjan

1,000,335

540,718

757,608

Shtime

49,657

64,374

83,782

Gjilan

841,300

1,004,615

1,285,440

17,893,989

7,280,641

8,746,590

20,045,176

9,181,979

11,217,781

Municipalities
Mitrovica

Prishtina
Total

Source: Data processes from NAO based on information and analyses
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