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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 International Standards of 

Supreme Audit Institutions and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Municipality of Gjilan 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 and Ejup Simnica, Besim Lezi and Elvir Krasqniqi, 

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 Annual Financial Statements of the 

Municipality of Gjilan 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 27/09/2018.   

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 Gjilan.   

Opinion of the Auditor General 

Unmodified Opinion with Emphasis of Matter  

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

Emphasis of Matter  

We would like to draw your attention to the fact that in the AFS are presented the misclassification 

of expenditures in the amount of €294,013, out of which €232,985 are payments by court decisions 

or executed by the treasury.  

For more details refer to Section 2.1 of this Report.  

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

 

 

 

Annual Financial 
Statements

Financial 
Management and 

Control

Implementation of 
recommendations 
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Key Conclusions and Recommendations  

 

 

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.  

Emphasis of matter of the opinion  
reflects weaknesses in controls to 

confirm the proper classification of 
expenditures. 

The Mayor should analyse the reasons for 
the 2018 Emphasis of Matter and identify 
actions required to enable a true and fair 
representation of expenditures (see issues 

B1).

The AFS production process was 
poorly managed. It contains a number 
of financial errors, lack of disclosures 

and uncertainties identified during the 
audit. 

The Mayor should ensure that the 2018 
AFS production process incorporates a a 
final review of responsible management 

and the AFS declaration should only 
signed after all necessary actions have 

been applied(see issue B1). 

Budget planning and execution, 
procurement, non-procurement 

expenditures, revenues, subsidies, 
receivables are the areas where more 

functional controls are needed. 

The Mayor should apply a detailed 
assessment of areas of concern 

highlighted in this report to identify 
reasons for weaknesses and action 
needed to address these (See issues 

A1-11 and B1-5, C1-2).

Although internal controls operated 
effectively in some areas  - evident 

weaknesses were noticed in a number of  
important financial systems, this reflects 

the lack of activities for the full 
implementation of recommendations. 

The Mayor should implement 
additional activities to ensure that 

recommendtaions are actively 
addressed to eliminate weaknesses 

and the adequate functioning of 
controls in the audited areas (see table 

4).
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1 Audit Scope and Methodology 

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

as follows: 

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

affairs for the audit period; 

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

regulations;  

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

 Whether appropriate actions have been taken 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  

Unmodified Opinion with Emphasis of Matter  

We have audited the AFS of the Municipality of Gjilan for the year ended on 31st of December 2018, 

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

the Explanatory Notes of the Financial Statements.  

In our opinion, the Annual Financial Statements for the year ended on 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 no. 01/2017 on Annual 

Financial Reporting by Budget Organisations. 

Basis for the opinion 

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

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

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

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

Emphasis of Matter  

We draw your attention to the fact that during 2018, the Municipality paid, recorded and presented 

misclassification of expenditures in the amount of €294,013 due to payments through court decisions 

or inadequate budget planning such as: 



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

 

 8 

 From the category of goods and services, the Treasury executed 13 payments, in the amount 

of €28,179 which belonged to the category of wages and salaries; 

 From the category of subsidies with the Government decision, the Municipality of Gjilan has 

been allocated subsidies for the execution of the cultural manifestation "Flaka e Janarit" in 

the amount of €54,8501, which by nature of expenditures belong to the goods and services, 

as well as the construction of houses in the amount of €6,177 was paid from subsidies and 

not as capital transfer; and 

 From the category of capital investments, €204,807 was paid with court decisions. Of this 

amount €176,629 was expenditures for Utilities, €14,553 salary expenditures and €13,625 

belonged to goods and services. 

Our opinion has not been modified for these issues.   

Key Audit Matters  

During 2018 and in the previous year, Municipality of Gjilan has been indicted for about €10 million 

in total and compared to the previous year, this amount increased by 1.8 million from economic 

operators. If court lawsuits are taken in favour of the operators, the organisation is expected to have 

serious financial consequences. 

Only during 2018, according to Article 39.2 and Article 40 of the LPFMA, payments in the amount 

of € 500,000, were executed, out of which €37,885 or 7% were additional expenses.  

Responsibility of Management for AFS  

The Mayor of Gjilan 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 the Municipality’s financial reporting process. 

Auditor General’s Responsibility for the Audit of the AFS 

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

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

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

are free from material misstatements. 

                                                 

1 In auditing of the 4 cases in the amount of €6,190, all were misclassified.  
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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; and  

 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 respect of the AFS, we have identified the following non-compliance:   

 Article 14.6: Disclosure of initial and final budget allocations  - The designated donor grants 

were overstated by €19,837,690, including resources from the Republic of Kosovo Budget 

Fund, this was then reflected in the underestimation of column "Change under Article 29 

(unforeseen expenses) of Law No. 03 / L-048" on Public Financial Management by €101,370;  

 Article 17: - Report of unpaid obligations (unpaid invoices) were not correctly disclosed. 

All this because the obligations based on decisions for subsidies for public entities disclosed 

in AFS 2018 as €99,500, in beginning of February 2019 were cancelled by the Mayor for 

objective reasons, changing their value to €8,000, but the Municipality did not take action 

to correct the disclosure in the statements for the purpose of accurate presentation. Also, 

liabilities of the year were erroneously disclosed, the invoice for river regulation in the 

amount of €22,171, received and belonging to 2019. Two invoices in the amount of €24,070 

(disclosed as liabilities and contingencies at the same time) did not meet the criteria to be 

treated as liabilities because they belonged to contingent liabilities. In two cases, the 

Municipality presented the obligation in the amount of €76,462 based on the situation of 

acceptance of works without receiving the invoice. We have identified that 14 invoices in 

the amount of €5,776 executed as payments in the first months of 2019, received and 

belonging to 2018 were not disclosed as liabilities in the AFS; 
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 Article 25: - The report on the number of employees according to the payroll list was 

understated by 230 employees due to the fact that the number of engaged persons in the 

municipal assembly office (1002 engaged persons) was not disclosed and data on employees 

with full time from elementary and secondary education (130 employees) were missing;  

 The total value of non-capital assets under €1,000 in the AFS was €1,480,777. The 

Municipality does not use the E-asset programme for recording and asset management 

under €1,000. The Municipality applies Excel to record the assets, but because of the 

possibility of manipulation with data and because no depreciation of the asset is applied, 

the disclosed value of the asset is considered inaccurate; 

 We have found that a payment on behalf of expropriation (for land acquisition) in the 

amount of €51,601 was not recorded in the accounting register, which means that the assets 

are understated by this amount. 

The findings above indicated that AFS preparation was not properly managed.   

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, 

except the issues mentioned in the Emphasis of Matter in the Opinion and in the compliance with 

AFS.  

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

2.3 Recommendations related to Annual Financial Statements 

Recommendation B1 The Mayor should ensure that an analysis is carried out to determine the 

reasons for the Emphasis of Matter. All expenses should be paid and recorded 

in accordance with the chart of accounts, based on the requirements of the 

budget law. Controls on the recording of all assets as well as unpaid liabilities 

should be strengthened and disclosed fairly in the financial statements based 

on relevant documentation. 

Specific actions on other issues raised related to the AFS should be undertaken 

to address the causes systematically to eliminate errors in AFS reporting, 

including fair disclosure. 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 From 100 engaged persons, 34 of them have zero salaries.   
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3 Financial Management and Control 

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

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

have handled budget management, procurement, human resources as well as assets and liabilities. 

Financial Management and Control Conclusion 

Due to inconsistent compliance with regulations, the area of contract management continues to be 

concerning, resulting in poor value for money achieved as well as delays in project completion. In 

the context of financial systems, revenue and expenditure controls require further improvements to 

prevent irregularity. Also, other areas where more improvements are needed are budget execution 

and management of subsidies, salaries, fair classification of expenditures, full disclosure and timely 

handling of liabilities in order to eliminate the possibility of confronting courts or additional 

expenses. 

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 

Budget3 
2018 

Outturn 
2017 

Outturn 
2016 

Outturn 

Sources of Funds   24,646,974 26,511,936 24,353,251 21,945,524  21,796,138  

Government Grant -Budget  19,837,689 19,736,322  19,693,440  17,522,089  17,591,784  

Carried forward from 

previous year4 –  

-  1,078,284   956,796 1,203,985 991,063 

Own Source Revenues5 4,305,358  4,305,358   3,213,264  3,078,570  2,955,200  

Domestic Donations -  89,281   50,532  3,152  116,061  

External Donations  -  798,764   439,219  137,728 142,030 

Financing from borrowing  503,927 503,927 - - - 

                                                 

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

5 Receipts used by the entity for financing its own budget.  
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The final budget is higher than the initial budget by 8% for €1,864,962. This increase is a result of 

revenues carried forward from the previous year, as well as domestic and external donations and 

changes in government grants. 

In 2018, the Municipality spent 92% of the final budget or €24,353,251, with an improvement of 1% 

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

explanations on the current position are given below.  

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 

24,646,974 26,511,936  24,353,251 21,945,524 21,796,138 

Wages and Salaries 15,251,310 15,048,291 14,883,094 14,394,998  14,543,245  

Goods and Services  3,264,646  3,660,414  3,205,411 2,653,764  2,602,945  

Utilities 562,200  712,510   684,100  496,834  547,743  

Subsidies and Transfers 554,086  1,038,177  778,398  536,720  732,119  

Capital Investments  5,014,732  6,052,544  4,802,248  3,863,208  3,370,086  

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

 Despite the increase in budget for capital expenditures during the year, only 79% of the 

budget was spent. The Public Investment Programme includes several ongoing projects 

from last year and several new projects for the current year; 

 The decrease of budget for Wages and Salaries by €203,019 is as a result of the Government's 

budget cut in the amount of (€306,217) and increase of donations totalling €103,198; 

 The increase of budget for Goods and Services by €395,768 includes revenues carried 

forward from the previous year by €254,000 and from external donor funds by €141,768;  

 The budget for Utilities was increased by €150,310 as a result of the Government's decision 

to pay debts from this category and also the subsidies for the execution of the "Flaka e Janarit" 

Cultural Manifestation was increased by Government decision. This category has been 

increased by the transfer of €49,029 from the local own revenues of the previous year as well 

as domestic and external donations in the total amount of €380,213; and 

 The Municipality of Gjilan has also received grants from local donors in the amount of 

€888,045, which were allocated for subsidies and support to agriculture, but also capital 

investments. 
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Issue A 16 – Low budget execution for Capital Investments and Subsidies 

Finding  During the year, the Municipality has managed to spend the budget for 

capital investments by only 79% and by 75% for subsidies. Low execution of 

capital projects and subsidies is one of the main challenges faced by the 

Municipality. The issue has not been addressed by Management in recent 

years although it has been addressed in previous audit reports. Causes of low 

execution are delays in the execution of contracts.  

Risk Low budget execution reduces the effectiveness of the organisation's annual 

plans. Non-accomplishment of the programme for capital investment and 

subsidies may result in the implementation of fewer projects, which will 

affect the quality of services delivered to citizens.   

Recommendation A1 The Mayor should ensure that a systematic assessment of the causes for the 

low level of execution of the capital investment budget is made and 

determine the practical options for improving its performance in the coming 

year. 

3.1.1 Revenues  

Revenues generated by the Municipality of Gjilan in 2018 were in the amount of €3,360,094. They 

relate to revenues 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  4,305,358 4,305,358 3,360,094 3,672,615  3,763,189  

Total 4,305,358 4,305,358 3,360,094 3,672,615  3,763,189 

In addition to the data presented in the table, the Municipality has also had indirect revenues in the 

amount of €823,646 (traffic fines €669,769, revenues from Courts €132,474 and revenues from the 

Forest Agency €21,403). Compared to 2017, revenue collection has marked a decrease by 8.5% or in 

the amount of €312,521. 

Own source revenues carried forward to the Municipality in 2019 are in the amount of €1,091,964.  

                                                 

6 Issue A and Recommendation A – means issues and new recommendations,  
   Issue B and Recommendation B – means issues and recommendations repeated,  
   Issue C and Recommendation C – means issues and recommendations  partially repeated. 
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Issue A 2 - Irregularities in calculation of property tax revenues   

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

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. During our testing in eight cases, the two or more 

properties of the same taxpayer have been recognised as principal residence, 

this has led to an underestimation of revenues by €150 annually.  

According to Article 6, par. 1.8 of Administrative Instruction no. 03/2011 on 

the collection and registration of property and taxpayer information, the 

categories of property valuation are described in detail. In 9 cases the 

properties belonging to the category of commercial valuation - stores were 

categorised as warehouse. This impacted on the decrease in the value of these 

properties and consequently understated the tax charges in the amount of 

€658/year. 

Also, according to the municipal regulation on immovable property tax for 

the fiscal year 2018 no. 01/016-64724 dated 29.06.2017, based on the location 

of the property which significantly impacts on its value in the Municipality 

of Gjilan, there are 5 zones defined, within the first zone are included 2 sub 

zones (I-A and I-B). In six cases we have identified that the tax properties 

were not assessed according to the tax zones defined in the regulation, in one 

case the tax for this property was calculated based on the zone II while 

according to the regulation it belonged to zone I B, in another case the 

property was evaluated taking into account zone II, while they belonged to 

Zone IA. This affected the underestimation of the tax obligation in the amount 

of €76.72/year. 

These errors were as a result of engaging non-professional field surveyors for 

the verification of the existing property status compared to the data in the 

system as well as due to the lack of review by the responsible municipal 

property tax officer, who should review all data and verify and confirm them. 

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

damage the municipal budget in cases of understating tax obligation.  

Recommendation A2 The Mayor should request from the property tax manager to pay attention, 

during the property registration and verification process, 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 information in the system so that tax calculations are as 

realistic as possible. 
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Issue A 3 - Incomplete information in the taxpayers files 

Finding  According to Article 14 of AI no. 03/2011, when data are recorded in the 

system by the operators, the following data should be obtained: building 

number, unit number and taxpayer number, also Article 5.8 of the same 

instruction provides for that the taxpayers’ files should also contain photos 

of buildings. Of the ten cases audited, in seven of them, taxpayers obtained 

more than one identification number, which was not possible to confirm the 

deductible benefit for principal residence in more than one property, in eight 

of the ten cases audited, photos were missing in some of taxpayers’ 

properties. 

This has occurred as a result of deficiencies of the Protax programme, due to 

the negligence of field surveyors and the lack of review of officials who enter 

data into the system. 

Risk Deficiencies identified in the database and incomplete information in 

taxpayers' files result in unrealistic taxable property and impedes 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.  
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Issue A 4- Municipal property leased out temporarily without auction procedures 

Finding  According to Law no. 04/L-144 in Article 5 and 6 for leasing out and exchange 

of immovable property of the Municipality, it is foreseen that 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 eight audited samples we have identified that in four cases the 

municipal property was leased out with temporary contracts until the 

development of public auction procedures. In one case, the contract7 expired 

on 31/12/2013, the lessee continued to use the property and the Municipality 

continued to invoice it based on the expired contract. 

The Municipality did not develop a formal internal system for managing the 

municipal property leased out, causing problems in monitoring contracts 

regarding compliance with terms and contractual deadlines. 

Risk Failure to apply public auction procedures for the lease of municipal property 

undermines the principle of open market competition and the principle of 

legality and may result in a lower level collection of revenues. 

Recommendation A4 The Mayor should ensure that the immovable property of the Municipality is 

effectively used, given the respect of the legal requirements by which the 

procedures and forms for the use and exchange of immovable property of the 

Municipality are determined.  

3.1.2 Wages and Salaries 

The final budget for the category of Wages and Salaries was €15,048,291, out of which 9 9% of the 

budget or €14,883,094 was spent during the year. Wages and salaries are paid through a centralised 

payment system managed by MPA and MoF. 

                                                 

7 Monthly rent contracts €675, annual value €8,100. 
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Issue A 5 - Compensation of salaries in contradiction with Appointment Acts   

Finding  In three cases during the audit we have identified that civil servants are 

compensated in contradiction with the Appointment Act, being paid less, as 

follows: 

 The responsible person in the book Catalogue and Classification Sector 

under the contract should be paid with a coefficient 7, but according to 

the payroll list, he is paid with coefficient 6. The change of the coefficient 

in the contract from 6 to 7 is made on 01/02/2012 and was not 

implemented; 

 Head of Sector for Spatial Planning and Environmental Protection, 

according to Appointment Act should be paid with coefficient 9, but 

according to the payroll list, he is paid with coefficient 7.5. The change of 

the coefficient from 7.5 to 9 in the contract was made on 01/02/2013 but 

was not implemented; and  

 The responsible person in the Child and Youth Sector, according to 

Appointment Act should be paid with coefficient 7, but according to the 

payroll list, he is paid with coefficient 6. The change of the coefficient 

from 6 to 7 is made on 01/02/2012. 

This has occurred due to the promotion in earlier years, and the change or 

increase of the coefficients was made without ensuring that the Municipality 

had financial possibilities or by not taking into account the financial impact 

on these positions, which continue to be paid even now in contradiction with 

acts of establishment of the employment relationship. 

Risk Paying employees in contradiction with appointment acts/ employment 

contracts not only is a legal violation but also constitutes a possibility for the 

Municipality to be indicted or face justice bodies. This may result in 

unplanned additional costs for the difference, interest, fines etc.  

Recommendation A5 The Mayor should plan a sufficient budget for the payment of all employees 

according to valid employee appointment acts so that the Municipality 

should avoid various lawsuits and possible additional costs of court 

procedures or should initiate and implement the administrative procedure 

for harmonisation of the Appointments Act.  
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3.1.3 Goods and Services and Utilities  

The final budget for goods and services in 2018 was €4,372,924, out of which €3,889,511 was spent. 

They relate to official travel expenses within the country, other contractual services, firewood 

purchase costs, school maintenance, etc. 

Issue A 6 – Weaknesses in payment certification   

Finding  The Municipality contracted “ "Transport of employees for the needs of the 

institution" in two locations Gjilan – Zhegrovë - Gjilan to a distance of 52 km. 

In the contract were specified two kinds of prices for the distance up to 100 

km, the price was 0.35 €/km while for the distance over 100 km the price was 

1.26 €/km. Upon the payment of €129 for transport costs of participating 

artists, on the occasion of the manifestation in Zhegrova , two locations  Gjilan 

– Zhegrovë - Gjilan, a 52km distance, the Municipality applied the price over 

100km, damaging the municipality’s budget by €92. 

The Municipality paid the airplane fare for the Prishtina-Vienna-Prishtina in 

the amount of €363, contrary to the requirement of Article 3.1 of the contract, 

which states that for each ticket, the payment should contain the value of the 

fare cost provided by the Amadeus system and share premium. These errors 

occurred because of the negligence in the payment certification. 

Risk Payments in the absence of evidence increase the risk that paid services are 

not accepted in accordance with the contract, affecting the budget damage. 

Also, services received which do not comply with the terms of the contract 

result in irregular payments and damage the municipal budget.  

Recommendation A6 The Mayor should strengthen controls in the payment process to ensure that 

payments are made only after providing sufficient evidence for the 

performance of the contracted works/services and in accordance with the 

contractual terms. Measures should also be taken to prohibit irregular 

payment practices for pupils' transportation by compensating the budget 

damage made from the responsible officers.  
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Issue B2 – Outrun of contract values 

Finding  Municipality of Gjilan for "Supply with firewood Lot 1" signed on 

20/09/2017, the total value of the supply was €217,428 (the contract was not 

a framework contract, but a fixed term contract). During 2017 and 2018, the 

Municipality was supplied with €310,6358, exceeding the contract by €93,207. 

The Municipality of Gjilan for "Pupils’ Transport", had the framework 

contract signed on 04.12.2015, with an estimated value of €16,780.80. During 

2015-2018, the Municipality used transportation services in the amount of 

€37,185, exceeding the contract by €12,292, more than allowed by the PPL.  

This has occurred since the contract manager does not keep notes of the level 

of quantities supplied in the function of control to prevent outrun of the 

contracted quantity as well as a result of the insufficient contracted amount 

meeting the real needs of the Municipality. 

Risk Exceeding the limit of the contract value set results in a poor planning of 

requests that have followed with inaccurate estimates of the bill of quantity 

and bill of account.    

Recommendation B2 The Mayor should ensure efficient functioning of contract management 

controls. Contract Managers should keep adequate records on the level of 

supply of each item with a framework contract so that the supplies are made 

in accordance with the contracted quantities/value and the Municipality 

should not order supplies more than permitted by contract and PPL and 

should ensure that real needs planning is done. 

                                                 

8 Suppliers - based analysis. 



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

 

 21 

Issue A 7 - Evaluation of real needs for tendering services   

Finding  According to Article 9, par. 1 of PPL, before a contracting authority may 

initiate any procurement activity, the contracting authority’s CAO shall 

ensure that a formal needs assessment is conducted with respect thereto and 

that the results of such assessment are formally recorded in writing and 

maintained in the contracting authority’s records. This assessment shall 

determine (i) the precise nature and scope of the specific needs of the 

contracting authority that the proposed procurement is intended to satisfy; 

(ii) the estimated value and the proposed type and material terms of the 

public contract that will be the subject of the envisaged procurement.    

The Municipality for disinfection, disinsection and deratization entered into 

a framework contract with an estimated value of €103,600 through the open 

procurement procedure. In the request for initiation of the procurement 

procedure, the requesting unit requested the disinfection of 1,000 hectares of 

public spaces of the Municipality; the Municipality currently has 1,697 ha. 

During the production of the tender dossier, the Procurement Office 

increased the amount of surface for disinfection to 79,500ha, considering the 

estimated value instead of the surface. The error was not observed until the 

beginning of execution as a result of failure of internal controls in the 

Procurement Office. After we observed the error, the Municipality requested 

the termination of the contract, and with the agreement of the EO, the contract 

was terminated. 

Risk Tendering of inaccurate quantities not only is in contradiction with the PPL, 

but may also cause disorientation of the EO interested to bid and it can 

influence the determination of a successful EO. Termination of the contract 

after completion of all these procedures affects the delay in execution and the 

non-delivery of services to citizens. 

Recommendation A7 The Mayor should ensure that controls within the Procurement Office operate 

before a Tender Dossier is published and a formal review of the Tender 

Dossier is made by the responsible persons, in order to avoid such errors.  
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Issue A 8 - Engagement of irregular staff for special services 

Finding  According to Article 35.4., of the Financial Rule No. 01 2013 on Public Funds 

Expenditures, the payment for an individual who is not in employment 

relationship is the purchasing of services for the budget organisation. Our 

review of engagements of employees' contracts for special services has 

identified that during 2018, the Municipality engaged 119 contracted 

employees for special services. Out of them, 42 in the administration as 

procurement officer, engineer in construction sector of permits, and security 

personnel; 12 at the Theatre of the City as an Artist; 43 in education as 

administrative officer, school guards or cleaners, and 22 in health care as a 

doctor of various profiles or nurses. 

According to the Civil Service Law, Article 12.4 Fixed-term appointments for 

a period of less than six (6) months shall be made on the basis of contracts 

called "Special Services Agreement" and shall be subject to the Law on 

Obligations and for which a simplified recruitment procedure is applied. In 

31 engaged persons in the administration, 39 cases of engaged persons in 

education and 12 cases of engaged persons in theatre, the Municipality 

retained these workers more than 6 months within a year, exceeding the legal 

timelines of 6 months. 

For the engaged persons in the administration, the engagement of persons 

has occurred since the Municipality has over 40 employees suspended due to 

penal prosecutions by the prosecution’s office, while for the other staff, the 

Municipality had no approved budget for additional staff. 

Risk Covering important positions with temporary agreement results in poor staff 

performance and monitoring, and increases uncertainty whether the 

adequate staff is engaged in such positions.   

Recommendation A8 The Mayor, with the Management of the Municipality, should review the real 

needs for engagement of employees with special service agreements, as the 

observed cases are not related to specific or transitional services, but are 

permanent positions. The need for additional staff for career positions should 

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

should be incorporated also in the budget planning. 

3.1.4 Subsidies and Transfers  

The final budget for subsidies and transfers was €1,038,177, out of which €778,398 was spent in 2018. 

They relate to payments for individual beneficiaries, subsidies to public entities, transfers to other 

governments, etc.  
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Issue B3 – Awarding of subsidies in contradiction with municipal regulation   

Finding  Based on Article 13 of the Municipal Subsidies Regulation No. 2/2018, 01. No. 

016-28468 DT. 22.03.2018, it is required that an agreement is concluded for the 

execution of the subsidy, which defines the rights and duties between the 

Municipality and the beneficiary of the subsidy. We identified that the 

awarded subsidy for the City Theatre in the amount of €8,200 was missing 

the agreement as required by Article 13 of the Municipal Regulation. 

According to Article 3, par. 1.2 of the Subsidy Agreement, beneficiaries are 

obliged to report to the Municipality on the funds spent. Upon subsidising 

the publication of the book "Gjilani - terrori, represioni dhe eksodi (terror, 

repression and exodus) 1944-1956" in the amount of €500, the beneficiary did 

not present any report to the Municipality. It has similarly happened with the 

subsidy of Radio Gjilan in the amount of €2,000, the beneficiary did not 

present the reports as required by Article 3.2 of the agreement. 

Risk Awarding subsidies in disagreement with established criteria and internal 

municipal regulation risks achievement of objectives intended with awarded 

subsidies. Lack of reporting weakens the accountability of beneficiaries and 

municipal staff upon handling of cases and reduces management's ability to 

undertake effective and timely actions..   

Recommendation B3 The Mayor should ensure that when the subsidy is allocated, the relevant 

agreement is signed and the beneficiaries report on the implementation of the 

project.  
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Issue A 9 - Exceeding of the amounts approved for subsidy   

Finding  According to Article 2 of the Subsidy Agreement between the Municipality 

of Gjilan and the Secondary Madrasa "Alaudin" Gjilan branch, the amount of 

fuel subsidised by the Municipality for this institution was 2,500 litres. Based 

on the invoice from the fuel supplier (EO), this organisation benefited in 

February 2018, 3,000 litres of fuel or 500 litres more than stipulated in the 

agreement (benefit in the amount of €2,910 or €485 more).  

Article 4, par. 1.1 of the Agreement provides for that the amount received 

should be transferred to the beneficiary's bank account by the Municipality, 

which should then report by the beneficiary on the amount spent in 

accordance with Article 3 of the same Agreement. However the amount in 

question has been transferred to the supplying company and not to the 

beneficiary. This has occurred due to ineffective controls on the distribution 

and monitoring of subsidies awarded.  

Risk Lack of proper controls in respecting the subsidy agreement makes the 

budget allocated to the subsidy category not to be spent for the planned 

purposes and plans remain unfulfilled. 

Recommendation A9 The Mayor should ensure that subsidy payments are in compliance with the 

internal regulation on subsidies award, decisions and subsidy agreements 

and payments from this category should be made only to beneficiaries. 

Issue A 10 - Award of subsidies without public announcement 

Finding  According to Article 12 of the municipal subsidy regulation, the process of 

subsidy awarding begins through public announcements setting out the 

criteria and application procedures. For the "Happy New Year 2018" project 

in the amount of €3,850, the Municipality did not apply the application 

process through public call in this procedure, only in the second half of 2018; 

the Municipality began applying public call for subsidies.  

Risk Failure to respect the regulation criteria reduces the objectivity and 

transparency during the award of subsidies and increases the risk of failure 

to meet the stated objectives of the subsidy. 

Recommendation A10 The Mayor should ensure that controls are in place in the subsidy award 

process and that the beneficiaries meet the criteria under which the subsidy 

based on the regulation is allowed.  
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3.1.5 Capital Investments  

The final budget for capital investments in 2018 is €6,052,544, out of which €4,802,248 or 79% of the 

budget was spent. Capital investments take 19% of total municipal expenditures.  

 

Issue C1– Weaknesses in contract management 

Finding  The change of the initial awarded project or contract under par. 61.21 of the 

Operational Guidelines for Public Procurement is amended and prepared by 

the Procurement Department and is approved by the CAO for the change 

under 61.23 of the Operational Guidelines for Public Procurement. Also, the 

responsible officer appointed by the CAO should consider that with the 

change of the project work contract which were not foreseen in the initial 

contract, based on Article 35.2.4 and 35.3, the value of the work of the 

amended part should not be greater than 10% of the value of the initial 

contract. 

In five payments, in the amount of €89,948.45 which belong to the Mirusha 

river bed regulation project, we have noticed changes in positions from the 

contracted bill of quantities to the executed one. These changes were made as 

a result of the residents' request which were approved in incompatibility with 

the procedures of the Municipal Assembly. As for the illustration: as a result 

of the decision of the MA, the works of river bed and sewage were contracted 

in the amount of €1,818,730, while €538,189 or 70% less were executed, the 

works in covering the sewage were contracted €389,088, while €1,208,033 or 

210% were executed more.  

The Assembly Chairperson has been self-designated as a contract manager 

while the appointment of the Project Manager is done by the CAO from: a) 

the staff of the requesting unit, b) any other unit, and c) a Management Team 

contract should be assigned for the project with a high value, as was the case 

with this project;  

Risk Deficiencies in contract management reduce the certainty that contracts are 

being implemented in accordance with the terms and specifications of 

contract. Failure to respect the criteria set out in the tender dossier may result 

in unequal treatment of bidders, irregular payments and low value for 

money.  

Recommendation C1 The Mayor should ensure consistent and effective compliance with 

procurement rules regarding contract management. The Assembly should 

also act on the basis of competencies with the aim of respecting the rules and 

not overcoming competences.   
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Issue C2 – Projects without a detailed construction plan   

Finding  Out of the six cases9 audited, none of these projects had a detailed 

construction plan, a requirement under Article 28.10 of the PPL, which clearly 

defines that the contracting authority shall possess an executive construction 

project prior to the commencement of contracting work procedures. This has 

happened because of the Municipality's negligence regarding this issue.  

Risk Initiating the procurement procedure in the absence of the project results in 

incompliance with the legal requirement and enables poor execution of 

contracts for non-projected and studied works, and may affect unforeseen 

expenses or provide poor value for the taxpayer's money spent. 

Recommendation C2  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 is ensured in advance that 

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

and requirements provided, otherwise such procedures should not 

commence.  

Issue B4 – Initiation of the projects without sufficient budget 

Finding  Financial Rule 01/2013 MoF on Public Funds Expenditures, Article 12, par. 2, 

which stats: LPFMA Article 36.1 requires that before the initiation of a 

procurement process which aims to result in the arising of an obligation in 

the current fiscal year, the Budget Organisation shall record all funds 

committed, allocated in KFMIS in accordance with FMC rules. We found that:  

 The project "Construction of a small sports field for football - handball, 

basketball and volleyball in the village of Pogragjë”, the contract was 

signed in the amount of €22,569, while the funds were committed in the 

amount of €12,500. 

 The project "Asphalting of roads Hysen Tërpeza in Arbëri" the contract 

was signed in the amount of €202,487, while the commitment in the 

amount of €150,000.  

                                                 

91. Asphalting of roads in the villages and city of Gjilan Lot 4,  Street "Pajazit Ahmeti"; 2. The asphalting of roads in the 
villages and the city of Gjilan – Street Perlepnice; 3. Construction of the sports ground for small football -handball-
basketball and volleyball in the village of Pogragjë; 4. The construction of the bridge in the village of Gumnisht; 5. The 
construction of Kumanovo Street (first phase, directions 1-9); and 6. The asphalting of the streets "Hysen Terpeza" in 
Arbëria.  
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According to officials, this has happened because projects are financed from 

own source revenues, commitments are made according to the timely 

execution of revenues.  

Risk Entering into liabilities without providing the necessary funds increases the 

risk of delays in the contract implementation and increases unpaid liabilities, 

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

Recommendation B4 The Mayor should strengthen controls during project development by 

ensuring that before the initiation of procurement procedures, any capital 

project has sufficient funds for implementation.  

3.2 Capital and non-capital assets  

According to the KFMIS report, the net value of capital assets over €1,000 is €211,792,728, while the 

value of assets under €1,000 is €1,480,777. Payments made for capital investments during 2018 were; 

€4,802,248, while the property registered during 2018 amounts to €6,675,950. This difference was a 

result of co-financing with the central level, donations and following investments of the previous 

years, which have been completed and recorded as assets in 2018. In addition to the issues 

highlighted in the AFS chapter, we have not identified any other findings in this area.  

Recommendations  

We have no recommendations in this area.  
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3.3 Receivables  

At the end of 2018, the accounts receivable (A/R) disclosed amounted to €10,437,560 of them 

Business licenses (residential activities) in the amount of €1,791,450; Rent €318,760; Property tax 

€8,287,500; PPP (Public Private Partnership) in the amount of €33,400 and Incubator in the amount 

of €6,450. Compared with 2017, A/R marked an increase by 8.7% or in the amount of €841,88010, the 

increase was reflected in the category of Property Tax (€862,600) and Business licenses (€8,650) due 

to lack of establishment of mechanisms by the Municipality to increase and collect these revenues.  
 

Issue A 11 – Delays in the collection of rental revenues 

Finding  According to contracts11 signed by the Municipality as a lessor for leasing out 

the immovable property of the Municipality, the monthly rent payment 

should be made in the beginning of each month on the basis of the conditions 

set out in these contracts. In four of the eight cases we audited, there were 

delays in paying the obligations by lessees to the Municipality; in two of 

them, the Municipality did not take any steps to collect these revenues. While 

in the other two case` s, the Municipality in one case applied a written remark 

and the in the other case it filed a lawsuit for failing to pay. The total amount 

of debt that these lessees owed the Municipality was €21,229.Failure to 

invoice properly under the terms of the contract for leasing out the property, 

by not issuing an invoice, but only if the party personally requests it to be 

issued and because of lack of willingness of the Municipality to take effective 

measures for collecting the revenues, has affected delays in the collection of 

revenues. 

Risk Poor contract management for the properties leased out increases the risk for 

the Municipality to have a low performance in revenue collection, failure to 

achieve the plan and increase the value of the receivables of the Municipality. 

Failure to apply additional measures also affects the lessees’ resistance to 

respond to the Municipality or to timely pay the rent obligation.  

Recommendation A11 The Mayor should ensure an effective management of lease contracts and 

establish effective mechanisms for the collection of revenues in accordance 

with contractual terms, namely the implementation of deadlines for invoicing 

and collection of rental assets. 

                                                 

10 A/R are also reduced by € 29,370 in rents. 
11 1. Contract 02 no. 355, dated: 27.05.2013 (payment not later than 10 of the following month), 2. Contract no. 773, dated: 

15.09.2017 (payment not later than 05 of the following month), 3. Contract no. 10-464-9666, dated: 29.01.2016 (payment 
not later than 10 of the following month); 4. Contract 02 no. 721, dated: 18.11.2014 (payment every beginning of month).  
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3.4 Outstanding liabilities  

The statement of liabilities not paid to suppliers at the end of 2018 was €7,786 million. These 

liabilities were carried forward to be paid in 2019. However, this reflects only a part of the budgetary 

difficulty faced by the Municipality. In addition to the issues reported in the statements, we have 

not identified any other findings. 

Recommendations  

We have no recommendations in this area.  

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 the chapters or subchapters above.  

Overall Governance Conclusion  

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

to accountability, risk management and the quality of management reporting. An effective response 

to audit recommendations and the operation of a quality financial management system are not in 

place. The Audit Committee is not yet in place, and according to our own judgments the internal 

audit still does not have the proper independence of action. The BO did not meet either the MoF’s 

requirements regarding the submission of the self-assessment questionnaire. 

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 managed to draft and it possesses these plans/strategies.  
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BO in general has put in place sound controls compared to its statutory obligations. The Financial 

Management and Control has proven a good review process and assurance in the implementation 

of the legislation and other control processes.   

Governance in Municipality regarding financial reporting and accountability and risk management 

reflects a positive situation. Municipality has implemented the largest part of recommendations and 

prepared the risk management report by identifying all significant risks that might affect the 

organisation in achieving its objectives. The Internal Audit has provided a clear overview on 

internal controls’ level of assurance and had given recommendations for improving them.  

4.1 Internal Audit System 

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

auditors.  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 provided by an effective Audit Committee.  

During 2018, this unit carried out a total of 13 audits, including an audit to review the 

implementation of the recommendations. Based on the verification of implementation of 

recommendations, out of 24 recommendations given, 15 recommendations are fully implemented; 

eight (8) recommendations are in progress, while one (1) recommendation is not yet implemented.  

Recommendations  

We have no recommendations in this area.  

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 and 

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

therefore do not provide an effective and timely response to the identified operational problems.  
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Issue B5 - Weaknesses in management controls   

Finding  As a result of the improper functioning of management controls, inadequate 

management of invoice acceptance and tracking has impacted on incomplete 

and inaccurate disclosure. Our review of management controls implemented 

in the Municipality's main financial system has revealed that overall audit 

engagements require improvement, particularly in revenue management, 

expenditures by classifying them in adequate codes, procurement processes, 

non-financial asset management, as well as the management of accounts 

receivable. 

Risk Poor accountability requirements and financial reporting reduce the 

effectiveness of financial management within the Municipality, resulting in 

weaknesses in the budget process and in reducing the ability of the 

Management to respond to financial challenges in a timely manner.   

Recommendation B5 The Mayor should ensure that a review has been carried out to determine the 

form of financial and operational reporting to senior management. Budgetary 

performance, including revenue and expenditure, procurement plan, asset 

management and management of accounts receivable, should be subject to 

regular reporting and review by the Management.  

5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS of the Municipality of Gjilan resulted in 15 key recommendations. 

The Municipality prepared an Action Plan stating how all recommendations will be implemented. 

At the end of our 2018 audit, the situation of prior year recommendations given was: five (5) 

recommendations were implemented; three (3) recommendations unimplemented closed, five (5) 

recommendations repeated and two (2) recommendations partially implemented. For a more 

thorough description of the recommendations and how they are addressed, see Table 4.  
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Table 4 Summary of  prior year recommendations and of 2018 

No Audit area Recommendations  of 2017  Actions taken  Status 

1 Recomme
ndations 
regarding 
Annual 

Financial 
Statement
s  

The Mayor should ensure that an analysis is 
undertaken to determine the causes for the 
emphasis of matter. Specific actions should 
be taken to address the causes systematically 

to remove errors in the disclosure of 
outstanding liabilities and to confirm their 
correct evaluation. 

 Further, the Mayor should ensure that 

effective processes are in place to confirm 
that the 2018 AFS production plan addresses 
all issues related to compliance. This should 
also include Management review of the AFS 
with specific focus on high risk areas or areas 

where errors have been identified in previous 
years. The Declaration made by the Chief 
Administrative Officer and Chief Financial 
Officer, should not be signed unless all 

necessary checks have been applied to the 
AFS.  

Municipality 
has not taken 
measures to 
improve the 

reporting 
process.  

 

Recommendat
ion, 
unimplemente
d (repeated)  

2 Budget 
planning 
and 
execution  

The Mayor should ensure that planning and 
budgeting of expenditures is done in 
conformity with the nature of expenditures, 
in order that classification of expenditures is 

done according the adequate categories.  

Municipality 
has not taken 
measures, the 
misclassificati

on amount has 
increased 
exceeding the 
level of 

materiality.  

Recommendat
ion closed 
unimplemente
d. (repeated 

due to 
material 
amount is 
reported in the 

Emphasis of 
Matter)  

3 Revenues The Mayor should ensure that necessary 
actions to be taken in order to be conducted 
the verification of 1/3 of properties for 
property tax, in order that notes about the 

property tax to be complete and to be 
maximized benefits from this revenue. 

 

 

 

 

 

Recommendat
ion 
implemented  

4 Goods 
and 
Services 
and 

Utilities  

The Mayor should ensure that are applied 
proper controls in the process up to the 
signing of the contract, on which occasion is 
verified that data in the content of the 

contract are correct.  

Audit team 
has not 
identified any 
such case.  

Recommendat
ion 
implemented 

5 Subsidies 

and 
Transfers  

The Mayor should ensure that award of 

subsidies is done according the determined 
criteria in regulation, including proper 

Municipality 

has not taken 
any actions.  

Recommendat

ion  
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monitoring of their expense, in order that 
given subsidies to achieve intended purpose. 

 

unimplemente
d (repeated)  

 Capital 
Investmen

ts  

The Mayor should ensure that measures have 
been taken for the publication of all decisions 

related with expropriations made and further 
for every such report in the future, to be 
published decisions according the legal 
requirements. 

Audit team 
has not 

identified any 
such case.  

Recommendat
ion 

implemented  

7 Capital 
Investmen

ts 

The Mayor to review the reasons of the 
failure of controls in the preparation of 

tenders for construction contract and to 
ensure that intended projects are clearly 
defined. Further on, on the case the receipt of 
stages for payment, to ensure that all the 

documentation is completed, including also 
evidences on locations of work sites. 

We consider 
that project 

drafting has 
not been 
executed this 
year. Auditor 

has no t found 
any technical 
acceptance.  

Recommendat
ion partly 

implemented 
(partly 
repeated)   

8 Capital 
Investmen
ts 

The Mayor should ensure that each project to 
be equipped with the necessary 
documentation in accordance with 

construction requirements, further to ensure 
that controls are strengthened in the 
supervision of project implementation in 
order that those to be completed according 

the dynamic plan, as well as there where it is 
necessary to be implemented penalty 
measures according the determined terms in 
contract, in order to increase responsibility to 
economic operators. 

Municipality 
has not taken 
any actions.  

Recommendat
ion partly 
implemented 

(repeated 
modified)  

9 Capital 

Investmen
ts 

The Mayor should ensure that no contract is 

signed without securing the sufficient funds 
for its implementation in foreseen periods. 

Municipality 

has not taken 
any actions. 

Recommendat

ion 
unimplemente
d (repeated),  

10 Common 
issues for 
Goods 

and 
Services 
ad Capital 
Investmen
ts  

The Mayor to ensure additional controls in 
the management of contracts in order that 
works/supplies to be done in accordance 

with the contract quantities/values and the 
Municipality does not enter into liabilities 
beyond the contract. 

Municipality 
has not taken 
any actions. 

Recommendat
ion 
unimplemente

d (repeated), 

11 Capital 

and Non-
capital 
Assets  

The Mayor to ensure that actions have been 

taken for the correction of assets register, on 
which case the purchases that does not result 
in an assets or improvement of asset, are not 
recorded in the account register. Further on, 

Through 

payments 
identified as 
misclassificati
on, we have 

Recommendat

ion 
implemented  
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the assets register should possess all 
respective data, including also their location. 

confirmed the 
implementati
on of 

recommendati
on  

12  Capital 
and Non-
capital 
Assets 

The Mayor to ensure that necessary actions 
have been taken to apply the assets 
management system (e-Asset), in order that 
management and reporting of assets to be 

done in accordance with rule requirements 
for the management of non-financial assets. 
Then to provide the proper trainings for the 
Municipality’s staff which will be selected 
responsible for the implementation of this 

system. Further on, it should ensure that all 
goods and services are received through 
committees established for their receiving.  

No action has 
been taken.  

Recommendat
ion closed 
unimplemente
d (repeated 

due to 
material 
amount, 
reported in 
Emphasis of 

Matter)  

13 Progress 
in 
implemen

ting 
recommen
dations  

The Mayor should ensure that the 
implementation of the action plan is 
continuously monitored and reported on a 

regular monthly or quarterly basis in relation 
with the progress achieved in this direction. 
Recommendations which are not 
implemented according the timeframes, to be 

reviewed in a short timeframe by the Mayor, 
and proactive actions to be taken against the 
barriers presented during the 
implementation.  

Municipality 
continues 
having a 

considerable 
number of 
unimplement
ed 

recommendati
ons or in 
process of 
implementati

on.  

Recommendat
ion 
unimplemente

d closed.  

14 Internal 

Audit 
System  

The Mayor should ensure that has increased 

the cooperation with IAU and AC, as well as 
to take measures to increase the readiness of 
Management relating the implementation of 
IAU recommendations, for more effective 

operations of the internal control systems. 

We consider 

that 63% of 
recommendati
ons have been 
implemented, 

33% are in 
process and 
only 1% (or 
4%) have not 
been 

implemented.  

Recommendat

ion 
implemented  

15  Managem
ent 
Reporting 
Accounta
bility and 

Risk 
Managem
ent  

The Mayor should ensure that a review has 
been carried through to determine the form 
of financial and operational reporting to 
Senior Management. Budgetary 
performances, including revenues and 

expenditures, and procurement plan should 
be subject to regular reporting and reviews 
by the Management. Further on, in order to 

No action has 
been taken.  

Recommendat
ion 
unimplemente
d (repeated)  
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reduce the impact of risks to acceptable 
levels, the Municipality should supplement 
the risks register with all appropriate 

measures/actions to put the exposed threats 
under control. 

No Audit area Recommendations of 2018 

1 2.3 

Recomme

ndation 

regarding 

AFS  

The Mayor should ensure that an analysis is carried out to determine the 
reasons for the Emphasis of Matter. All expenses should be paid and recorded 
in accordance with the chart of accounts, based on the requirements of the 
budget law. Controls on the recording of all assets as well as unpaid liabilities 

should be strengthened and disclosed fairly in the financial statements based 
on relevant documentation. Specific actions on other issues raised related to 
the AFS should be undertaken to address the causes systematically to 
eliminate errors in AFS reporting, including fair disclosure. 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 3.1 Low 

budget 

execution 

for 

Capital 

Investmen

ts and 

Subsidies 

The Mayor should ensure that a systematic assessment of the causes for the 
low level of execution of the capital investment budget is made and determine 
the practical options for improving its performance in the coming year. 

3 3.1.1 

Irregularit

ies in 

calculatio

n of 

property 

tax 

revenues   

The Mayor should request from the property tax manager to pay attention, 
during the property registration and verification process, 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 information in the system so that tax calculations are as 
realistic as possible. 

4 3.1.1 

Incomplet

e 

informatio

n in the 

taxpayers 

files 

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.  
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5 3.1.1 
Municipal 
property 

leased out 
temporaril
y without 
auction 
procedure

s 

The Mayor should ensure that the immovable property of the Municipality is 
effectively used, given the respect of the legal requirements by which the 
procedures and forms for the use and exchange of immovable property of the 

Municipality are determined.  

 

6 3.1.2 
Compensa
tion of 
salaries in 
contradict

ion with 
Appointm
ent Acts   

The Mayor should plan a sufficient budget for the payment of all employees 
according to valid employee appointment acts so that the Municipality should 
avoid various lawsuits and possible additional costs of court procedures or 
should initiate and implement the administrative procedure for harmonisation 
of the Appointments Act.  

7 3.1.3 – 
M&S 
Weakness

es in 
payment 
certificatio
n   

The Mayor should strengthen controls in the payment process to ensure that 
payments are made only after providing sufficient evidence for the 
performance of the contracted works/services and in accordance with the 

contractual terms. Measures should also be taken to prohibit irregular 
payment practices for pupils' transportation by compensating the budget 
damage made from the responsible officers.  

8 3.1.3 
Outrun of 

contract 
values 

The Mayor should ensure efficient functioning of contract management 
controls. Contract Managers should keep adequate records on the level of 

supply of each item with a framework contract so that the supplies are made 
in accordance with the contracted quantities/value and the Municipality 
should not order supplies more than permitted by contract and PPL and 
should ensure that real needs planning is done. 

9 3.1.3 – 
Tendering 

of higher 
amounts 
than 
required 
amounts, 

real needs  

The Mayor should ensure that controls within the Procurement Office operate 
before a Tender Dossier is published and a formal review of the Tender 

Dossier is made by the responsible persons, in order to avoid such errors.  
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10  3.1.3 
Engageme
nt of 

irregular 
staff for 
special 
services 

The Mayor, with the Management of the Municipality, should review the real 
needs for engagement of employees with special service agreements, as the 
observed cases are not related to specific or transitional services, but are 

permanent positions. The need for additional staff for career positions should 
be analysed and if the increase in the number of staff is indispensable, this 
should be incorporated also in the budget planning. 

11 3.1.4 – ST 
Awarding 
of 

subsidies 
in 
contradict
ion with 
municipal 

regulation   

The Mayor should ensure that when the subsidy is allocated, the relevant 
agreement is signed and the beneficiaries report on the implementation of the 
project.  

12 3.1.4  - 
Exceeding 
of the 
amounts 
approved 

for 
subsidy   

The Mayor should ensure that subsidy payments are in compliance with the 
internal regulation on subsidies award, decisions and subsidy agreements and 
payments from this category should be made only to beneficiaries. 

13 3.1.4 – CI 
Award of 
subsidies 

without 
public 
announce
ment 

The Mayor should ensure that controls are in place in the subsidy award 
process and that the beneficiaries meet the criteria under which the subsidy 
based on the regulation is allowed.  

 

14 3.1.5 - 

Weakness
es in 
contract 
managem

ent 

The Mayor should ensure consistent and effective compliance with 

procurement rules regarding contract management.  

15 3.1.5 - 

Projects 
without a 
detailed 
constructi

on plan   

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 is ensured 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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16 3.1.5 - 
Initiation 
of the 

projects 
without 
sufficient 
budget 

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

17  3.3 AR - 
Delays in 

the 
collection 
of rental 
revenues 

The Mayor should ensure an effective management of lease contracts and 
establish effective mechanisms for the collection of revenues in accordance 

with contractual terms, namely the implementation of deadlines for invoicing 
and collection of rental assets. 

18  4.2 – 
Managem

ent 
Reporting, 
Accounta
bility and 
Risk 

Managem
ent  

The Mayor should ensure that a review has been carried out to determine the 
form of financial and operational reporting to senior management. Budgetary 

performance, including revenue and expenditure, procurement plan, asset 
management and management of accounts receivable, should be subject to 
regular reporting and review by the Management.  

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 Gjilan 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: 

 z.Lutfi Haziri 

Date: 26.06.2019, Gjilan 

 


