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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 Ferizaj 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 Mirlinda 

Beqiri - Team Leader, Ejup Simnica, Besim Lezi and Elvir Krasniqi team 

members, under the management of the Head of Audit Department 

Luljeta Morina.  

 

 

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 Ferizaj 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 27 September 2018.   

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 of Ferizaj.   

Auditor’s General Opinion  

Qualified Opinion with Emphasis of Matter   

The Annual Financial Statements for the year ended on 31st December 2018 present a true and fair 

view in all material aspects, except payments in 12 cases from the category of Capital Investments, 

Goods and Services in the amount of €364,680, which the Municipality failed to provide for audit 

issues. Although these payments have been provided by the Treasury of Kosovo, the lack of 

evidence, such as invoices, acceptance reports or contracts do not provide assurance for giving an 

opinion as Treasury makes the execution of payments based solely on a final enforcement order or 

court order. 

Emphasis of Matter  

As an Emphasis of Matter, we would like to draw your attention to the fact that misclassification of 

expenditures in the amount of €449,551, payments according to court decisions or executed by the 

Treasury are presented in the AFS. The disclosures of assets and receivables were not properly 

presented in the annual financial statements. 

For more details see 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  

 

 

 

 

 

 

The process of production of the 
financial statements and their 

presentation is followed by some 
weaknesses, especially the incorrect 
classification of expenditures and 

incomplete disclosures. 

. The Mayor should analyse the reasons 
for the qualification of opinion as well as 

for the emphasis of matter 2018 and 
identify the actions required to enable 

improvements in the future 

The AFS preparation process is poorly 
managed. They contain some 

shortcomings in disclosures, and 
uncertainties identified during the 

audit.

The Mayor should ensure that the 
process of produution of the 2018 AFS 

includes a final review of the responsible 
management, and with the declaration 

of the AFS signed only after all 
necessary actions have been 

implemented (see subchapter 2.2, B1).

Budget spending through court decisions, 
contract management, revenue and staff 

management are areas that require further 
improvement 

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

highlighted in this Report to identify 
the reasons for the weaknesses and 
determine the actions necessary to 
address them (see issues A1-A7).

Although internal controls operated 
effectively in some areas  - evident 

weaknesses were noticed in  a number of  
important financial systems including 

procurement 

The Mayor should conduct a review of 
the procurement process as well as 
strengthen controls where failures 
have been identified in the process 
(see issues A8-A17, B2-B4, C1, C2).

The self-assessment process and response 
to prior year audit recommendations are 
not being addressed as required to ensure 

organisational development and 
improvement

The Mayor should apply a rigorous 
process to ensure the self-assessment 

process and prior audit year 
recommendations are proactively 

addressed with key issues/progress 
reported to senior management on a 

monthly basis(see issue B5).

Governance arrangements related to 
accountability, risk management  and 

mangement reporting are poor. Internal 
Audit Activity does not support 

developments in these areas

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

are made to improve accounability 
arrangements and management 
reporting to increase operational 

effectiveness supported by a more 
effective IAU  (see issue C3). 
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Management response to audit 2018  

The Mayor agreed with the findings and conclusions of the audit, and has commit to address all the 

recommendations given.  

The National Audit Office evaluates the cooperation of the management and the staff of  the 

Municipality during the audit process. 

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 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. Management’s responses to our findings can be found in Annex II. 
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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   

Qualified Opinion with Emphasis of Matter  

We have audited the AFS of the Ministry of the Municipality of Ferizaj for the year ended on 31 st 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, except for the effects of the issue described in the Basis for Qualified Opinion 

paragraph, the Annual Financial Statements for the year ended on 31 st 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 MoF no. 01/2017 on Annual 

Financial Reporting by Budget Organisations. 

Basis for Qualified Opinion  

We were not able to perform regular audit procedures to obtain assurance regarding payments 

made from the category of goods and services, and capital investments in a total value of €364,680. 

Despite the occasional requests, 12 payments were missing which the Municipality failed to provide, 

which were received from Treasury. We have not been able to ascertain whether proper procedures 

for the execution of these payments have been followed, and therefore we do not provide assurance 

for their execution in accordance with legal requirements. 

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

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

Responsibilities for the Audit of the AFS section of our report. NAO is independent of the 

Municipality of Ferizaj in accordance with the ethical requirements that are relevant to our audit of 

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

ethical responsibilities in accordance with these requirements.  
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We believe that the obtained audit evidence is sufficient and appropriate to provide a basis for the 

qualified opinion. 

Emphasis of Matter  

We want to draw your attention to the fact that; 

 During 2018, the Municipality paid, recorded and presented misclassification of 

expenditures in the amount of €449,551, payments based on court decisions, as a result of 

improper budget planning, such as: 

 From the category of capital investments, the value of €248,944 was paid for: €63,794 

per jubilee salary for retired teachers; €170,824 are expenditures for goods and 

services; and €14,326 for subsidies; 

 From the category of goods and services, the amount of €110,199 was paid for: €3,101 

jubilee salaries for retired teachers, €6,799 for capital investment for road maintenance 

and €100,299 for subsidies as current financial assistance funds; 

 From the category of subsidies, €18,000 were paid for capital investments, paving of 

local roads; and 

 The Municipality has budgeted and spent from the category of subsidies €72,408 

executed through procurement for supply with cows, greenhouses, etc. According to 

Administrative Instruction AI 2005/08 these payments should be recorded as capital 

investments (capital transfers). These payments were not in accordance with Article 

18.2.4 of Regulation 01/2013/MoF on Public Funds Expenditures, chart of accounts 

and Administrative Instruction AI 2005/08 which determines the classification of 

expenditures in appropriate categories and codes. 

 The Municipality did not set up controls on acceptance, protocol and distribution of official 

documentation. As a result of lack of control, the Municipality failed to provide the necessary 

audit documentation. After auditor's effort to provide the necessary audit evidence, the 

Municipality did not provide 33 payments in the amount of €994,148 as the necessary audit 

material. Out of this, for 21 cases, the evidence was obtained from Treasury, while there are 

12 cases that still lack some evidence for which the Municipality is responsible for their 

possession and preservation. 

 Accounts receivable from rents are understated in the amount of €231,350, business taxes are 

overstated in the amount of €1,045, and non-disclosure of receivables from kindergartens in 

the amount of €2,350. The Municipality failed to disclose any accounts receivable from 

construction permits, enabled by the Municipality to be paid in instalments. In the absence 

of information from the Municipality, based on a valuation, this value is expected to be 

€851,267; 

 Article 19, Capital asset was understated due to unrecorded assets, whereas non-capital 

assets were disclosed with zero value. From the audit of 122 payments from the category of 
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capital investments (assets acquired in the amount of €2,029,429), only 24 transactions were 

recorded or €1,074,251. The rest has remained unregistered, due to the lack of co-operation 

between finance and the assets officer, and due to lack of documentation supporting the 

purchase and asset registration. Payments for capital investments during 2018 in the amount 

of €9,741,7571, the Municipality has managed to register in the accounting register assets in 

the amount of €4,701,731, while €5,040,026, capital investment payments were not recorded 

as assets acquired during the year. The Municipality has also failed to implement prior year 

recommendation for the full registration of assets possessing 19 payments according to court 

decisions and apartments owned by the Municipality, still remain as not registered in the 

accounting register). Our opinion is not qualified on these issues. 

Responsibility of Management for AFS  

The Mayor of Ferizaj 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 is responsible to ensure the oversight of the Municipality’s financial reporting process. 

  

                                                 
1The amount includes the misclassification identified in CI in the amount of €201,799, excluding the payments on goods 

belonging to CI €6,799, as well as subsidies that belong to CI €90,408. The amount left  for unused samples remains 
unsubstantiated. 
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Auditor General’s Responsibility for the Audit of the AFS  

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

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

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

are free from material misstatements. 

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

accordance with ISSAIs will detect 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. 
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2.2 Compliance with AFS  and other reporting requirements  

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

requirements. We considered: 

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

Organisations; 

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

 Law on Local Government Finance no. 05/L -108 and amending and supplementing no. 

03/L-049;  

 Compliance with Financial Rule no. 01/2013 on Public Funds Expenditures and 02/2013 on 

Asset Management; 

 Budget Law for 2018 no. 06/L-020;  

 Action Plan on implementation of recommendations;   

 Procurement plan and the report of public contracts signed;  

 Regular quarterly reports for the Municipal Assembly and discussion of IA and NAO reports 

by MA;  

 Other requirements for budget reporting such as monthly and quarterly reports, operational 

(performance) reports; and  

 Requirements of Financial Management and Control (FMC) procedures. 

In the context of the AFS, other than the misclassification of expenditures presented in the Emphasis 

of Matter, asset disclosures and receivables, we have highlighted as issues, we have identified the 

following non-compliance: 

 Article 25, Report on the number of employees according to the payroll list, the Municipality 

only disclosed the number of employees of 2,321 according to the budget, while not 

disclosing the actual number of employees. Based on the December payroll list, the 

Municipality has 2,463 employees; 

 Article 26, for the disclosure of employees not in the payroll list, the Municipality has 

presented two employees, whereas according to the evidence provided by the Municipality, 

we consider that employees who were not an integral part of the payroll list, were 38 and 

these employees should have been disclosed in Article 25, employees in the payroll list and 

the reason should be disclosed why they are not included in the payroll list as debts for 

unpaid salaries (for more see issue A7); 

 Article 27, Report on the number of employees with special service agreements, there are 

188 persons engaged, presented, based on the evidence provided by the Municipality during 

the year, there are only 53 employees identified, not being based on the fact presented in the 

AFS. While based on Treasury data (supplier register), we consider that the Municipality has 

engaged and paid 246 employees for intellectual services and other contractual services in 
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the amount of €292,247, engaged in permanent work programmes as registrars, inspectors, 

senior officers, recorders, surveyors etc. 

DECLARATION MADE BY CHIEF ADMINISTRATIVE OFFICER  

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

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

although there are errors in the accurate presentation of expenditures according to economic 

categories and disclosures which affected the Qualified Opinion.  

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

2.3 Recommendations related to Annual Financial Statements 

Recommendation B1 The Mayor should ensure that an analysis has been carried out to determine 

the reasons for the qualification of opinion and that of emphasis of matter. 

Specific actions should be undertaken to address the causes systematically to 

eliminate the errors in the AFS reporting, including their disclosure. In this 

respect, all expenses should then be paid and recorded in accordance with the 

chart of accounts, based on the requirements of the Budget Law and the 

LPFMA. Further, controls on recording of all assets should be strengthened 

and their disclosures in the financial statements. 

In addition, the Mayor should ensure that effective processes are established 

to confirm that the production plan for 2019 AFS addresses all issues. This 

should also include reviewing the AFS by the Management with particular 

focus on areas where errors have been identified in previous years. The 

Declaration made by the Chief Administrative Officer and Chief Financial 

Officer should not be signed unless all necessary checks have been applied to 

the AFS.  

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 as well as assets and liabilities. 

Financial Management and Control Conclusion 

In the context of financial systems, controls over planning, budget execution, revenue and 

expenditure generally require further improvement to prevent irregularities. The main areas where 

more improvements are needed are budget execution and proper classification of expenditures, 

elimination of irregularities in the application of legality for property tax revenues and rental 
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income as well as implementation of rules when planning and executing procurement expenditures. 

Due to inconsistent compliance with regulations, the procurement area continues to be of concern, 

resulting in poor value for money achieved as well as unauthorised changes for projects. Also, 

special importance should be paid to asset management owned by the Municipality and the 

establishment of mechanisms for the management of liabilities and decrease of accounts receivable. 

3.1 Budget Planning and Execution  

We have considered the sources of budget funds, spending of funds by economic categories. This is 

highlighted in the following tables: 

Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 

Final 

Budget2 

2018 

Outturn 

2017 

Outturn 

2016 

Outturn 

Sources of Funds   29,248,881 30,080,857 29,502,713 27,058,456  25,258,562  

Government Grant -Budget  24,391,691 24,549,077 24,530,367 22,090,820  21,376,372  

Carried forward from 
previous year3 –  

0 
589,523 530,391 

1,524,372  729,319  

Own Source Revenues4 4,553,220 4,553,220 4,416,274 3,363,343  3,020,666  

Financing from borrowing  303,970 326,086 4,362 0 0 

Domestic Donations 0 56,040 19,872  63,215  111,416  

External Donations  0 6,910 1,447 16,706  20,789  

The final budget is higher by €831,976 compared to initial budget. This increase is a result of 

domestic and external donations (€62,950), revenues carried forward from the previous year 

(€589,523) and increased funds from borrowing financing (€22,116).  

In 2018, the BO has spent 98% of the final budget or €29,502,712, with an improvement of 3% 

compared to 2017. However, the budget execution remains at an unsatisfactory level and 

explanations on the current position are given below.  

 

                                                 
2 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance.  
3 Own Source Revenues unspent in previous year carried forward into the current year. 
4 Receipts used by the entity for financing its own budget.  
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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 

29,248,881  
30,080,857 29,502,713 

27,058,456 25,258,562 

Wages and Salaries  15,222,016  15,151,631 15,081,908 14,514,631 14,323,589 

Goods and Services   3,454,921  3,573,490 3,536,224 2,812,023  2,993,220  

Utilities  452,680  534,324 533,195 451,290  532,052  

Subsidies and Transfers  599,752  620,873 609,628 659,626  659,232  

Capital Investments   9,519,512  10,200,539 9,741,758 8,620,886  6,750,469  

Explanations for changes in budget categories including reasons and impact are given below:  

 The Municipality has benefited an increase from Government grants based on the decision 

no. 11/79 dated 11.12.2018 in the amount of €290,000, for budget lines in goods and services 

€40,000; utilities €80,000, subsidies and transfers €20,000 and capital expenditures €150,000. 

Also, with Government decision 07/80 dated 18.12.19, the budget was decreased on behalf 

of savings from the salaries category by €132,614. 

 Despite the increase of the budget for capital expenditures during the year, 96% of the 

budget was spent. The public investment programme includes several ongoing projects from 

previous year and some new projects for the current year. The performance shown has been 

influenced by the large number of payments based on court decisions and direct payments 

under Article 39.2 of LPFMA; 

 Budget cuts for wages and salaries by €132,614 was the result of non-execution of allocated 

funds. While, the increase of the budget for goods and services includes the revenues carried 

forward from the previous year by €62,896 and from external donors by €2,400 and the 

amount of €40,000 is additional funds by Government decision. 

 The budget for utilities also increased by €81,644. This amount was allocated due to the 

coverage of current debts and inherited debts from previous years. 

 The Municipality of Ferizaj has also received grants from domestic and external donors in 

the amount of €62,940, which were allocated for capital investments €56,040, salaries €3,870, 

goods and services 2,400, and utilities €600. 
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3.1.1 Revenues  

Revenues generated by the Municipality of Ferizaj, during 2018, were in the amount of €4,240,749. 

They relate to income from property tax, income from construction permits, administrative fees, 

income from business activities, rental income, etc. 

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2018  

Receipts 
2017 

Receipts 
2016 

Receipts 

Own source revenues  4,553,220 4,553,220 4,240,749 3,450,803  4,199,493 

Total 4,553,220 4,553,220 4,240,749 3,450,803 4,199,493 

Other than the data presented in the table, the Municipality also had indirect revenues in the amount 

of €1,033,454 (traffic fines €907,596, revenues from courts €103,675 and revenues from the Forest 

Agency €22,183). Own source revenues, unused, are carried forward for 2019 in the amount of 

€917,061.  

 

Issue A1 – Irregularities in calculation of property tax revenues   

Finding  According to Law on Taxes on Immovable Property No. 03/L-204, Article 9, 

“every natural person who, on or before 1 March of a tax period, establishes 

that the property or residential unit serves as his or her principal residence 

shall be allowed a deduction of ten thousand (10.000) Euro from the taxable 

value of the property”. In 15 cases, two or more properties was recognised as 

the principle residence the same taxpayers, this has led to an underestimation 

of €398 in these cases. This is so due to the registration of taxpayers with more 

than one identification number, the negligence of officials who insert data 

into the Protax system as well as field surveyors. 

Of the 77 cases tested, in one case the property tax was not assessed according 

to the tax zones set out in the regulation, the property tax was calculated 

based on the III zone, while according to the regulation it belonged to zone I. 

This affected the underestimation of tax liability by €22. 

Risk Situations of such nature result in incorrect tax property charges and thus 

damage the municipal budget in cases of understating tax obligation or 

damage the taxpayer in cases of overestimation of tax obligation.  

Recommendation A1 The Mayor should ensure to request, through the property tax manager, 

during the property registration and verification process, to pay attention not 

only to the registration of new properties and physical changes occurring in 

existing properties, but also to the corrections of identified weaknesses 

dealing with taxpayer property system so that tax calculations are as realistic 

as possible. 
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Issue A 2 – Recording of revenues in inadequate codes  

Finding  According to the Law on Public Financial Management and Accountability, 

Article 44.1, the Chief Financial Officer-CFO of the Budget Organisation shall 

record all transactions and keep the accounting records in compliance with 

sub-legal acts, and in accordance with FMC 5 procedures No. 7, par. 6.1.3 (i) 

The Chief Financial Officer (CFO) is responsible for the daily recording of 

revenues according to the appropriate economic codes in KFMIS. 

During our testing, we identified the following errors: 

• Revenues from "issuance of municipal environmental permits" in the 

amount of €115,339, were incorrectly recorded in the economic code, 

municipal tax for "Construction permit"; 

• Revenues from the "Vehicle registration tax" in the amount of €253,100 , 

were incorrectly recorded in the "Road tax" code; while 

• The "Activity exercise" taxes in the amount of €398,472 was recorded in the 

economic code "Other business licenses". 

This situation occurred due to the fact that the CFO and the revenue officer 

did not pay sufficient attention to accurate codification of revenues when 

collecting and registering them in the "FreeBalance" 

Risk Identified deficiencies result in incorrect reporting of revenues by economic 

codes and their inaccurate disclosure in the financial statements. 

Recommendation A2 The Mayor should request from the CFO and directorates collecting revenues 

that invoices with a reference number should correctly represent the 

department within the Municipality collecting revenues and the type of 

revenues within the budget organisation. Also, the CFO should conduct a 

continuous follow-up of the revenue registration process in KFMIS if it is 

made in the respective type of revenue based on UNIREF. 

                                                 
5Treasury Financial Rule 01/2010-Financial Management and Control, Article 1 
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Issue A 3- Lack of information in taxpayers files  

Finding  Out of eight audited cases, in six of them, taxpayers received more than one 

identification number, contrary to Article 14 of AI No. 03/2011, upon the 

registration of data in the system by the operators, the following data are 

obtained: the number of building, unit number and taxpayer number. Also, 

Article 5.8 of the same instruction foresees that taxpayer files shall also 

contain photos of facilities, out of the eight cases audited the files were not 

completed, photos were missing on some6 of the taxpayers’ properties. 

This has occurred due to the negligence of field surveyors and the lack of 

review of officials entering data into the system. 

Risk Deficiencies identified in the database and incomplete information in 

taxpayers' files result in unrealistic taxable property and impede correct 

calculation of property tax.  

Recommendation A3 The Mayor should request from the Property Tax Office a detailed mid-term 

plan to eliminate the identified weaknesses and to supervise on a regular 

basis the implementation of that plan, by eliminating the identified 

weaknesses. Establishing of a control on reverification, property surveying 

would enable the elimination of weaknesses in the property registry and the 

correct calculation of property tax. 

 

                                                 
6 From the audit of 8 cases/taxpayers who have from 3-18 properties, out of the total of 88 properties, 49 of them have no 

evidence/ photos.  
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Issue A 4 – Poor management of public areas leased out  

Finding  Based on the Law on Own Source Revenues of the Municipality of Ferizaj 01. 

no. 137, the charges for rent of open municipal property (without facilities) 

for non-agricultural purpose is a monthly charge and is determined at 

different mounts, depending on the area of property location. 

When conducting field verification of municipal/public areas leased out 

temporarily in the main square of the city (together with municipal officials), 

out of the 10 cases examined, it resulted that two of them have been operating 

with expired contracts, while one without a contract. The contracted surface 

for use was smaller than the factual surface area with a difference of 183m2. 

This has affected the underestimation of the users’ obligation and 

impediment of collection of revenues to the Municipality’s account in the 

amount of €732/ month depending on the duration and the surface of use of 

public spaces. 

This has happened as a result of the lack of law enforcement mechanisms for 

the purpose of collecting revenues and increasing funds. 

Risk There are no measures/mechanisms for implementing the rules in order to 

collect revenues and increase funds that may reflect a lack of resources and 

risk funding the current projects or new projects to the benefit of the citizen.  

Recommendation A4 The Mayor should ensure better co-ordination of work between the 

Directorate of Urbanism, Economic Development and Inspectorate with the 

aim of drafting a concrete plan for municipal property management. The 

Mayor should insist on taking measures for non-execution of contracts or 

harmonisation of contracts with the factual state of use of public spaces by 

businesses in order to eliminate identified weaknesses and increase efficiency 

in municipal property management. 
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Issue A 5- Use of municipal property with expired contracts or with contracts not in accordance 

with the law  

Finding  According to Law no. 04/L-144 on Leasing out and exchange of immovable 

property of the Municipality, the rights and obligations of municipal bodies 

in the management of immovable property of Municipality are foreseen in 

respect of natural and legal entities, central institutions and KPA. According 

to Article 5 and 6 the leasing out of immovable property of the Municipality 

for short and long term use is made through public auction procedures, 

which are regulated by sub-legal act. Out of the five audited cases, the legal 

requirements for the conduct of the public auction were not applied in two 

cases as follows: In one case7, although the contract had expired on 01.05.2016, 

the Municipality continued to invoice under that contract. This resulted in a 

difference of €15,100/per month, because the invoiced price was €900 

according to the expired contract, and if the Municipality would act on the 

basis of the municipal regulation, Article 11 on Charges for leasing out the 

Municipal Property, rental income for a month would be €16,000. 

In the second case8, the contract was concluded on 01.10.2014 by not applying 

the auction form, contrary to the procedures required by the above-

mentioned law with duration until the public auction procedure was 

developed, and no auction9 has ever been applied to the property in question. 

On 23.07.2018, the Municipality signed an annex contract contrary to Law no. 

04/L-144. 

The Municipality has not developed a formal internal management system 

for municipal property provided for use, monitoring of contracts regarding 

compliance with terms and contractual deadlines.   

Risk Failure to comply with the public auction process for leasing out municipal 

property increases the risk of open competition and may result in lower 

revenue collection. 

Recommendation A5 The Mayor should ensure that public property destined for use is made 

through the public auction procedure. Also, measures should be taken to 

terminate the existing expired contracts by requiring in advance the 

settlement of all contractual obligations by lessees.  

                                                 
7 Hangar and surface of 40 are at Str. Rexhep Bislimi.  
8 Municipal property located at the roundabout of the streets "Dardan Islami" and "Rruga e Reqakut" with a surface of 

600m2.  
9 Due to the change of business representative (owner /lessee), the Municipality has signed an annex contract with the 

following representative, on the same terms.  
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Issue A6 – Non respecting of the contract on the change of the rental price  

Finding  The Municipality’s Own Source Revenue Regulation, Article 11 provides for 

that the charge for the lease of open municipal property (without facilities) 

for non-agricultural purposes is a monthly charge and is determined at 

different amounts, depending on the zone of location of the property. 

According to Article 3, paragraph 2 of the contract between the Municipality 

and the lessee, it is stated that the monthly rent amount may change 

depending on the amendment of the regulation. Also, the contract is 

concluded with a fixed-term until the development of the public auction 

process. 

In one case, the Municipality temporarily leased out/for use part of the 

property located next to the roundabout of the street D. Islami and street 

Reqaku. According to the contract signed in 2014, the monthly calculated 

amount for 600m2 was €1,20010. The above-mentioned property is located in 

Zone II and if the 2018 Own Source Revenue Regulation (also based on the 

Contract Article 3.2 mentioned above) would apply, the calculated cost per 

month in this area would be €1,800. Underestimation of Municipality's 

income/lessee’s obligation in this case for 2018 is €7,200. 

This has occurred as a result of the negligence of responsible officials by not 

adjusting the invoicing prices to the changed prices according to the 

regulation of own source revenues based on the contract requirements.  

Risk This situation can cause incorrect rental charges and thus damage the 

municipal budget by affecting less monetary means being available to the 

Municipality.  

Recommendation A6 The Mayor should request from the responsible sectors, in each beginning of 

the year, to review all contracts and charges for lessees to reflect any change 

in the municipal own source regulation. 

                                                 
10 Based on municipality’s own source revenue regulation of 2012. 
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3.1.2 Wages and Salaries   

The final budget for wages and salaries was €15,151,632, out of which 99% of them were spent 

during 2018. 

Wages and salaries are paid through a centralised payment system managed by MPA and MoF.  

 

Issue A 7 – Non-inclusion of education employees in the payroll list and non-presented salary 

obligations  

Finding  The Municipality signed employment contracts with 38 teachers who were 

not included in the payroll list. This was because the Municipality had not 

foreseen these work positions according to budget, as it added nine (9) 

parallels as a result of the increase in the number of pupils in the 10th grade 

for the academic year 2018/2019 that were not included in the annual 

planning. These employees worked without being paid by the Municipality 

and the Municipality failed to disclose the obligation for their salaries. 

Risk Non-inclusion of employees in the payroll list increases the risk that the 

Municipality might be subject to lawsuits filed by employees for 

compensation of salaries and incur additional costs for court and enforcement 

proceedings. Also, the incomplete disclosure of the obligations affects the 

underestimation of the obligations and incorrect presentation to the 

beneficiaries of the AFS.  

Recommendation A7 The Mayor should ensure that upon planning, the situation requiring 

additional staff is analysed and reviewed, and the requirements for jobs and 

budgetary means are timely included and approved with the budget law, 

otherwise the relevant bodies should be required to approve these positions 

and funds. Payments and inclusion on the payroll list should be provided 

before making a decision on recruitment. Also, it should be ensured that 

salary obligations are properly presented. 
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3.1.3 Goods and Services, and Utilities  

The final budget for goods and services in 2018 was €4,107,813, out of which €4,069,419 or about 

99% were spent. 

Our audit results for this field are as below: 

 

Issue A8 – Failure to comply with procurement procedures and signing of irregular contracts  

Finding  The Municipality concluded a co-operation agreement on the use of media 

support services in the amount of €600/per month with duration of 24 

months without conducting procurement procedures. The agreement was 

signed by the Director of Finance, exceeding the powers for signing the 

contract or failing to comply with Law on Public Procurement, the 

requirement of Article 26.1 which stipulates that the responsible procurement 

officer of a Contracting Authority is the only person authorised to conclude 

or sign a public contract on behalf of such Contracting Authority. Due to non-

functional controls, the certification of this payment was not prohibited 

although the power to conclude the agreement was exceeded and the 

procurement procedure was overlooked on this occasion. 

The Municipality through an EO was supplied with administrative material 

for schools according to the decision of the Ministry of Education, which 

allowed only one company to publish this documentation. The Municipality 

failed to act in accordance with the Regulation on Public Funds Expenditures 

01/2013, Article 21 as this expenditure is not excluded from the procurement 

and Article 26 - Payment execution requires the contract to be attached where 

the supply prices would be specified according to the PPL requirements for 

the conclusion of the contract. The reason was the decision of MEST which 

allowed only one company to publish the school teaching material for 

2017/2018. 

Risk Failure to apply the procurement process reduces the transparency of 

spending of public money and the Municipality may receive services at 

unfavourable (non-competitive) prices that reflect the irregular spending of 

the budget for this category.  

Recommendation A8 The Mayor should ensure that the legality of application of tendering for the 

expenditures that require procurement is implemented and monitor the 

process of payment certification. The Mayor should also ensure that the 

signing of agreements or contracts for the purchase of services and goods is 

done by responsible persons/procurement manager. 
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Issue A9 – Tendering outside the procurement plan and without prior notice in CPA  

Finding  The Municipality conducted tendering procedures outside the procurement 

plan for the "Referral system for following management of the Civil Status 

Service". Based on Article 8.2 of the PPL, it is required that all procedures that 

the contracting authority plans to bid, during the fiscal year, are included in 

the annual procurement plan. The Municipality has not notified the CPA as 

required by Article 9.6 of the PPL. This has been due to inadequate planning 

of purchase requirements and needs. 

Based on the report for the implementation of the procurement plan and the 

contracts signed (offered by the Procurement Office) during 2018, 30 

procedures were performed, which were not in the procurement planning. 

The reason for the conduct of these procedures according to the Municipality 

is the obligations arising from co-financing agreements with the central level 

and the unforeseen needs of the Municipality. 

Risk Tendering outside the procurement plan result in ineffective spending on the 

budget destined for other purposes and also reflects a lack of need assessment 

and poor requirements planning.  

Recommendation A9 The Mayor should ensure that controls are functional for timely planning of 

the needs for the purchase of goods and services by all requesting units and 

the same are included in the procurement plan, prepared by the procurement 

office. Whenever a need arises for purchase outside the plan, it is necessary 

to establish mechanisms for prior notice of relevant bodies according to legal 

requirements.   
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Issue A 10 – Unclear technical specification upon tendering, and repeated positions and 

abnormally low prices   

Finding  The Municipality has conducted procurement procedures for Supply with 

cartridges (printer ink) with price €3.157. The specific design was not done in 

accordance with Article 28.2 of the PPL, which requires that the Contracting 

Authority will compile the technical specifications in such a manner that they 

are compatible with the purpose of procurement and directed towards 

providing the best access for all interested economic operators and tenderers, 

as within the technical specification, there are ambiguous and not-well 

specified/correct positions so that all economic operators are able to 

understand what the cartridge it is about11. It is worth mentioning that from 

75 items respectively cartridge types, 67 of them had a price of €0.10/unit in 

the financial offer. 

During the execution of this contract, a school was supplied with items 

outside the contract12 for which the price on the contracted financial bid was 

not specified or determined. While in the same case, the supply with cartridge 

ML-1640 for Samsung printer which was specified in the contract and had a 

price of €0.10, the Municipality paid €20 per piece or €80 for the supply of 4 

pcs according to the invoice. The receiving commission proves that the goods 

were received according to the shipment note (signed by three members), but 

during the physical examination, in co-operation with the municipal officials, 

the cartridges identified in the invoice were not accepted in whole, but 

replacement cartridges or other cartridges were accepted because they were 

not foreseen in the winning bid. 

As a result of the lack of professional competency, the Municipality failed to 

provide a list of the printers and photocopies available. Inefficient control of 

the procurement office has led to the publication of the tender dossier with 

unclear or incorrect positions which also reflect supplies with non-contracted 

items. 

Risk The weaknesses in clarifying positions in the tender dossier result in 

misleading bidders and can affect the sound competition. Failure to fully 

incorporate purchase requests as needed increases the risk that the 

Municipality is supplied with inadequate goods or the need for additional 

contracts arises. 

Recommendation A10 The Mayor should ensure that competent officials from the requesting units 

draft clear and complete technical specifications based on real procurement 

needs. The Procurement Office should also strengthen the controls by 

ensuring in advance that the requests are complete and clear, and clarified 

positions are included in the tender dossier.  
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Issue C1 – Lack of contract management plan  

Finding  The Municipality did not establish sufficient controls on contract 

management as required by the PPL, Article 81.1.1 that the designated 

contract managers should draft a contract management plan. In six cases, the 

contract management plan was not drafted, due to irresponsibility of contract 

managers and ineffective oversight. 

Risk The lack of a contract management plan may result in poor contract 

management and reduce effectiveness in achieving the objectives. This 

increases the risk of potentially irregular payment or poor value for money. 

Recommendation C1 The Mayor should ensure that a review of the identified weaknesses is 

undertaken and analyse why effective oversight of contract management has 

not been applied. The Mayor should ensure that controls are established; and 

contract managers prepare and review the contract plan according to legal 

requirements.  

                                                 
11 Position 15- The printer's ink 49 colour is not known which printer or photocopy is in question. Position 23- "Ricoh" 

colour and position 35- Epson printer ink is not defined what type of Ricoh or Epson printer it is about, there are many 
types of these brands of photocopiers or cartridges. Position 43- ink for Bizhup Photocopy is not specified for which 
printer / photocopy it is about.  

12 Toner Ricoh MP 3353 (2*30€=60€ according to invoice). 
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Issue A11- Irregularity in reporting and staff engaging with special service agreements  

Finding  Our review of employee engagement with Special Services Agreements (SSA) 

has identified the following weaknesses: 

Risk Based on the AFS, the Municipality disclosed that during 2018 there were 188 

employees with SSA. From the personnel office at the request of the auditor, 

reports/evidence presented that only 53 employees have been engaged with 

special service agreements. While based on Treasury data (supplier register), 

we consider that the Municipality paid 246 employees for intellectual services 

and other contractual services, in the amount of €292,247. 

According to Rule No. 01/2013 on Public Funds Expenditures, Article 35.4.5 

stipulates that the budget organisation should complete a form specifying 

that the employment relationship test has been applied and that the 

individual is not in employment relationship and the payment is a purchase 

of services for the budget organisation. In six audited cases, we identified that 

this test was not implemented upon engagement. We have also identified that 

engagement with special services agreements is mainly done in permanent 

work programmes as registrars, inspectors, senior officials, recorders, field 

surveyors, etc. 

Risk Covering important positions with temporary agreements result in poor staff 

performance and monitoring, and increases uncertainty if adequate staff is 

engaged in such positions. Hence, in the absence of proper competition, the 

quality of the services delivered may be of a poor level and the organisation's 

objectives may not be achieved. 

Recommendation A11 The Mayor should review the real needs for engaging employees with special 

service agreements. The need for additional staff for career positions should 

be analysed and if the increase of the number of staff is indispensable, this 

should be incorporated into budget planning. Eventual barriers regarding 

staff increase should also be discussed with the Ministry of Finance and other 

stakeholders. 
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3.1.4 Subsidies and Transfers  

The final budget for subsidies and transfers was €620,873, out of which €609,628 was spent in 2018. 

They relate to various subsidies from agriculture, culture, education, health and welfare, etc.  

 

Issue A12 – Delays in delivery of purchased goods   

Finding  The Municipality, through procurement, purchased greenhouses, cows and 

beehives to distribute to beneficiaries. According to Article 2 of the contract, 

the terms of shipment is determined as the last date for supply. 

• In the project "Supplying farmers with five greenhouses with a surface of 

300m2 and irrigation system" the date of delivery of the goods was 18 May, 

while the distribution was made on 06 July; 

• In the project "Supplying farmers with cows of combined breeds of meat 

and milk" distribution should have been made no later than on 02 December 

while it was executed on 22 December. 

According to municipal officials, the reason for delays was the requirements 

of inhabitants, but we were not able to confirm this. 

Risk Poor contract management has resulted in delays in achieving the objectives 

of the Municipality.  

Recommendation A12 The Mayor should ensure that the controls established for contract 

management are functional and contractual obligations are executed within 

the timeframe.  

3.1.5 Capital Investments  

The final budget for capital investments was €10,200,539, out of which €9,741,757 was spent in 2018. 

They relate to the expenses incurred for paving of local roads, sewages systems, water supply, etc. 

For 2018, 77 procurement activities were planned according to the procurement plan, while a total 

of 114 procedures for poor planning were implemented, where two or more procurement 

procedures are included within a project. The Municipality failed to complete 32 procedures which 

were planned for 2018 due to the fact that some of these activities were not initiated by the 

requesting units as well as a lack of budget due to the many municipal obligations or the spending 

of funds through enforcement procedures and payments from Treasury. 

The change of municipal governance has also affected inadequate management in the 

implementation of planned projects.  
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Issue B 2 – Payment of projects from other projects budget   

Finding  In 11 cases, the Municipality has executed payments by not obtaining prior 

approval of the Municipal Assembly for re-allocation of funds. In these cases, 

the funds were used by other projects by neglecting the legal requirement of 

the Budget Law, article 16 for the approval of the municipal assembly for the 

re-allocation or use of planned funds from a project to execute the payment 

for the other project. This practice was followed in the projects: 

 "Renovation and repair of the court facility" three payments in total amount 

of €10,346 have been paid from the project code for Fence;  

 "Payments for land purchase" in the amount of €184,859 were paid by 

"Construction of local roads"; 

 The payment in the amount of €7,758 for the project "Asphalting the 

Rahovicë - Mirash road" was made from the project "Atmospheric sewerage 

and re-asphalting of the road Hasan Prishtina"; 

 The payment for the project "Asphalting of roads in the village of Dardani" 

in the amount of €2,331 was taken from the project "Asphalting the road 

Rahovicë - Mirash"; 

 Payments made for the contract "Repair of the faecal sewerage network in 

the Municipality of Ferizaj" in the amount of €266,606 were paid from the 

projects "Asphalting the road in the neighbourhood Mustafa-Pleshinë e Ulët" 

€56,399; "Asphalting of roads in the Old Village" €70,000; the project 

"Connecting the Cakaj neighbourhood with school in Meresalë" €24,409; and 

"Activating the pool for adults and children" €115,798. This has occurred due 

to the signing of contracts without sufficient commitment of funds or even 

unplanned projects 

Risk The use of funds without prior approval by the Municipal Assembly for re-

allocation of funds reflects poor controls in planning, payment and 

implementation of approved projects.  

Recommendation B2 The Mayor should initially ensure that planning includes all projects that 

exist, real opportunities to be executed and sufficient budget is allocated for 

their execution. The controls should also be functional even at the stage of 

project execution, ensuring in advance that entering into contractual 

obligations is meeting the approved planning and there are sufficient funds 

committed for the execution of payments. If there is a need for re-allocation 

of funds, the prior approval should be obtained from Municipal Assembly.  
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Issue A13 – Changes in the bill of quantity of the contracted projects   

Finding  In eight (8)13  audited cases, the Municipality has changed the bill of quantity 

of projects contracted without the prior approval of the CAO, while failing to 

comply with the requirement of the Operational Procurement Guidelines, 

article 61.23 which provides for that the change of contract will not be issued 

to the economic operator before obtaining the approval from the CAO and 

the commitment of funds for the amended contract. Such practice has 

occurred because of inadequate planning of projects prior to signing the 

contract.  

Risk Weaknesses in planning and execution of procurement activities can 

negatively affect the budget aspect and the implementation of the contracts. 

Recommendation A13 The Mayor should have a comprehensive approach in addressing this 

problem by establishing effective mechanisms for consistent compliance with 

procurement rules regarding contract management. Also, in cases where 

there is a need to amend the contract, then the prior approvals should be 

provided by the responsible persons based on the rules. 

Issue A14 – Lack of construction executive projects   

Finding  In two14 of the three audited cases, the Municipality has commenced 

procurement procedures and has concluded contracts without previously 

securing the execution of construction project, by not complying with the 

requirement of Procurement Law, Article 28.10, which clearly defines that the 

Contracting Authority shall possess a construction executive project before 

the commencement of the contracting work procedures. This has happened 

because of the Municipality's negligence over this issue.   

Risk Initiating procurement procedures in the absence of a project results in non-

compliance with the legal requirement and enables poor execution of un-

projected, studied work contracts and may impact unforeseen expenses or 

provide poor value for the taxpayer's money spent.   

Recommendation A14 The Mayor should ensure controls and monitor the implementation of legal 

requirements by reviewing the implementation of the procurement law. 

When contracting works/construction, the Mayor should ensure in advance 

that the competent levels have drafted the project in accordance with the 

needs and requirements provided, otherwise such procedures should not 

commence.  
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3.1.6 Common issues for Goods and Services and Capital Investments  

The following are common issues dealing with goods and services, and capital investments: 

Issue A15 – Delays in payment of invoices  

Finding  According to Article 39.1 of Law No. 03/L-048 on PFMA every valid invoice 

and payment request for goods and services supplied and/or works executed 

for the budget organisation shall be paid within thirty (30) calendar days after 

receipt of the invoice. Invoices received in seven cases for goods and services, 

and in 10 cases from capital investments were not paid within the foreseen 

legal deadline due to the lack of budgeted funds. 

Risk Delays in the execution of payments increase the risk that the Municipality is 

subject to court lawsuits and it also bears additional expenses. Also, direct 

payments from the Treasury may follow which reflect the spending of funds 

destined for other purposes.  

Recommendation A15 The Mayor should ensure that all invoices are paid within the legal deadline 

and the order of goods, works or services is made only when the Municipality 

provides the funds in advance or allocates sufficient budgetary funds for 

payment.  

 

                                                 
13 Faecal sewage and asphalting of the road in the Dragoshve neighbourhood in Sojeva "; "Construction of waste water 

collector from Nikadine to discharge site"; "Asphalting of the road in Bibaj village"; "Asphalting of roads in the village 
of Dardani"; "Asphalting from Brahim Ademi Street to Enver Topalli"; "Regulation of sewage and asphalting of the road 
Qamil Ilazi". 

14 "Sewage and road repair of Halil Alidema" in the amount of €188,547, "Regulation and expansion of public lighting 
network" in the amount of €34,223.   
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Çështja A16 – Irregular framework annex contract and payment for double works in the same 

street  

Finding  For the project "Paving of roads with gravel and opening of new roads", 

public framework contract (25.09.2013-24.09.2015) the foreseen value of the 

contract is €99,990, the Municipality has continued the works even after the 

termination of the contract, referring to the annex contract with deadline 

extension until 25.10.2016, contrary to article 38.2 of the PPL. The value of 

works carried out by €646,372 (even for 2017) exceeds 30% of the value of the 

framework contract, which is not allowed because the PPL, article 38.2 

foresees that the allowed discrepancy cannot be higher than the plus/minus 

thirty percent (30%), if the purchase orders exceed this limit, the contract 

should be terminated automatically. 

Based on the III situation and the list of roads that have been maintained, we 

have identified that there is a repetition of the streets name, doubling the 

work done. For 16 doubled roads, the amount of gravel reached 1,761 cubic 

meters or the value of €20,252. The acceptance report for works in the amount 

of €496,371, signed by the project manager belonged to 11.10.2016, while the 

invoice was received after 1 year, on 20.11.2017. In the report drafted by the 

project supervisor for the audit team, it is said that it was intervened in these 

roads in the spring of 2016, and then it was intervened on the same also 

during the 2017 local election campaign. 

Risk The identified weaknesses indicate a lack of control over contract 

management. The lack of contract management mechanisms was followed 

with poor value for money and potential financial losses. 

Recommendation A16 The Mayor should analyse the reasons for the failure of controls and identify 

the factors that have caused problems in the implementation of projects. An 

effective control design, in full compliance with laws and regulations, should 

be systematically ensured and monitored by the Management. 
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Issue A17 –Exceeding of the value and irregular extension of framework contracts for supply 

with goods, services and works   

Finding  The Municipality has signed the extension or an annex contract for 

framework contracts by not complying with Article 38.2 of the Public 

Procurement Law which does not allow for the extension or annex of 

contracts for the following cases:  

 Framework contract expired in June 2016 on "Informing citizens of the 

Municipality on the flow of Municipal Assemblies through direct 

broadcasting" in the amount of €37,500 has been extended and the 

Municipality still provides services based on this contract; 

 Framework contract, expired in February 2017 on "Supply of food and 

hygiene items" in the amount of €38,515 has been extended for an indefinite 

period by making supply according to the extension of this contract; 

 The Municipality for cleaning and maintenance of municipality facilities, the 

Centre for Social Work had a framework contract until 02.05.2017, which it 

extended on 10/05/2018 under the basic contract for another indefinite term; 

 "Maintenance of asphalt roads and pavements Lot I and Lot II" dated 

02.10.2015; the Municipality signed the Annex Contract (extension) of the 

framework contract for another year. The report on the works accepted from 

the supervisory body on 06.09.2016 in the amount of €174,295, indicating that 

more work was accepted than the contracted amount, in the value of 

€114,295; and 

 "Repair of the sewage network" is exceeded by 30% of the allowed value of 

the framework contract, as foreseen in article 38.2 of the PPL. The value of 

the signed contract is €59,250.00, while work was accepted in the amount of 

€375,109. The amount exceeded was €298,084 or about 387% (meaning the 

share of 30%) 

This occurred because the requesting units did not submit the requests for 

initiation of new procurement procedures to the procurement office and the 

incompetent performance of the duty by the procurement office to notify the 

requesting unit in time on expiration of contracts.   

Risk The extension of framework contracts, in addition to being in contradiction 

with the Procurement Law, impedes free competition and consequently the 

Municipality may have higher spending than market conditions. 

Recommendation A17 The Mayor should ensure that, for all services or supplies requiring the 

development of procurement procedures, the initiation is commenced on a 

timely manner and payments only be made when the supply/execution of 

the works is supported by valid contract.  
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Issue B3 – Signing of contracts by exceeding the foreseen budget value  

Finding  According to the Procurement Law, Article 62, it is stated that the Contracting 

Authority may complete that procurement activity, which will not result in 

contract award only for one of the reasons, under par. 1.2 if all the responsible 

tenders contain prices which in terms of substantial measure exceed the 

budget of the contracting authority for the procurement activity. We have 

identified that:  

 Project "Construction of garages, storage and workspace in the 

House for Communities for People with Mental Disabilities" - the 

estimated and budgeted value was €21,305 while the contract was 

signed in the amount of €33,300; 

 "Regulation and expansion of the public lighting network-

framework" the estimated value under the contract notice was 

€108,000, whereas the contract was signed in the amount of €34,224 

per month, for 36 months in the amount of €1,232,078. According 

to budget law, only €700,000 were planned; 

 "Drafting the City Union project", the contract is foreseen to 

amount to €85,000, while €25,000 are foreseen in the budget for 

2018; 

 "Asphalting of roads in the village of Neredime e Epërme", with a 

three-year contract, the value of €369,129 is foreseen to be reached, 

while €130,000 are foreseen in the budget.  

There were insufficient funds under the budget in the project with co-

financing at the central level:    

 For the project "Repair of sewage and road" Halil Alidemaj "in the 

amount of €154,813, in co-financing with the Ministry of Local 

Government Administration, according to the Memorandum of 

Understanding, the Ministry has been financing €77,670, while the 

Municipality €77,143. The Municipality has signed a contract in the 

amount of €188,547, which exceeds the amount foreseen in the 

memorandum for this project, while providing a statement of needs 

and availability of funds with an estimated value of €32,040. 
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Risk Failure to comply with these requirements is not only a legal violation but 

may also result in incorrect selection, breach of the principle of equal 

treatment of tenderers and poor value for money in procurement practices. 

Entering into obligations without providing the necessary funds increases the 

risk of causing contract implementation delays and increasing unpaid 

liabilities, which will be a burden for the budget of the following year.  

Recommendation B3 The Mayor should strengthen controls during project development by 

ensuring that before the initiation of procurement procedures any capital 

project should have sufficient funds for implementation.  

3.2 Capital and Non-capital Assets   

The Municipality of Ferizaj has disclosed in the AFS capital assets in the value of €206,185,073, while 

the value of non-capital assets in the last three years was zero.   

 

Issue B4 – Weaknesses in asset management  

Finding  The Municipality of Ferizaj has established a commission for asset inventory, 

but the commission failed to conclude the process as foreseen by regulation 

02/2013, article 19 and issue a report on the existence and status of assets by 

31.12.2018. As a result, the inventory results were not reflected in the AFS.  

The Municipality does not apply the e-asset system for property registration, 

making non-capital assets disclosed in the AFS to be zero in the last three 

years. Stock management was not in accordance with legal requirement 

either, given the lack of a warehouse, we have noticed that the Municipality 

does not apply entry and exit procedures of office material.  

Risk Identified weaknesses impede the adequate management of assets and do not 

disclose the real state and value of assets available at the organisation. The 

fact of non-application of e-assets under such conditions makes the non-

capital assets to be exposed to the risk of loss, misuse or alienation.  

Recommendation B4 The Mayor should ensure that the registration and management of assets are 

made in accordance with the requirements of Regulation no. 02/2013. A 

special commission should be set up to identify the gaps in the system and 

ensure that all assets are identified and recorded in the asset register.  
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3.3 Receivables  

Municipality’s accounts receivable present amounts of funds that citizens and organisations owe to 

the Municipality for services, works, goods or property that they have benefited from the 

Municipality. According to the records presented in the AFS, the total amount of these accounts at 

the end of 2018 was €8,303,920. The largest part of receivables was from property tax by 

€7,518,479.35, business taxes by €755,690 and rent from the use of public property by €29,752. 

 

Issue C2- Delays in collection of rent payment  

Finding  According to the contracts signed by the Municipality as the lessor for leasing 

out the municipal immovable property, the monthly rent should be paid no 

later than the 5th of the current month. 

In four of the five cases audited, there were delays in paying the lessees’ 

obligations to the Municipality, in three of them, the Municipality did not 

take any steps to collect these revenues. The total amount of debt owed by 

lessees to Municipality was €20,108. 

The lack of readiness to take effective measures to collect revenues and the 

lack of responsibility of lessees has affected delays in the collection of 

revenues. 

Risk Poor contract management of leased out properties increases the risk that the 

municipality has poor performance in revenue collection and failure to 

achieve the plan as well as the continued increase of accounts receivable.  

Recommendation C2 The Mayor should ensure an effective management of lease contracts and 

establish effective mechanisms for the execution of revenues in accordance 

with the contracted conditions, namely the implementation of deadlines for 

invoicing and collection of rental payments.  

3.4 Outstanding Liabilities  

The statement of liabilities not paid to suppliers at the end of 2018 was €3,124,140. These liabilities 

were carried forward to be paid in 2019. The Municipality continues to have large unpaid liabilities 

and weaknesses in the management of liabilities. Also, the Municipality has presented in the AFS 

contingent liabilities (such as jubilee salaries and damage compensations) by €4,658,320, which have 

increased compared to last year, which were €2,918,820. However, this reflects only a part of the 

budgetary difficulty faced by the Municipality. 

Recommendations  

We have no recommendations in this area.  
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4 Good Governance 

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

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

governance with public assets. 

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

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

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

checklists completed by all BOs, which are submitted at the end of the year to the Ministry of 

Finance. 

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

process, while the other components are handled within in the above chapters or subchapters of this 

report.   

Overall Governance Conclusion  

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

to accountability, risk management and the quality of management reporting  

There are no quality reports prepared by procurement regarding the execution of signed contracts 

and their comparison with procurement planning. Lack of reports on management by the legal 

office for contingent liabilities. Financial management and control has proved poor review process 

and assurance in the implementation of legislation and other control processes.  

All Budget Organisations are obliged to prepare and submit organisation level strategic plans such 

as: Urban Plans, Spatial Plans, Emergency Operations Plans, Anti-Corruption Strategic Plans, and 

Regional Development Strategy etc. 

We consider that the Municipality does not possess strategic plans, as the documents required have 

not been provided by the Municipality.  

Governance in Municipality regarding financial reporting and accountability and risk management 

reflects a negative situation. Municipality has not implemented the largest part of recommendations 

and has not prepared the risk management report by identifying all significant risks that might 

affect the organisation in achieving its objectives. The circulation of documentation within the 

Municipality, co-operation and data storing and information leaves much to be desired. The Internal 

Audit has not provided a clear overview on internal controls’ level of assurance and has given 

recommendations for improving them.  
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4.1 Internal Audit System  

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

auditor.  An effective audit requires a comprehensive work programme that reflects financial and 

other risks to Auditee and provides sufficient assurance over the effectiveness of internal control. 

The impact of Internal Audit output should be judged by the importance that management places 

on addressing recommendations and the support and challenge provided by an effective Audit 

Committee (AC).  

 

Issue C3– Weaknesses in effective functioning of IAU and AC   

Finding  IAU, in the annual plan, planned 12 audits, finalising nine reports and an 

additional report which was not part of the plan15. In one of the reports 

carried out "Procurement management procedures for the period 30.09.2017 

to 15.07.2018", only descriptions were provided and the findings did not 

correspond to the audit objective16. 

Of the ten finalised reports, a total of 34 recommendations were made, of 

which 10 were implemented, 13 were in process and 11 were not 

implemented.  

During 2018, in the January-July period, the Audit Committee (AC) held only 

one meeting. While, on 26.09.2018, a decision was made on the new 

committee which held four meetings, but which were not formalised. This 

prevents the verification of whether or not IAU reports are reviewed by AC.  

Risk The internal audit system is a key part of internal control and as such should 

provide assurance on the effectiveness of internal controls. An unfinished 

IAU programme and failure to implement recommendations diminishes the 

assurance provided to management in relation to the functioning of financial 

systems. A non-functional Audit Committee does not serve the audit function 

and weakens the role and independence of the internal audit. This also limits 

the ability of management to obtain assurance on the effectiveness of internal 

controls.  

Recommendation C3 The Mayor should ensure that the internal audit function will be 

strengthened and materialised with the provision of reasonable assurance 

that controls operate effectively and as designed. To achieve maximum 

benefit from internal audit, the Mayor should ensure the functioning of the 

Audit Committee and maximize the work of the Audit. The committee 

should critically review the internal audit plans (to confirm that they are 

based at risk and provide the required assurance to the Management) and the 

internal audit results. The Mayor should also review the actions taken by 

Management in relation to audit recommendations. 
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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. Whereas, risk management is a process related to identification, analysis, 

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

threatening the Organisation. 

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

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

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

Issue B5 – Weaknesses in management controls and risk management  

Finding  As a result of weak management controls, a significant number of capital 

investment projects have not been executed. Poor needs assessment, 

insufficient oversight, and outstanding liabilities were not timely and 

properly addressed by the Management. As a result, some of the projects 

have not started at all, while some contracts are subject to court reviews. 

Management does not have regular analyses of budgetary performance, does 

not review the procurement plan and does not have regular reports on 

operational activities. 

The organisation has no written policies and procedures for risk 

management, in particular for the risk of fraud and irregularities. There is no 

risk register compiled according to FMC requirements, there is no risk 

management strategy, nor is there any report on their management prepared.  

Risk Poor accountability requirements and low quality financial reporting reduce 

the effectiveness of financial management. This results in weaknesses in the 

budget process and reduces management's ability to respond to financial 

challenges in a timely manner. It also reduces the effect of budget controls 

and increases the risk of improper spending. Consequently, this may also 

result in the provision of non-qualitative services.  

Recommendation B5 The Mayor should ensure that a review is carried out to determine the form 

of financial and operational reporting to senior management. Budgetary 

performance, including revenues and expenditures, and the procurement 

plan should be subject to regular reporting and review by the Management. 

In addition, in order to reduce the impact of risks to acceptable levels, the 

organisation should draft the risk register with all appropriate 

measures/actions to put the threats exposed under control. 
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5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS of the Municipality of Ferizaj  resulted in 17 key 

recommendations. BO prepared an Action Plan stating how all recommendations will be 

implemented. At the end of our 2018 audit, the status of recommendations given in the previous 

year was:  five (5) recommendations have not been implemented, five (5) recommendation closed 

as unimplemented, three (3) recommendations in process of implementation and only four (4) 

recommendations have been implemented.  
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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 qualification of opinion and 
emphasis of matter. Specific actions 

should be taken to address the 
underlying causes in a systematic and 
pragmatic manner to remove errors in 
AFS reporting, including its disclosure. 

In this regard, all expenditures should be 
paid and recorded in accordance with 
the accounting plan, based on budget 
legal requirements. To further 
strengthen controls in registration and 

disclosure of assets in AFS.  

Further on, the Mayor should ensure 
that effective processes are in place to 
confirm that the 2018 AFS production 

plan formally addresses all compliance 
issues related to the AFS and includes 
Management review of the draft AFS 
with specific focus on areas where errors 
have been identified in previous years. 

The Declaration made by the Chief 
Executive Officer and Chief Financial 
Officer should not be signed unless all 
necessary checks have been applied to 

the draft AFS. 

The 
Municipality 
did not taken 
any action in 

order to 
implement 
the 
recommenda

tion, despite 
the absence 
of the 
evidences 
related to 13 

payments. 

 

Unimplemented 
recommendation  

2 Revenues  The Mayor should take action to review 
the decision for allowing payment in 
instalment and ensure that construction 
permits are issued only after the 
completion of tax payments in 

accordance with the Law on 
Construction. 

The 
municipality 
acts in 
compliance 
with the 

rules and 
this 
recommenda
tion is 

closed. 

Recommendation 
closed as 
unimplemented. 

3 Revenues The Mayor should provide reasons for 

mismanagement of municipal property 
and to actively review all possible 
options, including legal remedies, to 
ensure execution of the agreed revenues. 

No action 

taken by the 
Municipality. 

Unimplemented 

recommendation 
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4 Revenues The Mayor should ensure that 
reconciliations on revenue collection are 
performed on a regular monthly basis 

and take all necessary legal actions to 
collect the business tax. 

The 
Municipality 
cut the tax 

on 
businesses, 
the 
remaining 
challenge is 

only 
collection of 
uncollected 
revenues. 

Recommendation 
partially 
implemented 

5 Wages and 
salaries  

The Mayor should ensure that 
immediate action is taken to review this 

employment process and provide 
effective controls so that recruitment 
processes are conducted fully in 
compliance with the requirements of the 

Law on Labour. 

The auditor 
did not 

identify any 
similar 
finding. 

Implemented 
recommendation. 

6 Goods and 

Services  

The Mayor should ensure that prior to 

receiving the goods or services to set up 
a committee for their acceptance. Further 
on, to ensure that for each case there is 
evidence that the committee has verified 

whether the goods and services received 
match to the contractual agreements. 

The auditor 

did not 
identify any 
similar 
finding. 

Implemented 

recommendation. 

7 Goods and 
Services 

The Mayor should ensure that there is a 
report signed by authorized supervisors, 
prior to execute payments based on 
special services contracts. To further 

ensure withholding of the tax on all 
special services contracts in accordance 
with the legislation. 

The auditor 
did not 
identify any 
similar 

finding. 

Implemented 
recommendation. 

8 Capital 
Investments  

The Mayor should ensure that they have 
sufficient funds to cover contracts, 
mainly long-term contracts before they 

are signed. 

No action 
taken by the 
Municipality. 

Unimplemented 
recommendation. 

9 Capital 
Investments 

The Mayor should initially ensure that 
there is a clear plan for the projects that 
are expected to be implemented, 
including the approximate budget for 
their implementation, and then the 

payments will be made based on the 
approved budget for them. In case of 
needs for changes in budget, the decision 
of the municipal assembly must be taken 

in advance, in accordance with Article 
18, Law on Budget. 

No action 
taken by the 
Municipality. 

Unimplemented 
recommendation. 
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10 Capital 
Investments 

The Mayor should ensure additional 
controls in the finance sector so that the 
payments are carried out in full 

compliance with the contract, in the 
accounts of EOs that have signed a 
contract with the Municipality. 

The 
Municipality 
did not take 

required 
action. 

Implemented 
recommendation. 

11 Common 
Issues  

The Mayor should ensure that a contract 
management plan is prepared in 
advance for each related 

project/contract. Further on, a 
supervisory body should be appointed 
for each project to supervise the work 
throughout the process. 

The 
municipality 
started 

appointing 
the 
supervisory 
bodies, but, 
did not act 

sufficient in 
terms of 
CMP. 

Recommendation 
partially 
implemented. 

12 Capital and 
non-capital 
assets  

The Mayor should ensure that the 
necessary actions are undertaken to 
apply the asset management system (E-

Asset) so that asset management and 
reporting is done in accordance with the 
requirements of the regulation on 
Management of Non-Financial Assets. 

Further on, he should provide 
appropriate trainings for municipal staff 
that will be responsible for 
implementing this system. Further on, he 

should provide a warehouse for hand in 
of goods and then discharged of goods 
through a hand out form. 

No action 
taken by the 
Municipality. 

Recommendation 
closed as 
unimplemented. 

13 Receivables  The Mayor should have a 
comprehensive approach in addressing 
this problem by setting effective 

mechanisms for collecting receivables. 
Management should initiate a re-
evaluation process whereby all accounts 
are analysed in terms of age, significant 
amounts, real opportunities for 

collection and the exercise of legal 
measures for their collection. 

The 
municipality, 
started 

distributing 
notices and 
apply 
compulsory 
collection in 

several 
categories 
(highlighted 
as issue) 

Recommendation 
closed as 
unimplemented  

14 Outstandin
g liabilities  

The Mayor should ensure additional 
controls on the management and 

reporting of liabilities. Initially, each 
received invoice must be registered in 
the book of received invoices. Then 

No action 
taken by the 

Municipality 
(it is 
mentioned at 

Recommendation 
closed as 

unimplemented  
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unpaid invoices are reported for each 
month. Further on, the Municipality 
should have full evidence and 

documentation of outstanding liabilities. 

the opinion 
section). 

15 Progress in 

implementi
ng 
Recommen
dations 

The Mayor should ensure that the 

implementation of the action plan is 
monitored on a continuous basis and is 
reported on a regular monthly or 
quarterly basis in relation to the progress 

made in this regard. Recommendations 
that are not implemented according to 
the deadlines should be revised in the 
shortest term possible by the Mayor, as 
well as taking pro-active actions against 

the obstacles that may arise during the 
implementation. 

No action 

taken by the 
Municipality. 

Closed 

recommendation. 

16 Internal 
audit 
system  

The Mayor should work with all his 
subordinates to achieve the maximum 
benefit from the internal audit activity. 
The Mayor should further strengthen the 

actions taken by management in relation 
to the implementation of internal audit 
recommendations. 

No action 
taken by the 
Municipality. 

Recommendation 
in process.  

17 Managemen
t Reporting, 

Accountabil
ity and Risk 
Managemen
t 

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

the form of financial and operational 
reporting to senior management. 
Budgetary performance, including 
revenues and expenditures, and 
procurement plan should be subject to 

regular reporting and review by the 
Management. Further on, in order to 
reduce the impact of risks to acceptable 
levels, the Organization should draft a 

risk register with all appropriate 
measures/actions to put the exposed 
threats under control. 

No action 
taken by the 

Municipality. 

Unimplemented 
recommendation.  

No Audit area Recommendations of 2018 

1 AFS The Mayor should ensure that an analysis has been carried out to determine 
the reasons for the qualification of opinion and that of emphasis of matter. 
Specific actions should be undertaken to address the causes systematically to 

eliminate the errors in the AFS reporting, including their disclosure. In this 
respect, all expenses should then be paid and recorded in accordance with 
the chart of accounts, based on the requirements of the Budget Law and the 
LPFMA. Further, controls on recording of all assets should be strengthened 
and their disclosures in the financial statements. 
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In addition, the Mayor should ensure that effective processes are established 
to confirm that the production plan for 2019 AFS addresses all issues. This 
should also include reviewing the AFS by the Management with particular 

focus on areas where errors have been identified in previous years. The 
Declaration made by the Chief Administrative Officer and Chief Financial 
Officer should not be signed unless all necessary checks have been applied 
to the AFS. 

2 Revenues  The Mayor should ensure to request, through the property tax manager, 
during the property registration and verification process, to pay attention 

not only to the registration of new properties and physical changes occurring 
in existing properties, but also to the corrections of identified weaknesses 
dealing with taxpayer property system so that tax calculations are as realistic 
as possible. 

3 Revenues The Mayor should request from the CFO and directorates collecting 
revenues that invoices with a reference number should correctly represent 

the department within the Municipality collecting revenues and the type of 
revenues within the budget organisation. Also, the CFO should conduct a 
continuous follow-up of the revenue registration process in KFMIS if it is 
made in the respective type of revenue based on UNIREF. 

4 Revenues The Mayor should request from the Property Tax Office a detailed mid-term 
plan to eliminate the identified weaknesses and to supervise on a regular 

basis the implementation of that plan, by eliminating the identified 
weaknesses. Establishing of a control on reverification, property surveying 
would enable the elimination of weaknesses in the property registry and the 
correct calculation of property tax. 

5 Revenues The Mayor should ensure better co-ordination of work between the 
Directorate of Urbanism, Economic Development and Inspectorate with the 

aim of drafting a concrete plan for municipal property management. The 
Mayor should insist on taking measures for non-execution of contracts or 
harmonisation of contracts with the factual state of use of public spaces by 
businesses in order to eliminate identified weaknesses and increase 

efficiency in municipal property management. 
6 Revenues The Mayor should ensure that public property destined for use is made 

through the public auction procedure. Also, measures should be taken to 
terminate the existing expired contracts by requiring in advance the 
settlement of all contractual obligations by lessees. 

7 Revenues The Mayor should request from the responsible sectors, in each beginning of 
the year, to review all contracts and charges for lessees to reflect any change 
in the regulation on municipal own source revenues. 

8 Wages and 

Salaries  

The Mayor should ensure that upon planning, the situation requiring 

additional staff is analysed and reviewed, and the requirements for jobs and 
budgetary means are timely included and approved with the budget law, 
otherwise the relevant bodies should be required to approve these positions 
and funds. Payments and inclusion on the payroll list should be provided 
before making a decision on recruitment. Also, it should be ensured that 

salary obligations are properly presented. 

9 Goods and 
Services  

The Mayor should ensure that the legality of application of tendering for the 
expenditures that require procurement is implemented and monitor the 
process of payment certification. The Mayor should also ensure that the 
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signing of agreements or contracts for the purchase of services and goods is 
done by responsible persons/procurement manager. 

10 Goods and 
Services 

The Mayor should ensure that controls are functional for timely planning of 
the needs for the purchase of goods and services by all requesting units and 
the same are included in the procurement plan, prepared by the 

procurement office. Whenever a need arises for purchase outside the plan, it 
is necessary to establish mechanisms for prior notice of relevant bodies 
according to legal requirements.   

11 Goods and 
Services 

The Mayor should ensure that competent officials from the requesting units 
draft clear and complete technical specifications based on real procurement 
needs. The Procurement Office should also strengthen the controls by 

ensuring in advance that the requests are complete and clear, and clarified 
positions are included in the tender dossier. 

12 Goods and 
Services 

The Mayor should ensure that a review of the identified weaknesses is 
undertaken and analyse why effective oversight of contract management has 
not been applied. The Mayor should ensure that controls are established; 
and contract managers prepare and review the contract plan according to 

legal requirements. 

13 Goods and 
Services 

The Mayor should review the real needs for engaging employees with 
special service agreements. The need for additional staff for career positions 
should be analysed and if the increase of the number of staff is 
indispensable, this should be incorporated into budget planning. Eventual 

barriers regarding staff increase should also be discussed with the Ministry 
of Finance and other stakeholders. 

14 Subsidies 
and 
Transfers  

The Mayor should ensure that the controls established for contract 
management are functional and contractual obligations are executed within 
the timeframe. 

15 Capital 
Investments  

The Mayor should initially ensure that planning includes all projects that 
exist, real opportunities to be executed and sufficient budget is allocated for 
their execution. The controls should also be functional even at the stage of 

project execution, ensuring in advance that entering into contractual 
obligations is meeting the approved planning and there are sufficient funds 
committed for the execution of payments. If there is a need for re-allocation 
of funds, the prior approval should be obtained from Municipal Assembly. 

16 Capital 
Investments 

The Mayor should have a comprehensive approach in addressing this 
problem by establishing effective mechanisms for consistent compliance 

with procurement rules regarding contract management. Also, in cases 
where there is a need to amend the contract, then the prior approvals should 
be provided by the responsible persons based on the rules. 

17 Capital 
Investments 

The Mayor should ensure controls and monitor the implementation of legal 
requirements by reviewing the implementation of the procurement law. 
When contracting works/construction, the Mayor should ensure in advance 

that the competent levels have drafted the project in accordance with the 
needs and requirements provided, otherwise such procedures should not 
commence. 

18 Common 
Issues on 
Goods and 

Services 

The Mayor should ensure that all invoices are paid within the legal deadline 
and the order of goods, works or services is made only when the 
Municipality provides the funds in advance or allocates sufficient budgetary 

funds for payment. 
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and Capital 
Investments 

19 Common 
Issues on 
Goods and 

Services 
and Capital 
Investments 

The Mayor should analyse the reasons for the failure of controls and identify 
the factors that have caused problems in the implementation of projects. An 
effective control design, in full compliance with laws and regulations, 

should be systematically ensured and monitored by the Management. 

20 Common 
Issues on 
Goods and 

Services 
and Capital 
Investments 

The Mayor should ensure that, for all services or supplies requiring the 
development of procurement procedures, the initiation is commenced on a 
timely manner and payments only be made when the supply/execution of 

the works is supported by valid contract. 

21 Common 
Issues on 
Goods and 

Services 
and Capital 
Investments 

The Mayor should strengthen controls during project development by 
ensuring that before the initiation of procurement procedures any capital 
project should have sufficient funds for implementation. 

22 Asset 
Managemen

t  

The Mayor should ensure that the registration and management of assets are 
made in accordance with the requirements of Regulation no. 02/2013. A 

special commission should be set up to identify the gaps in the system and 
ensure that all assets are identified and recorded in the asset register. 

23 Accounts 
Receivable  

The Mayor should ensure an effective management of lease contracts and 
establish effective mechanisms for the execution of revenues in accordance 
with the contracted conditions, namely the implementation of deadlines for 
invoicing and collection of rental payments. 

24 Internal 
Audit and 

AC 

The Mayor should ensure that the internal audit function will be 
strengthened and materialised with the provision of reasonable assurance 

that controls operate effectively and as designed. To achieve maximum 
benefit from internal audit, the Mayor should ensure the functioning of the 
Audit Committee and maximize the work of the Audit. The committee 
should critically review the internal audit plans (to confirm that they are 

based at risk and provide the required assurance to the Management) and 
the internal audit results. The Mayor should also review the actions taken by 
Management in relation to audit recommendations. 

25 Managemen
t Reporting, 
Accountabil

ity and Risk 
Managemen
t 

The Mayor should ensure that a review is carried out to determine the form 
of financial and operational reporting to senior management. Budgetary 
performance, including revenues and expenditures, and the procurement 

plan should be subject to regular reporting and review by the Management. 
In addition, in order to reduce the impact of risks to acceptable levels, the 
organisation should draft the risk register with all appropriate 
measures/actions to put the threats exposed under control. 

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

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

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 1705 19 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: Confirmation letter 
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LETTER OF CONFIRMATION 
 

For compliance with Auditor General's findings in the Audit Report for 2018 and on the Implementation  of 
Recommendations 

 
 
 
To: National Audit Office 
 
Honored, 
 
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 Ferizaj hereinafter referred to as the Report; 
 
•             Agree on the findings and recommendations and I have no comment on the content of the 

Report; and  
 
•             Within 30 days from receiving the final report, I will submit the action plan on implementation of 

recommendations including the deadlines and responsible staff for their implementation.  
 

Mayor: 
 
Mr. Agim Aliu  
 
Date: 27.06.2019, Ferizaj 

 


