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The National Audit Office of the Republic of Kosovo is the highest 

institution of financial control, which for its work is accountable to 

the Assembly of Kosovo.  

Our Mission is through quality audits to strengthen accountability 

in public administration for an effective, efficient and economic use 

of national resources.  

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.  

This audit is carried out in line with internationally recognized 

public sector auditing standards and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Municipality of Skenderaj in 

consultation with the Assistant Auditor General, Naser Arllati, who 

supervised the audit. 

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

Llapashtica (Team Leader) and Lindita Ajeti and Fisnik Rudaj (team 

members) under the management of the Head of Audit Department 

Faruk Rrahmani. 

 

 

NATIONAL AUDIT OFFICE- Address: Str. Ahmet Krasniqi no 210, Arbëria, Prishtina 10000, Kosovo 
Tel: +383(0) 38 60 60 04/1011 

http://zka-rks.org  
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Executive Summary  

This report summarises the key issues arising from our audit of the Municipality of Skenderaj for 

2018, which includes the Opinion of the Auditor General on Annual Financial Statements. 

Examination of 2018 financial statements was undertaken in accordance with the International 

Standards of Supreme Audit Institutions (ISSAIs). Our approach included tests and procedures that 

were necessary to arrive at an opinion on the financial statements. The applied audit approach is set 

out in the External Audit Plan dated 15/01/2019.     

Our audit focus has been on: 

 

The level of work undertaken to carry out the audit was determined depending on the quality of 

internal controls implemented by the Management of the Municipality.    

Opinion of the Auditor General 

Unmodified Opinion with Emphasis of Matter 

The Annual Financial Statements for 2018 present a true and fair view in all material aspects.  

Emphasis of Matter  

As an emphasis of matter, we draw your attention to the fact that the information disclosed in the 

Annual Financial Statements regarding assets is incomplete and inaccurate. 

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

Annex I explains different types of Opinions in line with ISSAIs. 

 

 

 

Annual Financial 
Statements

Financial 
Management and 

Control

Implementation of 
recommendations 
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Key Conclusions and Recommendations: 

 

 

 

 

 

Response of the Mayor  

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

conclusions, and is committed to address all recommendations given.   

Financial Statements - The 
Emphasis of Matter reflects 

weaknesses in controls to confirm 
disclosure of financial and non-

financial assets in financial 
statements.

The Mayor should ensure that the 2019 
financial statement  production process 

incorporates a final review by the 
Managament, and the AFS statements are 

not signed unless all necessary checks have 
been applied (see chapter 2.1).

Although internal controls have 
operated in some areas, evident 
weaknesses were observed in a 
number of important financial 

systems , including expenditures, 
assets, receivables and liabilities.

The Mayor should apply a detailed 
assesment of areas of concern highlighted 

in this report to identify reasons for the 
presence of weaknesses, and required 
actions to address them see issues in 

chapter).

The recommendations of previous 
years are not being addressed as 
required for the organisation's 

development and improvement.

Ther Mayor should apply a rigourous 
process to ensure that the process for 

implementation of recommendationms 
from previous year are actively 

addressed. (see chapter 5).

Governance arrangements related 
to accountability, risk management 

and management reporting have 
made progress, but not sufficient.

The Mayor should ensure that 
Governance Arraangement are critically 
reviewed to ensure appropriate changes 

are made to improve accountability 
arrangements and management reporting. 

(see chapter 4).
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1 Audit Scope and Methodology 

The Audit involves examination and evaluation of Financial Statements and other financial records, 

as follows: 

 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;  

 Whether the internal controls and internal audit functions are appropriate and efficient; and 

 Whether have been taken appropriate actions for implementation of audit 

recommendations.  

Audit work undertaken is based on risk assessment. We have analysed the Municipality’s business, 

the level of reliance on management controls, in order to determine the level of detailed testing 

required to provide the necessary evidence and that support the opinion of the AG. 

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

substantive tests, as well as 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 that may exist, or of all improvements that could be 

made to the systems and procedures operated.  

The following sections provide a detailed summary of our audit findings and recommendations in 

each area of review.   
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2 Annual Financial Statements and other External 

Reporting Obligations   

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

framework and the quality and accuracy of information presented in the AFS, including the 

declaration made by the Chief Administrative Officer and Chief Financial Officer. 

The declaration on presentation of AFS includes a number of assertions relating to the compliance 

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

intend to provide assurance to the Government 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 Skenderaj for the year ended on 31st of December 

2018, which comprise of the Statement of Cash Receipts and Payments, Budget Execution Statement 

and the Explanatory Notes of the Financial Statements.  

In our opinion, the Annual Financial Statements for the year ended on 31st of December 2018 present 

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

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

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

Financial Reporting by Budget Organisations. 

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 AFS section of our report. We believe that the obtained audit 

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

Emphasis of Matter  

We draw your attention to the fact that the register of assets over €1,000 was not complete, as six 

payments made by Capital Investments in the amount of €325,952 were not included in the KFMIS 

registry, underestimating assets of the Municipality AFSs for the same value. These payments were 

related to projects such as: “Drafting of projects”; “Road Asphalting in Likovc Street”; “Renovation 

of MFMC Facility” and “Summer Road Maintenance”. It is worth noting that after the completion 

of the field work (March 2019) the assets were registered in KFMIS, but the position in the AFS of 

2018 remained the same. 
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Responsibility of Management for AFS  

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

of financial statements in accordance with International Public Sector Accounting Standards – 

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

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

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

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

supplemented).  

The Mayor of the Municipality is responsible to ensure 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 

preparation of the financial statements in order to design audit procedures that are appropriate in 

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

the entity’s internal control.  

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

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

presentation of the financial statements. 

2.2 Compliance with AFS  and other reporting requirements  

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

requirements. We considered: 

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

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

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

 Action Plan on implementation of recommendations;  

 Procurement Plan and report on signed public contracts; 

 Report on Outstanding Liabilities; 

 Progress Report on Capital Projects; and 

 Self-assessment Checklist. 

AFS have been prepared in compliance with the reporting format, and have been signed and 

submitted within the legal deadline in the MoF. The Municipality has corrected the AFSs within the 

deadline, but disclosures on capital assets are incomplete. 

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

2.3 Recommendations related to Annual Financial Statements 

For the above-mentioned issues is given the recommendation: 

Recommendation B1 The Mayor should ensure that actions are taken to address the underlying 

causes for Emphasis of Matter in the Audit Opinion. This requires specific 

actions to continuously ensure management and full registration of assets in 

KFMIS, including their correct disclosure in the AFS.  
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3 Financial Management and Control 

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

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

have handled budget management, procurement, human resources, receivables and liabilities. 

Financial Management and Control Conclusion 

The Municipality of Skenderaj spent 96% of the final budget in 2018, which implies a good 

performance at the general level. In the context of financial systems, revenue controls are generally 

appropriate and effective, yet additional mechanisms are needed to collect receivables, to a greater 

extent. 

Further on, controls over a range of expenditures require further improvement to prevent: 

misclassification of expenditures, engagement with special agreements in disagreement with 

procedures, non-adherence to procurement rules, improper payment execution, increased 

payments for court decisions and delays in concluding capital projects. 

Further on, Municipality should undertake actions to improve management and complete reporting 

of assets and Liabilities, issues that were also raised in the previous year report. 

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 
2018 

Outturn 
2017 

Outturn 
2016 

Outturn 

Sources of Funds   12,889,268 13,566,233 13,033,451 12,065,482 11,640,027 

Government Grant -Budget  11,871,959 11,918,017 11,832,370 10,575,442 10,539,790 

Borrowings 83,354 132,390 51,670 - - 

Carried forward from 
previous year2 –  

- 170,034 138,213 168,199 276,513 

Own Source Revenues3 933,955 1,199,955 900,975 1,320,642 816,824 

Domestic Donations - 7,501 - - 6,900 

External Donations  - 138,336 110,223 1,199 - 

                                                      
1 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
2 Own Source Revenues unspent in previous year carried forward into the current year. 
3 Receipts used by the entity for financing its own budget.  
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The final budget is higher than the initial budget by €679,965. This increase resulted from internal 

and external donations in the amount of €145,837, revenues carried forward from the previous year 

in the amount of €170,034, and increase of the budget by €361,094 with the Government decisions. 

In 2018, the Municipality spent 96% of the final budget, with a decrease of 2% compared to 2017. 

However, budget execution remains is satisfactory and below are given explanations on current 

position. 

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

Description 
Initial 

Budget 
Final 

Budget 
2018 

Outturn 
2017 

Outturn 
2016 

Outturn 

Spending of funds by 
economic categories 

12,889,268 13,566,233 13,033,451 12,065,482 11,640,027 

Wages and Salaries 7,672,685 7,516,479 7,490,289 7,267,204 7,322,830 

Goods and Services  1,279,785 1,446,371 1,374,212 1,042,725 964,549 

Utilities 200,440 201,067 197,121 187,782 233,088 

Subsidies and Transfers 180,642 361,532 349,047 197,944 252,965 

Capital Investments  3,555,716 4,040,784 3,622,782 3,369,827 2,866,595 

Explanations for changes in budget categories are given below: 

 The final budget for Wages and Salaries was reduced by €156,206. By Government 

decision, the budget was reduced by €157,396, while there was an increase  by €1,190 in 

the budget from Own Source Revenues; 

 The budget for Goods and Services, was increased by €166,585. The increase resulted from 

own source revenues by €150,945, donor grants in the amount of €2,225 and borrowings 

in the amount of €13,415. While the budget for Utilities was increased by €627 from own 

source revenues; 

 The budget for Subsidies was increased by €180,890. The increase resulted from 

Government Decision No. 04/74 by €130,000 and €50,890 from Own Source Revenues; 

and 

 The budget for Capital Investments was increased by €485,068. This increase resulted 

from own source revenues by €232,381, from Government Decision no.11/79 by €73,454, 

from grants €143,610 and borrowings €35,622. 

From budget analysis it is observed that the largest increase of the budget was influenced by 

collection of own source revenues in the amount of €266,000 and the carried forward revenues in 

the amount of €170,034. 
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Issue B24 - Misclassification of Expenditures 

Finding  Law no. 06/L-020 on the Budget of the Republic of Kosovo for 2018 and the 

Accounting plan clearly state that expenditures should be executed by the 

appropriate economic categories. We have identified that the Municipality 

has made payments from inadequate economic categories such as: 

 Capital Expenditures in the amount of €16,929 for the project “Sewer 

system at the meat processing factory in Polac” were paid incorrectly 

out of the category of goods and services. This project was not included 

in the 2018 Budget Law and no tender procedure was developed for the 

execution of this project, instead  two other public framework5  contracts 

were used, on the basis of which payments were made; 

 Expenditures for Subsidies and Transfers in the amount of €25,419 

related to the contract “Supply of construction material for homeless 

families”; and €5,500 for “Establishment of social and health care 

services for fixed and mobile clinics” were budgeted and paid 

incorrectly from the category of Capital Investments; and 

 Expenditures for Goods and Services in the amount of €8,089 which 

were related to the contract “Supply of electrical materials, working 

tools for school and the Municipality of Skenderaj” were budgeted and 

incorrectly paid by the category of capital investments. 

The reason for misclassification of payments (payments from capital 

investments) was due to poor budgeting  of projects, while poor classifications 

of expenditures from goods and services resulted by one urgent investment  

according to the officials, because the construction of meat processing factory 

was a donation and the infrastructure for this factory had to be provided. 

Risk Poor planning of budget allocations has resulted in poor classification of 

expenditures. Incorrect classification or reporting of the data in the financial 

statements leads to the misinterpretation of the financial activities of the 

municipality, and failure to complete all planned capital projects for meeting 

the Municipality’s objectives.  

Recommendation B2 The Mayor should ensure that expenditure planning is made according to the 

economic codes, divided by relevant categories, depending on the benefits. 

                                                      
4 Issue A and Recommendation A – implies new issues and recommendations. 

   Issue B and Recommendation B – implies repeating issues and recommendations. 
   Issue C and Recommendation C – implies issues and recommendations that are partially repeated. 
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3.1.1 Revenues  

Revenues generated by the Municipality in 2018 totalled €1,719,111. These relate to donations in the 

amount of €143,608. 

Revenues collected by other institutions on behalf of the Municipality were traffic fines in the 

amount of €93,180; court fines €15,200, and fines imposed by forestry agency in the amount of €761. 

Revenues are mainly related to the collection of revenues from property tax revenues, construction 

permits, administrative fees, revenues from business activities, revenues from rent etc.  

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2018  

Receipts 
2017 

Receipts 
2016 

Receipts 

Own source revenues  933,955 1,199,955 1,719,1116 1,413,200 994,851 

Total 933,955 1,199,955 1,719,111 1,413,200 994,851 

The final budget for Revenue is increased by €266,0007compared to the initial budget based on 

decision of 2018 on increase of revenues, due to exceeding of planned revenue collection by 43%. 

Increased collection resulted from collection of revenues by concession in the amount of €774,165. 

 

 

 

 

                                                      
5 Contract “Supply with electrical material, work tools for school and Municipality of Skenderaj” are paid supplies in the 

amount of €16,929  and €16,013 are paid the services for the contract “Services and Technical Maintenance of the 
Municipal and Education Institutions  in the Municipality of Skenderaj “ . 

6 Rrevenues collected from other institutions on behalf of the Municipality are not included. 
7 €78,000 decision dated 08.10.2018; €108,000 decision dated 26.10.2018 and €80,000 decision dated 26.11.2018 . 
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Issue A 1 – Delays in Issuing Construction Permits 

Finding According to the Article (17) of the Law on Construction 04L-110, the 

construction permit is issued by the competent body within forty five (45) 

days for categories II and III. Also, Article (32) of AI-MESP no. 06/2017 

foresees as integral part of this instruction the standard annexes for the 

preparation and consideration of requests, construction permits. 

Out of three tested samples for issuing construction permits, we have 

observed that in two of them there were delays beyond the allowed deadline, 

namely the delays were for 46 days and 18 days. Also, were not used standard 

annexes for confirming the acceptance of the construction permit (Annex 5) 

and the review of the request (annex 8), and there was no evidence on 

notification for completing the requests in the file case. 

According to the officials due to delays in issuing construction permits, 

requests were incomplete, however, the municipality had no evidence to 

prove the same, as it did not apply annexes of the Instruction. The reason why 

annexes were not used is because officials were not updated with new 

requirements. 

Risk Failure to apply deadlines and annexes based on the law on the review of 

construction permits requests has produced confusion in their consideration, 

and has led to delays in the issuance of construction permits, which are not 

in compliance with the legal basis. 

Recommendation A1 The Mayor should ensure that responsible officials apply the annexes 

provided for in the Instruction regulating the issue of construction permits, 

and in case the permit requirements are incomplete, applicants should be 

notified in time in order to avoid delays in issuing a response for the 

construction permit by the Municipality.  

3.1.2 Wages and Salaries 

The final budget for Wages and Salaries was €7,516,479, while expenditures were €7,490,289. Wages 

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

Administration (MPA) and the Ministry of Finance (MoF).  
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Issue B3 – Weaknesses with Special Service Agreements 

Finding Article 12 of the Law no. 03/L-149 on Civil Service stipulates that fixed term 

appointments of less than six months should be made on the basis of contracts 

called “Special Services Agreement” (SSAs), for which a simplify recruitment 

procedure is applied. During 2018 the Municipality had 19 employees with 

SSA. 

In two cases we observed that the recruitment was done without simplified 

recruitment procedures, while in two others the deadline for conclusion of 

contract had exceeded the term of three months. These contracts were signed 

due to the lack of budget planning for these positions, and because it was the 

easiest way to recruit staff despite of the fact that these services were mainly 

intended for regular positions8.   

Risk Recruitment of staff for special services without simplified recruitment 

procedures limits competition and may result in hiring incompetent staff that 

may provide services of quality that does not meet the needs. 

Recommendation B3 The Mayor should ensure that special service agreements are signed for 

specific works, and a simplified recruitment procedure is applied, and 

contracts are not for a longer period than the legal deadline. Further on, 

actions should be taken to address the needs for regular positions in the MoF 

during budget planning, so they are not covered by SSAs. 

3.1.3 Goods and Services and Utilities  

The final budget for this category in in 2018 was €1,647,437, out of which €1,571,333 were spent. 

Those mainly relate to utilities, expenditures for fuel and other heating sources, Maintenance, other 

contracted services, etc. 

 

 

 

 

 

 

                                                      
8 SSA are signed for positions: Administrative Assistant, Legal Officer, Legal Issues Officer, etc. 
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Issue B4 – Weaknesses in Tendering Process 

Finding  The Public Procurement Operational Guide (PPOG) for framework contracts 

in Article 56, clause 10 and 11 states that in cases where the indicative 

quantities are not known then the Contracting Authority (CA) should use the 

contract with price per unit by determining the weight based on the 

importance of goods-services, aiming to get the cheapest offer.  

In the tender dossier for the framework contract “Supply and servicing of fire 

distinguishers to the firefighters and municipal institutions in Skenderaj”, we 

have identified that no indicative quantities were determined and price per 

unit contracts were used without weighting the importance of the 

items/services. In our case there was only one bid and it did not produce any 

direct effect, but it relates to the deviations from procurement procedures. 

Risk Failure to adhere to procurement procedures during the selection of bids risks 

selection of  the best bid for the municipality, and may arise problems in the 

execution of the contracts. 

Recommendation B4 The Mayor should ensure additional controls during the procurement 

procedures to assure that they are carried out in accordance with legal 

requirements and provide added value for the money spent. Further on, as in 

the mentioned case, criteria over the setting of prices should be established 

based on the importance of items, in order to have a basis for the selection of 

the Economic Operator (EO). 
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Issue A 2 - Contract award without meeting the criteria 

Finding  In the file and notification for the framework contract “Servicing and 

maintenance of vehicles for MA, MED, MFMC and SWC in Skenderaj 

Municipality” MA has set the criteria for award of the contract. 

We identified that from the criteria required the winning EO did not have 

VAT certificate, copies of employment contracts for two mechanics and 

written statement of EO for location of the servicing facility. In spite of this, 

the evaluation commission has disregarded these criteria and recommended 

to the procurement manager to award the EO with the contract. 

Risk Failure to meet the criteria set for the selection of bids poses a risk as may not 

be selected the best bid for the municipality, and problems may occur during 

the execution of the contracts. 

Recommendation A2 The Mayor should strengthen control in the procurement department, 

ensuring that the Procurement Officer will award the EO with contract only 

after meeting the set criteria. Further on, the selection of evaluation 

commissions should be as professional as possible in order to evaluate the 

offers in full compliance with the criteria and evidence set in the tender 

dossier. 
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Issue B 5 – Exceeding of payments to the framework contracts 

Finding  Article 22 of the LPP9  stipulates that the value of public framework contracts 

cannot be higher or lower than 30% of its total indicative value. 

 For the public framework contract “Maintenance and installing of 

cameras in schools and in Municipality of Skenderaj”, the payment 

was exceeded by €19,492. The estimated value of the contract for three 

years was €20,000, while the value of payments/purchase orders for 

this period was €45,492; and 

 For a one-year public contract for “Supply of coal for all schools, 

firefighting service and the culture house for the Municipality of 

Skenderaj”, the allowed value was exceeded by €15,853. The value of 

the contract was €70,620, while the value of the payments/purchase 

orders in this period was €86,473.  

These values were exceeded due to ineffective controls and poor 

communication between requesting units, project manager and directorate of 

economy, finance and development. 

Risk Exceeding the allowed value beyond the contract, apart from being in 

disagreement with procurement rules, also leads to use of other funds 

intended for other purposes, and may result in insufficient budget for 

implementation of the planned projects or other services. 

Recommendation B5 The Mayor should strengthen controls to ensure that adequate analysis of the 

needs for contracted supplies/works is undertaken prior to the preparation 

of the projects. In this way, management of contracts will be improved and 

exceeding of the allowed +/- 30% of the value will be avoided. 

 

                                                      
9 Law on Public Procurement  no. 04/L-042 as amended and supplemented by Laws no.04/L-237; no. 05/L-068 and 

05/L-092 
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Issue A  3 – Weaknesses in Contract Management 

Finding  PPOG in Articles 61 & 62 regulates issues related to contract management and 

segregation of duties. During the audit we identified the following: 

 In three cases/payments it is found that the contract manager’s 

committees reports for receiving goods were missing, such as the 

payment for “Supply with Goods and Services for the need of DCYS 

in the amount of €4,198, payment for “Supply of official material “In 

the amount of €544; and payments for “Supply of food, drink and 

hygienic-sanitary material” in the amount of €1,938; and 

 In the payment of €8,560 for the contract “Supply with medical record 

files and cabinet files to store these files at MFMC in Skenderaj” we 

found that the commission that has performed the tender evaluation 

has also received the supplies of card, which is a violation of the 

principle on segregation of duties.  

The reason for the current situation is that in cases of routine and frequent 

supplies, the municipality has not practiced reception of supplies by the 

commissions or contract managers, while the second case is related to 

insufficient information of officials on legal requirements. 

Risk Lack of reports from the respective commissions increases the risk of irregular 

payments and poor monitoring of the contract. Inadequate segregation of 

duties risks quality and execution of the contract. 

Recommendation A3 The Mayor should ensure that the receipt of supplies is made by the 

respective managers/commissions, and the segregation of duties and 

responsibilities in procurement activities is done in accordance with legal 

requirements, in order to prevent the possibility of conflict interest. 

3.1.4 Subsidies and Transfers  

The final budget for Subsidies and Transfers was €361,532. Out of which €3,622,782 were spent in 

2018. Subsidies are allocated to public and non-public entities and are mainly spent to support the 

agriculture, culture, sport and other activities within the Municipality. 

Recommendations 

We have no recommendations in this area. 
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3.1.5 Capital Investments  

The final budget for Capital Investments was €4,040,784, out of which €3,622,782 were spent in 

2018. Investments are mainly related to the building of infrastructure, construction of school 

buildings, expropriations, equipment and improvement of different Capital Assets. 

 

Issue A 4 – Weaknesses in Negotiated Procedures Without the Publication of a Contract Notice 

Finding  According to Article (35.3) of the LPP, the execution of a negotiated procedure 

without the publication of a contract notice in no way releases the CA from 

its obligation to play an active role in determining the terms of the contract, 

prices, terms of acceptance, quantities, technical characteristics and 

guarantees.  

The Municipality had signed a contract for “Unplanned works for 

construction of the Sports Centre in Skenderaj” with a negotiated procedure 

without publication of the Contract Notice in the amount of €39,846. The 

contracted positions were not in the initial contract and the CA (evaluation 

commission) had not left a trace/proof that it had been involved in 

negotiating the terms of the contract, in particular the contracted position 

prices, if they matched to the real market prices. 

This occurred due to incompetence of the evaluation commission and the 

procurement officer. 

Risk In such procedures, failure to negotiate terms of the contract increase the risk 

that the offered prices are higher/over the market value, resulting in 

increased cost of the contract, and the CA will not receive the value for the 

money spent. 

Recommendation A4 The Mayor, through the procurement manager should ensure that the 

evidence is kept for the negotiated procedures, and that the cost of the 

contracts with such procedure is as low as possible for the CA, as foreseen by 

the law. Participation in trainings and obtaining clarifications from 

competent procurement institutions could increase the level of competence. 
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Issue B 6-  Delays in execution of Capital Projects 

Finding  The contract for the “Construction of Fence at QKMF” in the amount of 

€69,700, dated 08.08.2016 is planned to be completed in 90 working days. 

During the test of payment for this project in 2018, we have noticed delays in 

implementation of this project as according to the Journal works were 

concluded on 09.11.2017, with a delay of 229 days. 

Reason for delay were the obstacles that emerged during the execution of the 

works on the site, solid waste/foundations of the old building, although there 

was an executive project for this. 

Risk Failure to identify obstacles in time has resulted with delays in 

implementation of the capital project, according to the dynamic plan. These 

delays will lead to non-achievement of objectives in the implementation of 

capital projects. 

Recommendation B6 The Mayor should provide a detailed examination of the reasons that led to 

delays in the implementation of the projects and take necessary measures so 

that they are completed within reasonable timeframes, preventing their 

transfer in future periods.  

3.1.6 Common Issues on Goods and Services and Capital Investments  

The following common issues relate to Goods and Services and Capital Investments:  
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Issue A 5 – Payment executed from Treasury for Court Decisions 

Finding  Article 39 of the LPFMA determines that the CFO of the budget organization 

is responsible to ensure that any valid invoice and payment request for goods 

and services supplied and/or the works executed for the budget organization 

are paid within 30 calendar days, after receipt of the invoice or request for 

payment from the relevant budget organization. 

We have identified that the Treasury had executed payments based on court 

decisions the amount of €406,025. Of which the main debt was €378,130 and 

the court’s procedural (enforcement) expenses were €27,895. Further on, this 

form of payment from the treasury has led to the use of funds from 

inadequate economic categories. Misclassification of these payments was in 

the amount of €62,475. 

Payments mainly relate to payments arising from the collective agreement for 

payment of three jubilee wages of education employees and three additional 

payments in case of retirement, as well as delays in paying EOs due to 

insufficient funds. 

Risk Created situation that led to the direct payment from Treasury through 

enforcement procedures results in increase of costs for the Municipality, and 

often on misclassification of expenditures. 

Recommendation A5 The Mayor should ensure cooperation with MoF so that the obligations 

arising from the collective agreement are planned/executed and paid in due 

time from the category of wages and salaries. Liabilities should also be paid 

within the set timeframes under the LPFMA. 
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Issue C1 – Weaknesses in procurement procedures 

Finding  Article 25 of the LPP no. 05/L-068, obliges the CA that on the occasion of the 

signing of the contract, within two days to prepare the notification for signing 

the contract. Financial Rule 01/2013/MoF, obliges the budget organization 

that the purchase order must precede receipt of invoice and goods. As a result 

of our testing, we identified that: 

 Out of 42 tested payment cases, of which 14 payments for goods and 

services and nine payments of Capital Investments resulted with a 

purchase order proceeded after receipt of the goods and invoice; and 

 In seven procurement procedures for goods and services and six 

capital investments, there was no contract signing notice. 

The reason why these rules were not followed relate to the fact that these 

shortcomings have not affected the progress of the process and are 

disregarded. 

Risk Failure to comply with the procurement rules and receipt of invoices / goods 

before processing the purchase order increases the risk that the information 

is not transparent and the works or goods and services received not to the 

required requirements, both in quantity and quality. 

Recommendation C1 The Mayor should ensure processing of the notification for signing the 

contract through the procurement manager, and to ensure that checks on the 

execution of payments are being consistently applied, in order to ensure that 

the goods/invoice are not accepted before the purchase order is processed. 

3.2 Capital and non-capital assets  

The value of capital assets presented in 2018 AFS of was €152,846,000 while the value of non-capital 

assets was €649,000. Stocks at the end of the year were €30,00010. 

We have reviewed whether the record keeping process is in compliance with the requirements of 

the MoF Regulation-no.02/2013 on Management of non-financial assets in budget organizations, 

the inventory process and the physical existence of assets, and we have identified the following 

issues. 
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Issue C2- Failure to fully functionalise e-Assets system and lack of a Warehouse 

Finding  Article 6.3 of the Regulation on Asset Management no. 02/2013 stipulates that 

non-capital assets and stocks should be registered in the “E-Asset” system. 

According to Article 8.2 - Acceptance of non-financial assets in the warehouse 

shall be made on the basis of the respective admission letter signed by the 

Admissions/Logistics Officer after verification of quantity, value and quality. 

We identified that: 

 For recording and reporting of non-capital assets under €1,000 and 

stocks The Municipality is not using the e-Assets system since it is not 

fully operational and depreciation is not calculated at all. Data that is 

managed in Excel format records is used for reporting these assets in 

the AFS, and there is a risk of receiving incomplete and inaccurate 

data, since records can be changed at any time and without any trace; 

and 

 The Municipality does not have a warehouse to accept and store 

stocks, besides the warehouse at MFMC which is used for reception 

of healthcare supplies. 

The cause of non-functionalisation of the e-Assets system also relates to 

inadequate management by the Ministry of Public Administration, but also 

with the competence of the responsible persons. Further on, there is no 

justification for the lack of the warehouse except for the lack of space. 

Risk Failure to fully functionalise the e-Assets system hinders the proper 

management of assets and increases the risk of errors in identification of asset 

and in manual calculation of depreciation. This will result in lack of accurate 

information regarding the assets owned by the municipality, and in improper 

and inaccurate presentation of assets in the AFS. The lack of the warehouse 

shows that the controls are ineffective and as a result we have inadequate 

stock management. 

Recommendation C2 The Mayor should ensure full operation and use of the e-Assets system for 

asset registration under €1,000 and stocks, and to functionalise the warehouse 

for management of stocks. Further on, should provide a training to the Asset 

Officer for better asset management. 

                                                      
10 Warehouse Stocks at MFMC, since the Municipality does not have other warehouse available. 
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Issue A 6 – Identified irregularities during physical examination 

Finding  According to Article 6.1 of the MoF Regulation no.02/2013 on Management 

of Non-financial Asset, any budget organization should establish and 

maintain the register of its non-financial assets. The register must be kept 

separately for each asset and in aggregate form according to the categories 

classified based on the accounting plan. From physical examination we 

identified that: 

 During the physical examination for “Construction of School in 

Makërmal”, for invoicing of €18,855 relating to the installation of 

doors and windows, we have found not all of them were installed 

except for a small number of window frames; 

 In two payments in the amount of €70,540 for medical supplies, 

related to the purchase of four monitors and two ultrasound devices, 

we have evidenced that they are registered in KFMIS as a total value, 

while during physical verification we have established that they did 

not have barcodes; and 

 Lack of barcodes was also observed for assets purchased under €1,000, 

found during physical examination for: 

- Supply of 13 cabinets worth €910 in the MFMC; 

- Supply of cameras in the amount of €1,400 for the fire department; 

and 

- Supply with a photocopy of €995, although the barcodes was set, it 

did not match to the one registered in the e-Assets. 

Failure to set barcodes is related to incompetence and negligence of the 

responsible persons while, payment for positions that were not set was due 

to the lack of the responsibility of the contract manager/supervisor. 

Risk Failure to set barcodes for all the assets owned by the Municipality risks 

loss/alienation of assets. While payments for unfinished works may result in 

irregular payments. 

Recommendation A6 The Mayor should ensure that the responsible persons for management of the 

municipal contracts are responsible and held accountable, and that payments 

are approved by the overseeing body only upon acceptance of the completed 

works. Further on, barcodes should be set on assets and recorded in the 

KFMIS separately and not as the total project value. 



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

 

 26 

3.3 Receivables  

Accounts receivable at the end of the year were €1,197,000. Receivables are made of property tax, 

business tax, rents and construction permits. The largest part of receivables is made from property 

tax in the amount of €803,000 and receivables from business activity tax of €246,000. 
 

Issue B7 – Continuous increase of accounts receivable 

Finding The Municipality did not have effective management in collecting receivables 

as their increase over the years continues. From the previous year, they have 

increased for about €46,000 and the largest increases are receivables from 

property tax. The Municipality did not take any specific action to collect 

receivables through enforcement agents as an option in collecting receivables. 

We present the findings as follows: 

 Significant delays in collection of accounts receivable from property 

tax, mainly from 2003. Of these, two cases related to KPA receivables 

in the amount of €7,970 for social organizations involved in the 

privatization process, and in 15 other cases there were delays in 

payments (from 2005) by citizens and businesses in the amount of 

€29,649, in spite of Article 23 of Law no. 06L / 00511, on Immovable 

Property Tax; 

 In business taxes even though the municipality had made a decision 

(2017) for settlement of business tax debts until 2008 for businesses 

that had fulfilled their obligations for 2009-2014, this action did not 

encourage businesses to pay their debts. In business taxes, 5 out of 6 

tested samples in the amount of €12,804 were old debts since 2004, 

despite the regulation on fees and charges which determines their 

payment criteria; 

 In accounts receivable for construction permits in the amount of 

€29,452 we found that these accounts were related to the debt from a 

construction permit dated 10.10.2017, although the criteria set in the 

decision for allowing execution of payments as follows: the second 

instalment  up to 30.01.2018 and the third instalment up to 30.03.2018, 

while the same is in possession of a permit; and 

 The accumulated debt for two samples, users of public/local business 

space in the amount of €7,525 is from 2016, while for the use of public 

property/land we have tested a sample with accumulated debt in the 

amount of €1,280, while the terms of the contract has foreseen 

monthly payment. 
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The Municipality is not in possession of any special software for management 

of revenues/accounts receivable, except for business taxes. Lease and rent 

receivables are managed in Excel (where they can be changed and there is no 

trace) and the data presented does not provide full assurance of their accuracy 

and completeness. 

Risk Lack of specific actions for collection of receivables according to the foreseen 

criteria, results with the increase of these accounts, financial loss and the risk 

of non-completion of municipal projects from collected revenues. Lack of a 

software/functional database risks the accuracy and completeness of the 

information on receivables and their disclosure in the AFS. 

Recommendation B7 The Mayor should ensure higher efficiency in collecting receivables and clear 

procedures for the way of managing and collecting debts. Equipment with a 

software/database would facilitate the work and maintenance of these 

accounts. 

3.4 Outstanding liabilities  

The statement of liabilities not paid to suppliers at the end of 2018 was €403,560, or around 66% 

lower than in previous year (the liabilities in 2017 were €1,174,280. This mainly resulted from 

execution of a high number of payments for court decisions, as the municipality has given priority 

to the payment of prior liabilities. 

The amount of Contingent Liabilities presented in the AFS is €1,176,000. However, this reflects only 

a part of the budget constraint that the Municipality may face in the next fiscal year. 

                                                      
11 Article 23 of the law no. 06L/005, point (2)2. Stipulates -For the tax year 2018, the second instalment of immovable 

property tax is paid up to 31st December of that tax year, according to the Law no. 06L / 005, point (2). 03 / L-204 on 
Immovable Property Tax, as amended and supplemented by Law no. 04/L-100. 
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Issue B8 - Delays in execution of payments and weaknesses in reporting of Outstanding 

Liabilities 

Finding  According to the Financial Rule no. 02/2013/MoF for reporting of BO's 

outstanding obligations, Article 5 point 3 states that “Monthly Report on 

Outstanding Liabilities” should include status of liabilities of the reporting 

period, including all obligations, regardless of the time they have incurred. 

“Also, the BO must pay every valid payment invoice within 30 calendar days 

upon receipt of the invoice. We have found that: 

 The value of liabilities reported for December in the MoF was €26,519, 

while the value of liabilities in the AFS was €403,560. During the analysis 

of this difference we identified that monthly reporting in the treasury is 

presented only as liabilities of the respective month and not as required 

by the regulation that also the obligations of previous months that are not 

paid should be included in the report. The four invoices in the amount of 

€82,937 that we tested were not included in the December report even 

though they should have been reported in; and 

 Out of 19 tested cases in the amount of € 197,094 we have identified that 

there are delays in payment of invoices from 6 to 120 days over the 

deadline set for payment. These invoices are not presented in the 

respective monthly reports of outstanding liabilities reported to the MoF. 

The reason for failing to report Liabilities was due to the lack of information 

and poor communication between the reporting officer of Liabilities and 

other directorates in the Municipality. 

Risk Poor controls in the management and reporting of monthly liabilities, 

presents unfair presentation of liabilities, while the delays in payments 

created budget implications for the next fiscal year, and the option of direct 

executions by  the Treasury. 

Recommendation B8 The Mayor should ensure controls in the execution of payments, and in case 

of presence of Municipality’s liabilities, those should be fully reported, 

including all liabilities, regardless of the period they have occurred. 
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4 Good Governance 

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

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

good governance with public assets. 

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

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

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

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

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

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

Overall Governance Conclusion  

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

accountability, risk management and the quality of management reporting. The poor process of 

implementation of previous year’s audit recommendations, the lack of monitoring processes for the 

risk management and poor controls over expenditures and revenues are some from the identified 

weaknesses in governance. The Municipality had fulfilled in time the request for the submission of 

the self-assessment questionnaire to the MoF. One of the questionnaire issues related to effective 

monitoring processes regarding the progress of objectives, is considered to be set by the 

Municipality itself, but no evidence has been provided to us in support of these conclusions. 

The Municipality is has already drafted the following plans: Municipal Development plan 2017 – 

2025, Urban Regulation Plan, and is in process of drafting the Zonal Mapping.  

4.1 Internal Audit System 

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

auditor.  Despite Strategic Plan, IAU has drafted the Annual Work Plan which included five audits, 

out of which four were carried out. 

The Audit Committee was functional and had held three regular meetings where have been 

considered the internal audit reports by giving support the IAU with the implementation of 

recommendations given by the Management. 
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Issue C3- Failure to complete the IAU  

Finding  Article (3) of the AI 23/200912 on Establishment of the Internal Audit Unit 

stipulates that each public sector entity with a budget of over €5 million 

should have at least three auditors. Last year's recommendation for 

completion of IAU was partially implemented, as the Municipality had 

recruited only one auditor due to unplanned budget. 

Risk Failure to complete IAUs with sufficient staff may lead to not covering all 

areas of risk by internal audit, and may not allow the management to take 

actions on time for prevention of possible errors. 

Recommendation C3 The Mayor should ensure that the required positions will be planned by 

budget on time, and that the Internal Audit Unit is filled in with sufficient 

staff according to the applicable AI. 

4.2 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. It is important that they include proper reporting to management to enable an effective 

and timely response to identified operational problems. 

                                                      
12 This AI is related to the law which has been abrogated, but also to the regulation which derives from the current law, 

the regulation (CRK) no. 01/2019 on Establishment and Implementation of the Internal Audit Function in the Public 

Sector, foresees that the budget organization with more than €7 million should have three auditors, this regulation will 

enter into force from 2019. 
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Issue B9 - Weaknesses in Management Control 

Finding  Our review of implemented management controls in the main financial 

system of the Municipality has highlighted a poor financial reporting over 

expenditures and revenues to the Senior Management, as well as incomplete 

analysis of providing services. Consequently, the annual financial statements 

have resulted with inaccuracies and errors. Handling of some items was not 

adequate, as incomplete assets registers, as well as classification of 

expenditures in AFS. 

Risk The accountability requirements and financial reporting should be 

strengthened to support the effectiveness of financial management within the 

Municipality, so that the financial information is fully functional to support 

the management decision-making. 

Recommendation B9 The Mayor should ensure that effective process of the risks management is in 

place through respective organization’s sectors, to ensure that the form of 

financial and operational reporting to senior management has been 

determined, by which is required to support the effective management of the 

activity. 

5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS of the Municipality resulted in 19 key recommendations. The 

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

implemented. NAO report, along with the plan for implementation of the recommendations was 

discussed at the Municipal Assembly in the meeting of 28/09/2018. 

By the end of our 2018 audit, six recommendations have been implemented; nine recommendations 

were repeated; three partially repeated and one recommendation was closed. For a more detailed 

description of the recommendations and how they are addressed, see Table 4 (or the Table of 

Recommendations). 
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Table 4 Summary of prior year recommendations and of 2018 

No Audit area Recommendations  of 2017  Actions 
taken  

Status 

1 AFS The Mayor should ensure that an analysis is 
undertaken to determine the causes of the 
Emphasis of Matter in the Audit Opinion. 
Specific actions should be taken to address the 
causes systematically to confirm the management 
and full recording of assets, including their fair 
disclosure in the 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. 

No Action 
Taken 

 

Repeated 
Recommendat
ion Ref: B1 

2 Financial 
Manageme
nt and 
Control 

The Mayor should ensure that expenditures are 
planned in accordance with economic codes 
allocated for relevant categories depending on 
benefits. 

No Action 
Taken 

Repeated 
Recommendat
ion Ref: B2 

3 Revenues The Mayor should analyse barriers in 
implementation of this requirement and identify 
ways for addressing of the recommendation in 
this area. The Mayor should ensure effective 
mechanisms to verify the quota determined of 
1/3 of properties, for property tax as required by 
administrative instruction. 

The 
Municipal
ity has 
achieved 
to verify 
20 % of the 
properties 
with the 
new law. 

Recommendat
ion 
implemented. 

4 Wages and 
Salaries 

The Mayor should ensure transparent and 
competitive process for all applicants by 
following the procedures of holding a written test 
and interview according to the AI on Regulating 
of Competition Procedures in the Public Sector, 
with the purpose of adequate selection of the 
staff. 

We have 
not 
identified 
similar 
issues. 

Recommendat
ion 
implemented. 

5 Goods and 
Services 

The Mayor should ensure that employees with 
SSA are engaged only in cases when there are 
specific demands and engagements for these 
services which should not last more than six 
months. For all the regular job positions ensure 
they are considered during budget planning, are 
handled as required and discussed with the MoF. 

No actions 
taken. 

Repeated 
Recommendat
ion Ref: B3 
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6 Goods and 
Services 

The Mayor should ensure additional controls 
during the procurement procedures securing that 
those are developed in accordance with legal 
requirements and provide added value for the 
money spent. Furthermore, as in the mentioned 
case, criteria over the determination of prices by 
the importance of products should in place, in 
order to have determining base for the selection 
of EO. 

No actions 
taken. 

Repeated 
Recommendat
ion Ref: B4 

7 Goods and 
Services 

The Mayor should ensure that causes of the 
identified cases have been analysed and ensure 
that requesting units submits the request for the 
type and need of services in time, as well as to 
increase controls during the execution of 
payments, in order that payments are executed 
according to the determined terms. All goods and 
services should be received according to the 
contractual terms and by respective committees. 

We have 
not 
identified 
similar 
issues. 

Recommendat
ion 
implemented. 

8 Subsidies 
and 
Transfers 

The Mayor should ensure that controls in process 
of awarding with subsidies are in place, and that 
the beneficiaries meet the criteria based on which 
the subsidy has been allowed, based on 
regulation. Further on, it should be ensured the 
monitoring of the subsidies process, until an 
assurance is obtained that the given support has 
achieved the subsidies’ intended purpose. 

We have 
not 
identified 
similar 
issues. 

Recommendat
ion 
implemented. 

9 Capital 
Investment
s 

The Mayor should ensure that contracts are 
compiled fully in accordance with the 
agreements entered into with the related parties 
in order to avoid the financial implications which 
are further caused during their execution. The 
Mayor also should ensure the commitment of 
funds for the projects before the conclusion of the 
contracts. 

It was an 
isolated 
case, we 
have not 
identified 
similar 
issues. 

Recommendat
ion 
implemented. 

10 Capital 
Investment
s 

The Mayor should ensure a detailed review of 
reasons that have caused delays in the execution 
of these projects and take the necessary measures 
in order that those are completed within a 
reasonable timeframes by avoiding their transfer 
in the next periods. 

No 
Actions 
taken. 

Repeated 
Recommendat
ion Ref: B6 

11 Common 
Issues 

The Mayor should ensure additional controls in 
order that contracts are signed only then when 
funds exist, securing their execution. 

We have 
not 
identified 
similar 
issues. 

Recommendat
ion 
implemented. 
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12 Common 
Issues 

The Mayor should strengthen controls to ensure 
that before the projects are prepared, sufficient 
analysis are made regarding the needs for 
contracted supplies/works. In this way the 
management of contracts will be improved and 
cases of exceeding over the allowed rate +/- 30% 
will be avoided. 

No actions 
taken. 

Repeated 
Recommendat
ion Ref: B5 

13 Common 
Issues 

The Mayor should ensure the functioning of 
control mechanisms where all invoices are 
recorded, protocolled, and paid within 
determined legal timeframes. Further on, the 
proceeding of payment should be done fully in 
compliance with the determined steps under 
LPFMA, and with financial rules. 

Implemen
ted. The 
Municipal
ity had 
started 
recording 
bills in the 
Protocol 
book. 

Partially 
Repeated 
Recommendat
ion Ref: C1 

14 Assets The Mayor should ensure that the non-financial 
assets are managed fully in compliance with the 
Regulation 02/2013 on Management of Assets. In 
this aspect it should ensure the recording of non-
capital assets as well secure that the e-Asset 
system for the recording of assets under €1,000 
and stocks is fully in operational. Furthermore, to 
ensure that after the inventory process, the 
inventoried situation is compared with the 
general register of assets, in order that possible 
differences are identified and after reflected in 
the assets registers. 

Weakness
es in 
Inventoryi
ng were 
eliminate
d.  

Partially 
Repeated 
Recommendat
ion Ref: C2 

15 Receivables The Mayor should ensure higher efficiency in 
collection of receivables, it should ensure clear 
procedures for the way they are managed and 
collected. Having effective program would 
facilitate the work and maintenance of these 
accounts. 

No actions 
taken. 

Repeated 
Recommendat
ion Ref: B7 

16 Liabilities The Mayor should ensure controls in the 
execution of payments, an in case of presence of 
Municipality’s liabilities, those should be fully 
reported, including all liabilities regardless of the 
period in which they occurred. 

No actions 
taken. 

Repeated 
Recommendat
ion Ref: B8 

17 The Process 
of 
Implementi
ng 
Recommen
dations 

The Mayor should ensure that a strengthened 
process of accountability of the responsible staff 
for the implementation of recommendations is in 
place, according to the timeframes and priorities 
determined by the action plan. Monitoring the 
process of the recommendations should be done 
systematically, and there where has setbacks, 
adequate measures to be proposed. 

 Recommendat
ion closed. 
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18 Internal 
Audit 

The Mayor should review the situation if the IAU 
has sufficient human resources to successfully 
fulfil its duties, as well as to ensure that the next 
IAU activity to include more audits which cover 
all important area for the Municipality. 

One 
Auditor 
was 
recruited 
but the 
IAU was 
yet not 
completed
. 

Partially 
Repeated 
Recommendat
ion Ref: C3 

19 Manageme
nt 
Reporting, 
Accountabi
lity and 
Risk 
Manageme
nt 

The Mayor should ensure that effective process 
of the risks management is in place through 
respective organization’s sectors, to ensure that a 
review has been carried through to determine the 
form of financial and operational reporting to 
senior management, by which is required to 
support the effective management of the activity 
and ensure that a suitable solution is in place 
within a reasonable time period. 

No actions 
taken. 

Repeated 
Recommendat
ion Ref: B9 

No Audit Area Recommendations given in 2018 

1 AFS 

Ref: B1 

The Mayor should ensure that actions are taken to address the underlying 

causes for Emphasis of Matter in the Audit Opinion. This requires specific 

actions to continuously ensure management and full registration of assets in 

KFMIS, including their correct disclosure in the AFS. 

2 Budget 

Planning 

and 

Execution  

Ref: B2 

The Mayor should ensure that expenditure planning is made according to the 

economic codes, divided by relevant categories, depending on the benefits. 

3 Revenues 

Ref: A1 

The Mayor should ensure that responsible officials apply the annexes provided 

for in the instruction regulating the issue of construction permits, and in case 

the permit requirements are incomplete, applicants should be notified in time 

in order to avoid delays in issuing a response for the construction permit by the 

Municipality. 

4 Wages and 

Salaries  

Ref: B3 

Mayor should ensure that special service agreements are signed for specific 

works, that a simplified recruitment procedure is applied, and contracts do not 

last longer than the legal deadline. Further on, actions should be taken to 

address the needs for regular positions with the MoF during budget planning, 

so they are not covered by SSAs. 

5 Goods and 
Services 

Ref: B4 

The Mayor should ensure additional controls during the procurement 
procedures to assure that they are carried out in accordance with legal 
requirements and provide added value for the money spent. Further on, as in 
the mentioned case, criteria over the determination of prices by the importance 
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of products should be set, in order to have determining basis for the selection of 
the Economic Operator (EO). 

6 
Goods and 
Services 

Ref: A2 

The Mayor should strengthen control in the procurement department, ensuring 
that the Procurement Officer will award the EO with contract only after meeting 
the set criteria. Further on, the selection of evaluation commissions should be as 
professional as possible in order to evaluate the offers in full compliance with 
the criteria and evidence set in the tender dossier. 

7 
Goods and 
Services 

Ref: B5 

The Mayor should strengthen the controls to ensure that adequate analysis of 
the needs for contracted supplies/works is undertaken prior to the 
preparation of the projects. In this way, management of contracts will be 
improved and exceeding of the allowed +/- 30% of the value will be avoided. 

8 
Goods and 
Services 

Ref: A3 

The Mayor should ensure that the receipt of supplies is made by the respective 
managers/committees, and the segregation of duties and responsibilities in 
procurement activities is done in accordance with legal requirements, in order 
to prevent the possibility of conflict interest. 

9 Capital 
Investment
s 

Ref: A4 

The Mayor, through the procurement manager should ensure that the evidence 
is kept for the negotiated procedures, and that the cost of the contracts with such 
procedure is as low as possible for the CA, as foreseen by the law. Participation 
in trainings and obtaining clarifications from competent procurement 
institutions could increase the level of competence. 

10 Capital 
Investment
s 

Ref: B6 

The Mayor should provide a detailed examination of the reasons that led to 
delays in the implementation of the projects and take necessary measures so 
that they are completed within reasonable timeframes, preventing their transfer 
in future periods. 

11 Common 
Issues 

G&S-CI 

Ref: A5 

The Mayor should set up cooperation with MoF so that the obligations arising 
from the collective agreement are planned/executed and paid in due time from 
the category of wages and salaries. Liabilities should also be paid within the set 
timeframes under the LPFMA. 

12 Common 
Issues 

G&S-CI 
Ref: A5 

The Mayor should ensure processing of the notification for signing the contract 
through the procurement manager, and to ensure that checks on the execution 
of payments are being consistently applied, in order to ensure that the 
goods/invoice are not accepted before the purchase order is processed. 

13 Assets 

Ref: C2 

The Mayor should ensure full operation and use of the E-Asset system for asset 
registration under €1,000 and stocks, and to secure the warehouse for 
management of stocks. Further on, should provide a training to the Asset 
Officer for better asset management. 

14 Assets 

Ref: A6 

The Mayor should ensure that the responsible persons for management of the 
municipal contracts are held accountable and responsible, and the payments are 
approved by the supervisory body only upon acceptance of the completed 
works. Further on, barcodes should be set on assets and recorded in the KFMIS 
separately and not as the total project value. 
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15 Receivables 

Ref: B7 
The Mayor should ensure higher efficiency in collecting receivables and clear 
procedures for the way of managing and collecting debts. Equipment with a 
software/database would facilitate the work and maintenance of these 
accounts. 

16 Outstandin
g Liabilities  

Ref: B8 

The Mayor should provide checks on the execution of payments, and in case of 
submitting the Municipality's obligations, they should be fully reported, 
including all obligations no matter what period has occurred. 

17 Internal 
Audit 
System 

Ref C3 

The Mayor should ensure that the required positions will be planned by 
budget on time, and that the Internal Audit Unit is filled in with sufficient staff 
according to the applicable AI. 

18 Manageme
nt 
Reporting  

Ref: B9 

The Mayor should ensure that effective process of the risks management is in 
place through respective organization’s sectors, to ensure that the form of 
financial and operational reporting to senior management has been 
determined, by which is required to support the effective management of the 
activity. 

 

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

prevail. 
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Annex I: Explanation of the different types of opinion 

applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework. 

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

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

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

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

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

appropriate audit evidence, may be materially misstated; and 

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

on the financial statements. 

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

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

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

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. 
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158. An Emphasis of Matter paragraph should: 

 be included immediately after the opinion; 

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

 include a clear reference to the matter being emphasised and indicate where the relevant 

disclosures that fully describe the matter can be found in the financial statements; and 

 indicate that the auditor’s opinion is not modified in respect of the matter emphasised.  

159. If the auditor considers it necessary to communicate a matter, other than those that are 

presented or disclosed in the financial statements, which, in the auditor’s judgement, is relevant to 

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

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

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

the opinion and any Emphasis of Matter paragraph. 
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Annex II: Letter of Confirmation  
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LETTER OF CONFIRMATION 

 
 
 
 
 
To: National Audit Office                                                              Venue and date: 10.04.2019  
 
 
 
 
 
Honoured,  
 
 
We hereby confirm that:  
 

 We have received the draft audit report of the National Audit Office on the 2018 
Annual Financial Statements of the Municipality of Skenderaj, 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.  
 

 
Bekim Jashari 

Mayor of Municipality of Skenderaj 
Date: 10 April. 2019, Skenderaj 


