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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 the 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 Shterpce 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 Svetlana 

Perović, Team Leader, and Mehmet Kurti, Miloš Petrović and Agim 

Sogojeva, 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 Shterpce 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 05/11/2018.   

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 Shterpce.   

Opinion of the Auditor General  

Unqualified Opinion with Emphasis of Matter   

In our opinion, the Annual Financial Statements present a true and fair view in all material aspects. 

Emphasis of Matter   

As Emphasis of Matter, we would like to draw your attention to the fact that expenditures for Goods 

and Services in the amount of €76,890 were budgeted, executed and presented erroneously in the 

category of Capital Investments. Nor is the value of assets recorded and disclosed in the AFS fully 

accurate.  

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

Recommendations 
from last year and 

prior years  
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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.   

Financial statememts - the 
Emphasis of Matter reflects 

weaknesses in controls to confirm 
non-financial assets dislcosed and 

proper classification of 
expenditures.

The Mayor should analyse the reasons for 
the Emphasis of Matter in this year and 
identify actions required to enable a true 

and fair representation of expenditures, and 
full dislcosure of assets  in 2019 (see issue 

B1). 

Despite improvements mentioned, 
evident weaknesses were noticed in  

a number of  important financial 
systems including salaries, 
revenues, procurement and 
improper classification of 

expenditiures. 

The Mayor should apply a detailed 
assessment of areas mentioned in this 

report to identify reasons for occurence of 
weaknesses and determine actions needed 
to address these (see issues  A1-A6; B2-B5 

and C1).

The process of implementation of 
recommendations is not being 

addressed as required to ensure 
organisational development and 

improvement.

The Mayor should apply a rigorous 
process to ensure that prior year audit 

recommendations are proactively 
addressed (see table 4). 

Governance arrangements related 
to accountability, risk management  
and mangement reporting are not 

achieved yet. 

The Mayor should initiate drafting of a  
strategy and ensure that an adequate 

process is taken on risk management and 
oversight (see B2 and C2).  

Although internal controls operated 
effectively in some areas, -

weaknesses were noticed in  a 
assets management, including 

accounts receivable. 

The Mayor should ensure that reasons of 
these weaknesses have been identified 

regarding assets management, in particular 
accounts receivable (see issue B6 and B7). 
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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 Shterpce for the year ended on 31st of December 

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

disclosures and other accompanying reports. 

In our opinion, the Annual Financial Statements for the year ended on 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 MoF 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:  

• Payments for Goods and Services in the amount of €76,890 were erroneously budgeted and 

paid from the category of Capital Investments, but out of nature of expenditures they 

belonged to the category of Goods and Services. 

• Also, Treasury in accordance with paragraph 40. LPFMA no. 03/L-048 made payments for 

final court decisions in the amount of €6,544. After the resolution of disputes about the rights 
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and obligations on the basis of the movement of capital assets, payments were made on 

behalf of expenditures for compensation of material damages (land plots) from the category 

of Goods and Services in the amount of €5,100. 

• The Municipality has not recorded all assets over €1,000 purchased during 2018 in the Free 

Balance accounting register. The value of assets disclosed in the AFS of 2018 was in the 

amount of €13,448,715. The Municipality has signed Memorandum of Understanding with 

different Ministries for the execution of capital projects. However, as a result of the lack of 

clear ownership on these facilities in the co-financing agreement with the Municipality, the 

Municipality's assets register, in the amount of €544,588, was not attached to the assets.   

• Assets under €1,000 were not recorded by the Municipality in the amount of €41,269, out of 

which the total assets registered for 2018 is in the amount of €17,972, while the value of the 

purchased goods, in the category under €1,000 was €51,753. 

Lack of controls in budget planning, execution and recording of expenditures as well as inadequate 

asset management was the cause to lead to this situation. Our opinion is not modified for these 

issues:  

Responsibility of Management for AFS  

The Mayor of the Municipality of Shterpce 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. 

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

making those risk assessments, the auditor considers internal control relevant to the entity’s 

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

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

the entity’s internal control.  

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

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

presentation of the financial statements. 

2.2 Compliance with AFS  and other reporting requirements  

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

requirements. We considered: 

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

Organisations; 

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

 Law on Local Government Finance no. 05/L-108 of no. of 03/L-049; 

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

Assets Management; 

 Budget Law requirements for 2018; 

 Action Plan on implementation of recommendations; 

 Procurement plan and reports on procurements conducted;  

 Requirements of Financial Management and Control (FMC) procedures; 

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

operational (performance) reports;  

 Quarterly report for the Municipal Assembly and discussions about IAU and CAO reports 

by MA.  

AFS contained some errors, mainly regarding assets disclosures and expenditure classification, 

which are presented in detail under the Emphasis of Matter in Audit Opinion. In addition to issues 

presented under Emphasis of Matter of Audit Opinion, we have identified a number of errors in 

AFS disclosures, such as:   

 Article 14 – Borrowing was wrongly presented as budget (€11,000) and as execution (€4,000); 

and  

 In item 16, the report on receivables, accurate receivables were not presented on behalf of 

business taxes.  
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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 

in all material aspects.  

In the context of other external reporting requirements, we ascertained that Municipality has not 

received the annual performance report which is a legal requirement of the Municipality.  

2.3 Recommendations related to Annual Financial Statements 

Recommendation B1 The Mayor should ensure that an analysis has been made to determine the 

reasons for not addressing the significant risks related to the completeness 

of the assets and the fair classification of expenditures. Specific actions 

should be undertaken to address the causes systematically to ensure correct 

evaluation of capital assets. The Mayor should also ensure that effective 

processes are established to confirm that the AFS production plan for 2019 

addresses all issues pertaining to compliance. This should also include 

reviewing the AFS by Management with particular focus on high-risk areas 

and/or areas where errors were identified in previous years. The 

Declaration made by the Chief Administrative Officer and Chief Financial 

Officer should not be signed unless all the 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, human resources as well as assets and liabilities. 

Financial Management and Control Conclusion 

Due to inconsistent implementation of the regulation, the area of Capital Investments expenditure 

remains challenging. Also in the context of financial system, procurement controls in general have 

not effectively been managed. Key areas where improvements are needed are the budget execution 

of the Capital Investments, including specific procurement requirements, as well as budgeting and 

classification of expenditures in accordance with the Treasury rules. Personnel management still is 

a challenge, especially in hiring and dismissing personnel in education. 

In general, revenue controls are not adequate and are not applied effectively, especially with the 

collection of tax business revenues, because the Municipality does not carry out adequate controls 

in the implementation of punitive measures in cases of non-payment of taxes determined, causing 

an increase in receivables on behalf of these revenues. Other areas where controls should be 

enhanced are the expenditures for Goods and Services, especially in the contracts for the 

maintenance of medical equipment.  
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3.1 Budget Planning and Execution 

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

This is highlighted in the following tables: 

Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget1 
2018 

Outturn 
2017 

Outturn 
2016 

Outturn 

Sources of Funds   3,746,219 3,905,937 3,659,526 3,368,668 3,030,104 

Government Grant -Budget  3,431,800 3,422,856  3,410,607 3,146,646 2,824,762 

Carried forward from previous year2  0 135,315 123,079 93,690 177,512 

Own Source Revenues3 303,228 303,228 92,572 128,332 27,830 

Domestic Donations 0 28,871 28,871 0 0 

Borrowings   11,191 15,667 4,397 0 0 

The final budget is higher than the initial budget by €159,781. This change is a result of savings of 

Government grant in the amount of €8,944, own source revenues carried forward from 2017 in the 

amount of €135,315, donations received from Helvetas in the amount of €28,871 and increase of 

funds from borrowings by €4,476.  

In 2018, the Municipality spent 94% of the final budget or €3,659,526, with an increase in execution 

of 4% compared to 2017 (90%).  

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 

3,746,219 3,905,937 3,659,526 3,368,668 3,030,104 

Wages and Salaries 2,114,723 2,105,779 2,105,779 2,007,448 1,981,127 

Goods and Services  419,197 441,271 408,401 339,606 305,423 

Utilities 81,625 81,625 81,278 68,718 81,555 

Subsidies and Transfers 2,877 4,631 0 1,315 3,837 

Capital Investments  1,127,797 1,272,631 1,064,068 951,581 658,162 

                                                 
1 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance.  
2 Own Source Revenues unspent in previous year carried forward into the current year. 
3 Receipts used by the entity for financing its own budget.  
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In the following has been provided an explanation for changes in budget categories, their initial and 

final allocation, as well as changes in expenditures affecting the changes in the overall level of 

expenditures: 

• The increase of budget for Goods and Services was caused by the carrying forward of 

revenues from 2017 in the amount of €22,074. Execution was at the level of 93%; 

• The budget for Subsidies and Transfers increased by €1,754 from own source revenues 

carried forward from 2017. Although the budget from this category is only €4,631, there was 

no spending in this category. Based on the statements of officials, the needs were much higher 

than the budget itself, and because the requests were not covered, no subsidy was awarded 

during the year; 

• The final budget for Capital Investments compared to the initial budget increased by €111,486 

as a result of revenues carried forward from the previous year. Compared to previous year, 

the Municipality has marked an increase of budget execution for this category by 9%, the 

level of final budget execution in 2018 was 84%.  

Other than the data shown in the table, the Municipality of SHTERPCE during 2018 had also Capital 

Investments in the amount of €621,327 funded by the Ministry of Local Government Administration 

(MLGA) in total amount of €69,956, Ministry for Return and Communities (MCR) in total amount 

of €551,371.  

3.1.1 Revenues  

For 2018, Municipality planned to collect revenues in the total value of €303,228 (including indirect 

revenues €54,500). Municipality exceeded the plan by 19%, collecting revenues in the total value of 

€296,511 from the planning of €248,728. While indirect revenues from Police, Forest Agency and 

Courts although being planned at €54,500, only €36,254 were received.  

Municipality collected the largest part of revenues from property tax (46%), while indirect revenues 

have been increasing drastically, 93% more than in 2017.  

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2018  

Receipts 
2016 

Receipts 
2015 

Receipts 

Own source revenues  303,228 303,228 296,511 228,679 236,832 

From all revenues available, Municipality spent €215,651. Unspent own source revenues from 2017 

and 2018 to be carried forward to 2019 amount to €252,429.   
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Recommendation   
 

Issue A 1 – Deficiencies in property tax management 

Finding  Audit of revenues based on Law no. 03/L-204 on Taxes on Immovable 

Property has identified the following irregularities: 

• In 5 cases of taxpayers possessing more than one residential 

immovable property, the system implements a €10,000 deduction for 

all properties and classifies them as a primary residence. This is in 

contradiction with the Law on Taxes on Immovable Property, Article 

9 which permits a deduction of €10,000 for primary residence only; 

• In one case the financial card has presented a wrong record of the 

unpaid payment. According to the financial card, the taxpayer paid 

the value of €4,322.80 on behalf of the property tax for 2018, while it 

did not appear at all in the report of this revenue. The real debt of this 

taxpayer for 2018 amounts to €3, while at the end of the year, the 

taxpayer was in prepayment in the amount of €4,319.80; 

• In the other case, the taxpayer’s data have not been calculated in the 

system. For the category of the building, the Fish Farm in zone IV the 

value was set at €100 per m2, instead of €350 per m2 as foreseen; and, 

• In seven (7) cases it has been ascertained that taxpayers have not paid 

taxes for several years, therefore their debts are high, while the 

Municipality has in no case acted in accordance with AI no. 07/2011 

on Orders of banning utilities for failing to pay property tax. As 

according to Articles 18 and 19 of the Law no. 03/L-204 on taxes on 

property, which sets out compulsory payment and loss of property.  

Risk Lack of assessment in accordance with legal acts has a financial impact, which 

in particular cases is to the prejudice of the Municipality and to the benefit of 

taxpayers and vice versa. Delays in updating the financial card and invoice 

cause ambiguity and non-connectivity with the data presented. 

Recommendation A1 The Mayor should order the property tax officer to conduct regular analysis 

of the list of taxpayers, as well as to send last remarks to all owners of private 

buildings whose debts are particularly high to ensure that the rules of legality 

are used in accordance with laws and regulations. In particular, mechanisms 

to identify taxpayers who possess more than one residential area should be 

established and the correct categorization of buildings for the calculation of 

the tax equity should be applied.    
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3.1.2 Wages and Salaries 

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

which is not integrated with the personnel’s database, but provides an effective control and salary 

system which corresponds to the municipal level. Controls operated locally by the Municipality 

relate to calculation of salaries based on contracts and laws in force. The Municipality updates 

salaries on a monthly basis before the payroll list is made and all changes are made in a timely 

manner. 

Recommendations  

Issue B2 –  Engagement through special service agreements without procurement procedures  

Finding  The Municipality continues to engage employees through special service 

agreements without simplified employment procedures, which is in 

contradiction with the Law no. 03/L-149 on Civil Service, Article 12, 

paragraph 4, according to which simplified employment procedure are 

applied for such appointments. During 2018, seven employees were engaged 

in the Municipality through special services agreements and the payments for 

these services during the year amount to €2,787, including contract payments 

from 2017. The contract period in one case exceeded the deadline, which is 

allowed by the Law on Civil Service of the Republic of Kosovo, Article 12. The 

positions for which these agreements have been concluded are mainly for the 

maintenance of parks and squares. According to the statement of Chief 

Financial Officer, the reason for such engagement was the MoF that did not 

allow to increase personnel.  

Risk The neglect of employment procedures decreases competition and increases 

the risk of engaging inadequate persons for certain positions. The term of the 

contract exceeding six months is in contradiction with legal provisions. 

Recommendation B2  The Mayor should ensure that employees with special service agreements are 

engaged only when there are special requirements and that simplified 

employment procedures are applied for those services, which will not last 

more than six months. For all job positions, funds should be ensured to be 

budgeted from the category of Wages and Salaries and that payments should 

be made through the payroll system.  
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Issue A 2 – Failure to comply with the law and regulations regarding the dismissal of employees  

Finding  We found that Management of the Education Department terminated 

unilaterally the employees contracts according to a decision dated 07.08.2018, 

in two cases before they expired, with the reasoning that employees did not 

meet the work obligations. According to the Law on Labour No. 03/L-212, 

violations committed by the Management of the Municipality during the 

dismissal of these employees are based on the fact that there are no arguments 

that the employees were notified in writing that they were not fulfilling the 

work obligations, there is no evidence either that employees were previously 

notified of the termination of the contract. Based on the omissions identified 

when dismissing the employees, it is concluded that the cause was non-

professionalism of those responsible persons to apply this procedure. 

Risk The Municipality risks facing justice due to lack of professionalism, dismissal 

of employees and according to inappropriate decisions for the Municipality 

as well as financial losses. 

Recommendation A2 The Mayor should determine the responsibilities of those who by their actions 

brought the Municipality into this disadvantageous situation and should 

undertake the measures foreseen in accordance with the law and strengthen 

internal controls that the Law on Labour and the applicable Administrative 

Instruction are applied when dismissing other employees.  

Issue B3 – Failure to respect the law and regulations when hiring employees  

Finding  On 27.02.2018, the Municipality of SHTERPCE announced a vacancy for 

hiring a teacher in the “Staja Marković” school. The audit procedure for hiring 

this employee detected the following irregularities: 

• When the competition was announced, the conditions and the criteria of 

were not clearly defined; 

• The evaluation form, namely the list of points compiled by the 

commission did not contain the number of points earned; 

• There are no records of the selection commission for earned points 

regarding professionalism; 

• No legal advice was stated in the decision for the final selection on the 

basis of which unsatisfied candidates could file complaints, because the  

complaints commission has not been appointed at all; 
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• The decision on final selection was issued on 09.03.2018, the contract 

with the selected candidate was signed on 01.03.2018, namely prior to 

the decision of the commission. 

Based on the omissions identified during the competition for the admission 

of new employees, systematic violations of the applicable law and regulations 

have been repeated, despite the similar recommendation made last year. 

Risk Municipality of Shterpce may, due to the deficiencies made during the 

competition procedures on different grounds, face court lawsuits from 

dissatisfied candidates, as well as face the failure to meet the work obligations 

from the selected candidate with insufficient qualification. 

Recommendation B3 The Mayor should determine the individual responsibilities for violating the 

law when applying the competition procedures and should strengthen 

internal controls that when hiring new officials in the future, the applicable 

labour law and regulations are respected. 

3.1.3 Goods and Services and Utilities  

The final budget of Goods and Services in 2018 was €522,896, out of which €489,679 or 93% were 

spent from the budget allocated for this category. Those relate to Utilities, contractual services, 

regular maintenance, etc.   

Recommendations 

Issue A 3 – Payments without sufficient evidence on services delivered  

Finding  On 16.08.2016, the Municipality entered into a three-year framework contract 

“Maintenance of medical equipment for primary and secondary health care” 

in the amount of €89,814, whereby the financial offer generally determines 

the maintenance/servicing of the apparatuses in a three-year period, not 

mentioning the service form, specification of parts, etc. 

Based on this contract, two payments were made during 2018 in the amount 

of €59,813 for the maintenance of medical products such as their 

mechanical/electrical condition. There are cases when the apparatuses are 

serviced in this form for 13 days, in very few cases calibration is evident or 

the replacement or whatever part or repair of the damage.  In addition, 

maintenance was done for medical equipment, not registered as property in 

the KFMS. 
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Therefore, the number of services accepted was not correctly stated in the 

admission report, due to poor specification of the basic maintenance contract, 

deficiencies in acceptance of services are highlighted , therefore we consider 

that expenditures have no real evidence/support for payment and spending 

of public money. This is because of the non-functioning of controls when 

specifying the service and contract execution. 

Risk Deficiencies in the technical specification of the contract have resulted in 

insufficient certainty of positions and improper acceptance to be proven 

risking even improper payments due to the inability to measure or verify the 

service. 

Recommendation A3 The Mayor should take measures and actions through which payments are 

made only for clearly specified requirements.  

Issue A 4 – Contracting without sufficient funds  

Finding  According to the Operational Guidelines for Public Procurement, Article 8 , 

paragraph 8.1, The CA shall initiate a procurement activity only after it has 

conducted a formal needs assessment clearing up, why exactly the 

procurement has to be done. Assessment shall include a clear indication of 

the works, services or supplies required; the estimated value of the works, 

services or supplies; and other information. The contract “Insurance of official 

vehicles of the Municipality of Shterpce” was contracted in the amount of 

€5,148.34, and according to the statement on the needs and availability of 

funds, the foreseen assets were €4,920, due to inadequate functioning of 

controls in processing real needs.  

Risk Entering into liabilities without the commitment of necessary funds increases 

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

obligations that may become burden for the upcoming budget. 

Recommendation A4 The Mayor should strengthen the controls during project development, 

ensuring that before the initiation of the procurement, each project has 

sufficient funds for its execution.  
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Issue A 5 - Lack of acceptance by the final users  

Finding  The Municipality has signed a contract “Purchasing and cutting of beech 

wood for heating for all schools in the Municipality of Shterpce” in the 

amount of €40,597. Upon receipt of the shipment, the delivery form should 

be signed by the final user (recipient). In this way, the order of goods and 

their use for the intended purpose is justified. For two payments with a total 

value of €8,694, the forms for accepting the goods were not used by the School 

Principals and the responsible personnel. This is a lack of controls on the 

receipt of goods and services.  

Risk Receipt of goods by persons or institutions that do not use the ordered goods 

or services loses the trace that the goods or services requested have been 

delivered to the final user. 

Recommendation A5 The Mayor should establish controls on the receipt of the ordered 

goods/services to ensure that there is clear evidence that the goods requested 

have been delivered to the final users.  

Issue A 6 - Failure to use the purchased goods  

Finding  The Municipality has signed a contract for “Purchase of special medical 

equipment” with an individual value of less than €1,000 with an amount of 

€27,280. The shipment is delivered, but the goods have not been used yet, the 

goods are in the municipal storages. This is so because the building where the 

equipment will be placed is not finished yet and the planning for the supply 

of equipment at the time was not well planned. 

Risk Failure to use goods purchased and accepted presents a risk of misuse and 

misappropriation. At the same time, storage of the equipment for a long time 

and not using them can endanger the expiration of the use / depreciation 

time. 

Recommendation A6 The Mayor should ensure that procurement needs planning is well 

implemented before any required shipment of goods or equipment are 

requested. 

3.1.4 Subsidies and Transfers  

The final budget of Subsidies and Transfers was €4,631. Municipality during the year has not spent 

the funds allocated for subsidies.  

Recommendations 

We have no recommendations in this area.  
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3.1.5 Capital Investments  

The final budget of Capital Investments was €1,272,631. From this budget during 2018 are spent 

€1,064,068. These expenditures were used for the construction of local roads, sewage systems, 

educational facilities and special medical equipment. 

Recommendation 

Issue B4 – Inadequate needs assessment  

Finding  Based on the requests of the Director of Education, Culture and Sports on 

20.06.2018, the Procurement Department announced the tendering procedure 

and signed a contract with an EO on 23.08.2018 in the amount of €32,417 for 

“Renovation of the SH.M schools” Kongresi i Manastirit, SH.M “Ramiz 

Cokli”, SHF “Anton Santori” and SHF “Osman Mani” in the Municipality of 

SHTERPCE. After the expiration of the contract, the Municipality entered into 

a new contract with the EO on 04.12.2018 in the amount of €11,847 for 

“Renovation of Schools SH.M” Kongresi i Manastirit of Osman Mani “The 

value of the works carried out amounts to €44,816. This is due to the lack of 

controls on application of exact quantities and accounts by the requesting 

unit. 

Risk Inadequate needs assessment leads to the repetition of tendering procedures 

and undertaking of unnecessary procurements, namely unreasonable 

spending of public money.  

Recommendation B4  The Mayor should ensure that controls are established in the coming period 

when determining the exact needs so that there is no repetition of tender 

procedures.  
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Issue B5 – Payments without evidence for co-financed projects  

Finding  Based on a contract signed in 2017, the Municipality in co-financing with 

UNDP Kosovo for the implementation of the project “Integrated Territorial 

Development 2” paid €30,000 on 10/04/2018 from the Capital Investments 

category without the acceptance report and without an invoice, which would 

confirm the counter value of these expenses. The Municipality being unable 

to monitor, it is not clear that the projects have been completed according to 

the expected quality and whether the value for money is achieved. 

Risk Given that the municipality does not have the guarantee/assurance 

mechanisms that the agreements will be implemented as defined, there is a 

real risk that the agreements will not be executed, that the goals will not be 

achieved and the funds spent will not be returned.  

Recommendation B5  The Mayor should ensure that all payments are supported by evidence. The 

Mayor should ensure that controls on the implementation of these agreements 

are strengthened, in particular by seeking periodic reports from partners on 

the progress made against the funds spent. The Municipality should prepare 

the final report for the implementation of the projects funded so far.  

Issue C1 -Weaknesses in contracting projects financed through Memorandum of Understanding  

Finding Based on Memorandum of Understanding, MLGA and MCR have financed 

municipal capital projects in the amount of €621,328. The value invested by 

MLGA was €69,597 and MCR €551,372, which were used to support road 

construction, video observation system installation, new street lights 

construction, and regulation of school yards. The agreement foresees that the 

Municipality will carry out the procurement procedure and project 

supervision, while after the completion of works investments are transferred 

to the ownership of the Municipality. The Municipality is obliged to prepare 

some documents such as contract; invoice; the decisions of the supervisory 

commission; report on the works finished, etc. After completing the 

documentation, MLGA and MCR effect payment to the contracted Economic 

Operators (EOs). The identified weaknesses are as follows: 
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• Failure to adhere to legal deadlines - Control, evaluation and 

comparison of tenders. According to PPL and the Operational 

Procurement Guidelines, “The procedure of control, evaluation and 

comparison of tenders should be performed by the CA within the 

shortest time and not later than 30 days from the day of the bids 

opening. In the project “Road repairs in Shterpce” funded by MCR, in 

the amount of €282,695 “, the minutes for the opening of tenders was 

compiled on the 19.06.2018, while the tender evaluation report on 

31.07.2018. 

• Lack of documentation - the executive project - In the same project, 

the Memorandum has foreseen (Article 4, paragraph 4.7) that the 

Municipality is obliged to provide and execute the payment of the 

executive project. However, works and payments have been made 

without the existence of the executive project. The Municipality has 

not applied this request even earlier and officials have not provided 

adequate explanation why this procedure has not been respected. 

• Lack of Funds Commitment - On 05.12.2018, an annex of the 

Memorandum of Understanding was signed between the MCR and 

the Municipality of Shterpce. Based on Financial Rule 01/2013, Article 

15, no contract should be signed without a commitment generated by 

KFMIS for the current fiscal year. In the “Reconstruction of the sports 

fields in Sh.A” Staja Markovic “and SHET “Jovan Cvijic” in the 

amount of €154,720, a contract was signed with the EO without new 

commitment of funds/money. The negligence of the procurement 

office for timely commitments of funds has brought us to this 

situation.  

Risk Failure to respect the PPL requirements for deadlines leads to the suspicion 

of the tender evaluation processes. Entering into liabilities without the 

commitment of funds increases the possibility of remaining without money 

due to the increase of unpaid liabilities at the end of the year. The 

commencement of projects in the absence of final documentation in 

accordance with the requirements of the Construction Law may affect quality 

as well as delays in the execution of these projects. 

Recommendation C1  The Mayor should ensure that tendering procedures are conducted in 

accordance with the PPL procedure and within the foreseen deadlines that 

contracts are signed after signing the fund availability report and ensure the 

necessary documentation for the projects in accordance with the requirements 

of the Law on Construction as well as the requirements set out in the 

Memorandum of Understanding. 
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3.2 Capital and non-capital assets  

We have tested the initial status, property purchase within the year, including Capital Investments 

and the purchase of equipment in the amount of €1,000 for Goods and Services as well as regularity 

in recording the available goods. We also carried out the physical review in order to verify the 

existence of the property. 

Recommendation  

Issue B6 – Deficiencies in assets management  

Finding  We have reviewed whether the registration process and the manner of 

keeping records complies with the requirements of the MoF Regulation no. 

02/2013 on the Management of Non-financial Assets of Budget 

Organisations. 

During the audit, we have noticed that the Municipality has shown 

deficiencies in asset management as follows: 

• The Municipality still does not possess internal procedures on asset 

management in accordance with Treasury Requirements 02/2013; and 

• There is no commission established for registration and evaluation of 

assets as required by the Regulation on Asset Management no. 

02/2013 Article 19 and 21. 

Risk Failure to update the assets register, the lack of supporting documentation 

for the assets presented in the register, inadequate registration and the non-

harmonization of inventory status with the accounting registry situation 

increases the risk of misuse or loss of assets, and the value of the 

organisation's property presented in the AFS will not be correct. 

Recommendation B6  The Mayor should ensure that controls on asset management and reporting 

are enhanced so that management and reporting are implemented in 

accordance with legal requirements. It should be ensured that the co-

financing agreements with the Ministry clarify ownership of the facilities after 

their construction. It is also indispensable to increase the co-operation 

between asset officers and Treasury officers in order to enable the registration 

of new investments in existing facilities as an additional element in the base 

value of the facility.  
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3.3 Receivables  

In 2018, receivables present a growing trend because the Municipality presented receivables in the 

amount of €2,121,970, compared to €1,844,180, which were in the previous year. This  is due to 

ineffective policies, which were implemented by Management and due to the lack of a strategy for 

payment of these debts. 

The taxpayer registration system is centralised in the property tax database, which transfers 

information to all municipalities in Kosovo and is maintained by the property tax department at the 

Ministry of Finance (MoF). 

Each municipality is obliged to conduct verification, namely to manage the input of tax information 

within the database, with all information, including property tax, property address, owner and 

user's address, land and buildings data, property value, tax rates, tax liabilities and tax payment 

recordings.    

Recommendation 
 

Issue B7 – Inadequate management of accounts receivable  

Finding  Although the Municipality continues to make efforts to collect debts from 

property tax, which on 31.12.2018, according to the MoF report, they mounted 

to €1,923,987, despite this, the Municipality managed to collect by the end of 

2018, the value of €137,670 or only 7% of the total debt value. On the one hand, 

property tax debts from one year to the other are increasing as ascertained 

during the audit, from the large number of taxpayers who have never paid 

the property tax. 

While on one hand we have a continuous increase of receivables, on the other 

we have understatement of receivables due to large number to whom 

deduction was enabled from payment, due to the use of the primary housing 

facilities that were used for some time for rest and recreation as well as due 

to the decrease of the value of the facilities, through the registration of the 

erroneous fees or registration of payments that do not exist. 

It should also be noted that the value of receivables disclosed in the reports 

for 2018 is not correct because there are receivables for business taxes 

(activity) that is incorrectly reflected due to non-management of adequate 

payment records by municipal administration. These receivables have been 

constantly increasing in 2018, no payment has been made, while the financial 

director for issuing written decisions and remarks on debtors has remained 

unexecuted by the municipal tax manager. 



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

 

 24 

Inadequate internal controls, improper analysis, failure to update the 

database, non-reporting to Management for large debtors, inadequate 

management of records for payments, namely business tax receivables have 

led to the point where receivables from one year to the other are increasing, 

and the Municipality does not have accurate data on receivables. 

Risk Inexistence of adequate mechanisms and controls increases the risk of 

continued increase of these accounts, resulting in small funds for achieving 

the goals, and encourages other debtors not to pay their obligations. 

Recommendation B7 The Mayor should analyse the reasons about the continuous increase of 

receivables, both from property tax and business tax, and strengthen internal 

control to avoid their continued increase. And through the implementation 

of AI no. 07/2011 on the Orders of banning the Utilities, and  Articles 18 and 

19 of Law no. 03/L-204 on Taxes on Immovable Property, which are related 

to mandatory payment and loss of property, to impose payment of 

obligations to all taxpayers. 

3.4 Outstanding liabilities  

Municipal liabilities present the liabilities to suppliers, carried forward for payment in the following 

period. 

Potential liabilities present probable liabilities that arise on the basis of past occurrences, the  

existence of which will only be verified with the occurrence or failure to occur of one or more 

occurrences not entirely under the control of the auditee are these current liabilities that occur as a 

result of past occurrences but are not accepted because it is not believed that the request for the 

payment of liabilities will be submitted or the amount of liabilities may not have been properly 

assessed. The Municipality has presented potential liabilities related to various court disputes in the 

amount of €19,000, which is an increasing trend compared to 2017 when the value of potential 

liabilities was in the amount of €6,000.  

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 Organisations 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 particularly related to 

accountability, risk management and the quality of management reporting. The self-assessment 

questionnaire completed by Municipality reflects this situation only partially by means of some 

positive comments for the existence of existing management forms that are not supported by 

evidence. Other measures that were not fully established and which would support management 

development would be an effective response to the internal and external audit recommendations.  

During 2018, the Municipality engaged the company for drafting the Municipal Development Plan, 

the deadline for completion of which is November 2019. The Municipality has no strategic plan yet 

and does not carry out analyses for measuring the achievement of certain outcomes and certain 

goals in the municipal development strategy.    

4.1 Internal Audit System 

The Internal Audit Unit (IAU) operates with one auditor who is the Head of the unit. 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.  

In addition to the Strategic Plan, IAU has also prepared the Annual Work Plan, which plans to carry 

out six audits for 2017. IAU has carried out all planned audits to which it provided 27 

recommendations. The internal audit reports were prepared regularly by the IAU and was 

submitted to management according to the annual plan. IAU has continuously reported through 

quarterly reports on internal audit activities. 
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There is Audit Committee (AC) within the Municipality, which is composed of the Mayor and two 

members. During 2018, AC held 4 (four) meetings and reviewed internal audit reports and CAO 

reports for 2017. In the meetings held, requests to strengthen internal control and the need for 

municipal staff to act in accordance with Laws and internal regulations were made. 

Recommendations 

Issue C2 – Weak implementation of IAU recommendations  

Finding  Municipality Management has prepared the Action Plan for the 

implementation of IAU recommendations, but by the end of 2018, out of 27 

recommendations, the Municipality has implemented only seven (7) of them, 

while only one was in the process of implementation. 

Risk These results reflect the lack of Management's commitment to accept and 

maximise the benefits from internal audit, increases the risk of internal 

control set by the Management, does not function effectively and does not 

identify system deficiencies. 

Recommendation C2 The Mayor should take concrete actions to execute the Action Plan regarding 

the execution and implementation of recommendations given by IAU and ask 

from the responsible officials to whom the recommendations have been 

addressed to formally report on the implementation of the recommendations 

given. 

4.2 Management Reporting, Accountability and Risk Management 

Our control of management has highlighted poor financial reporting to senior management on 

expenditures and service delivery analyses. The form of management reports such as the assets form 

does not provide clear explanations on the possession and update of assets within the year. Directors 

of Directories such as Procurement Director, Finance Officer do not report on a weekly or monthly 

basis to the Mayor. The only form of reporting is the verbal reporting. A particular issue is also the 

segregation of duties of personnel where one official is responsible for one or more duties, and the 

reason for this is the lack of staff. Effective responsibility is focused on determining roles and 

responsibilities. 

Given that the Municipality is running into problems with the accuracy of the list of assets, the 

question that has always been mentioned in the external audit reports is that Municipal Assembly 

should pay particular attention to the assets report. The Municipal Assembly should request from 

the executive to provide the updated lists of municipal property and require from the Municipality 

to include additional sources of municipal property registration, control and evaluation at the same 

time to ensure that property registration and reporting are always made in the financial reports.  
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Recommendation  

Issue B8 – Lack of management of the risk management  control  

Finding  The Municipality has not established formal procedures for risk 

management, which means identification, assessment, response and control 

of occurrence or situations, which may have a negative impact on meeting 

the goals of the users of public money. No initial steps nor the responsibilities 

to address potential risks to the organisation have been assumed.  

As a result of the non-functioning of management controls, inadequate 

revenue management and tracing of accounts has led to situations where 

receivables are not disclosed at the correct value in the AFS. Management 

deficiencies have also been noted in the procurement area where the 

management of capital projects is to a halt, with generalised contracts for the 

identification of targeted investment projects. Receivables have increased 

although no appropriate measures have been taken to collect them. On the 

other hand, the factual situation of the assets was not maintained. The 

Municipality has no written policies and procedures either for risk 

management, in particular the risk of fraud and irregularities. 

The self-assessment questionnaire, which has been completed by the 

Municipality, has confirmed that the required risk management systems are 

not yet functional. This situation occurred because the Municipality did not 

develop a risk plan and did not analyse the procedures for identifying these 

risks in the institution. 

Risk Lack of effective risk management will reduce control over events and 

potential situations that may have a negative effect on the achievement of the 

objectives of users of public funds. Proactive actions needed to avoid the 

impact of these issues will not be undertaken in a planned and systematic 

manner. Failure to identify and analyse the risks adequately reduces the 

Management's ability to respond in a timely and appropriate manner to 

financial or operational challenges.  

Recommendation B8 The Mayor should ensure the risk assessment by identifying key objectives, 

potentially problematic areas and risk mitigation measures at an acceptable 

level. The direct responsibility of the delegated risk management is necessary 

from a relevant director who, in co-ordination with the unit managers, will 

manage this process and report on risk management on a monthly basis.  
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5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS resulted in 17 key recommendations. BO prepared/did not 

prepare an Action Plan stating how all recommendations will be implemented.  

At the end of our 2018 audit, three (3) recommendations have been closed unimplemented; three (3) 

recommendations have been implemented, two (2) were in process; and nine (9) have not been 

addressed yet. For a more thorough description of the recommendations and how they are 

addressed, see Table 4 (or Table of recommendations). 
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Table 4 Summary of prior year recommendations and of 2018 

No Audit area Recommendations  of 2017  Actions taken  Status 

1 AFS The Mayor should ensure that an 
analysis is undertaken to determine the 
causes for not addressing important 
risks related to the completeness of 

assets. Specific actions should be taken 
to address the causes in a systematic 
manner to ensure accurate assessment 
of capital assets.  This process should be 

monitored officially by the Mayor, and 
he should also ensure that effective 
processes are in place to confirm that 
the 2018 AFS production plan formally 
addresses all compliance issues related 

to the AFS. This should also include 
Management review of the draft AFS 
with specific focus on high risk areas 
and/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 draft AFS. 

There are still 
deficiencies with 
property 
registration which 

causes repetition 
of emphasis of 
matter.   

 

Recommendation 
unimplemented, 
B1. 

 

2 Budget 
process 

The Mayor should ensure that budget 
performance is monitored 
systematically on a monthly basis and 
that this review identifies and 

addresses obstacles that hinder 
implementation of the budget at the 
planned level. This activity should be 
preceded by an adequate planning 
process, and established objectives in 

relation to the municipal budget. 

The Municipality 
marked an 
increase of budget 
expenditures in 

2018 but there is 
still room for 
improvement in 
the category of 
Capital 

Investments where 
execution is 84%. 
We consider it 
partially 

implemented. 

Recommendation 
closed 
unimplemented.  

3 Budget 

process 

The Mayor should ensure that accurate 

planning in adequate expenditure 
categories, is initially done and no 
expenditures should be incurred 
without proper justification.  

The Municipality 

has misclassified 
budget 
expenditures. 
(Refer to chapter 

Recommendation 

unimplemented. 
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2.1 Emphasis of 
Matter). 

4 Revenues  The Mayor should ensure that 
Municipality has plan for verifying 1/3 
of the property within its jurisdiction, 

with the intention of setting the 
property tax adequately for all 
buildings in the territory of the 
Municipality. 

The municipality 
has verified 785 
tax taxpayers' 

properties where it 
can be ascertained 
that during 2018 it 
implemented the 

verification plan 
for 1/5 of the 
property. 

Recommendation 
implemented.  

5 Wages and 
Salaries  

Should be taken all measures so that 
preparation of competitions in the 
future is done in line with legal 

provisions, so that all candidates have 
equal employment opportunities in 
educational institutions.  

We have identified 
deficiencies in the 
competition 

procedures.  

Recommendation 
unimplemented. 

6 Personnel 
Management  

The Mayor should ensure that within a 
short period of time is undertaken a 
systematic review of personnel files to 

ensure that they are completed with 
necessary documentation.  

We have not 
identified 
deficiencies in the 

personnel file.  

Recommendation 
implemented. 

7 Goods and 
Services  

The Mayor should analyse the reasons 
for not executing the procurement 
request. It is necessary to increase 
effective control when drafting 

requests, specifications, bill of 
quantities, and to define clearly all 
stages of works or services in order to 
eliminate irregular payments. 

Undertake checks to ensure that 
payments are consistent with the 
service provided.  

Same situation has 
repeated this year.  

Recommendation 
unimplemented. 

8 Goods and 
Services  

The Mayor should ensure that 
employees with special services 
agreements are engaged only in cases 

when there are specific requirements 
and these services should not last for 
more than six months. For all regular 
job positions should be ensured that 
they are budgeted out of the category of 

wages and salaries and are paid out of 
the payroll system. 

Audit has 
identified similar 
cases this year too.  

Recommendation 
unimplemented. 

9 Subsidies  The Mayor should strengthen internal 
controls so that funds allocated by the 

The Municipality 
has not incurred 
expenditures from 

Recommendation 
closed 
unimplemented.  
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municipality on behalf of subsidies are 
adequately justified.  

this category this 
year. 

10 Capital 
Investments  

The Mayor should ensure that initial 
planning is done according to adequate 
expenditure codes and that no 

expenditures are incurred without 
proper justification. All payments 
should be supported by evidence, and 
should ensure that controls over the 

implementation of these agreements 
are enhanced, in particular by 
requesting periodic reports from 
partners regarding the progress made 
with funds spent. Municipality should 

prepare final reports on execution of 
projects financed before. 

There is no 
assurance, 
feedback that 

works have been 
completed by co-
financing projects. 

Recommendation 
unimplemented.  

11 Common 
Issues on 
Goods and 
Services and 

Capital 
Investments 

The Mayor should ensure compliance 
with procurement rules/procedures, 
and adequate contract management to 
ensure value for money spent through 

procurement. Systematic oversight of 
contract implementation would 
increase assurance that contracts are 
implemented in accordance with 

contractual terms. 

The Municipality 
managed to 
implement the 
recommendation 

partially as this 
year too, we have 
identified 
weaknesses in the 

implementation of 
procurement 
procedures. 

In process of 
implementation.  

12  Assets  The Mayor should initiate the process 
of drafting internal regulations 
regarding assets recording and ensure 

that have been implemented all 
requirements regarding inventory and 
assets evaluation at the end of the year. 
Moreover, should be prepared 

inventory reports, results of which will 
be included in the AFS. 

Same weaknesses 
have been 
identified.  

Recommendation 
unimplemented.  

13 Receivables  The Mayor should analyse the reasons 
behind the increasing trend of property 
tax receivables and strengthen controls 
to prevent their further increase. A 

strategy and mechanisms should be 
established to enable identification and 
collection of accumulated receivables 
through introduction of conditions of 
some of the municipal services based 

on evidence on payment of property 
tax. In addition, it is necessary for the 
Municipality to manage properly 

The Municipality 
has not applied 
mechanisms for 
the collection of 

receivables.  

Recommendation  
unimplemented.  
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accounts receivable on behalf of 
business tax.  

14 Outstanding 
Liabilities  

The Mayor should ensure that the 
finance department takes specific 
measures so that all liabilities are 

recorded and paid in a timely manner, 
while potential liabilities should be 
handled with caution during the 
upcoming budget planning.  

We have not 
identified 
weaknesses in the 

management of 
liabilities during 
the year.  

Recommendation 
implemented.  

 

15 Progress in 
implementin

g 
recommenda
tions 

The Mayor should ensure that 
implementation of Action Plan is 

monitored regularly and reported on 
monthly or quarterly related to the 
progress achieved in this regard. 
Recommendations that are not 

implemented according to deadlines 
should be revised in the shortest time 
possible by the Mayor, and undertaken 
pro-active actions against obstacles 
encountered during implementation. 

Recommendations from earlier years 
should also be implemented as soon as 
possible.  

The Municipality 
has not addressed 

a large portion of 
recommendations.  

Recommendation 
closed 

unimplemented.  

16 Internal 
Audit  

The Mayor should take specific actions 
to prepare an action plan related to 

recommendations of the IAU and to ask 
from responsible officials to whom 
recommendations have been addressed 
to report on the formal request related 
to the implementation of these 

recommendations.  

IAU 
recommendations 

were not 
addressed.  

In process of 
implementation. 

 

17 Management 
reporting  

The Mayor should ensure that is 
produced a list of potential risks and 
determined measures and personnel 
responsible for management of these 
risks.  

There are still 
weaknesses in risk 
management and 
reporting.  

Recommendation 
unimplemented.  

No Audit area Recommendations of 2018 

 

1 Recommend

ations 

regarding 

Annual 

Financial 

Statements  

The Mayor should ensure that an analysis has been made to determine the reasons 
for not addressing the significant risks related to the completeness of the assets 
and the fair classification of expenditures. Specific actions should be undertaken 

to address the causes systematically to ensure correct evaluation of capital assets. 
The Mayor should also ensure that effective processes are established to confirm 
that the AFS production plan for 2019 addresses all issues pertaining to 
compliance. This should also include reviewing the AFS by Management with 

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

2 Revenues  The Mayor should order the property tax officer to conduct regular analysis of the 
list of taxpayers, as well as to send last remarks to all owners of private buildings 
whose debts are particularly high to ensure that the rules of legality are used in 

accordance with laws and regulations. In particular, mechanisms to identify 
taxpayers who possess more than one residential area should be established and 
the correct categorization of buildings for the calculation of the tax equity should 
be applied.    

3 Wages and 

Salaries  

The Mayor should ensure that employees with special service agreements are 

engaged only when there are special requirements and that simplified 

employment procedures are applied for those services, which will not last more 

than six months. For all job positions, funds should be ensured to be budgeted 

from the category of Wages and Salaries and that payments should be made 

through the payroll system. 

4 Wages and 

Salaries 

The Mayor should determine the responsibilities of those who by their actions 
brought the Municipality into this disadvantageous situation and should 
undertake the measures foreseen in accordance with the law and strengthen 
internal controls that the Law on Labour and the applicable Administrative 

Instruction are applied when dismissing other employees.  

5 Wages and 

Salaries 

The Mayor should determine the individual responsibilities for violating the law 

when applying the competition procedures and should strengthen internal 
controls that when hiring new officials in the future, the applicable Labour Law 
and regulations are respected. 

6 Goods and 
Services, and 

Utilities  

The Mayor should take measures and actions through which payments are made 
only for clearly specified requirements. 

7 Goods and 

Services, and 
Utilities 

The Mayor should strengthen the controls during project development, ensuring 

that before the initiation of the procurement, each project has sufficient funds for 
its execution.  

8 Goods and 
Services, and 
Utilities 

The Mayor should establish controls on the receipt of the ordered goods/services 
to ensure that there is clear evidence that the goods requested have been delivered 
to the final users.  

9 Goods and 
Services, and 

Utilities 

The Mayor should ensure that procurement needs planning is well implemented 
before any required shipment of goods or equipment are requested. 

10 Capital 

investments  

The Mayor should ensure that controls are established in the coming period when 

determining the exact needs so that there is no repetition of tender procedures.  

11 Capital 
investments 

The Mayor should ensure that all payments are supported by evidence. The 
Mayor should ensure that controls on the implementation of these agreements are 
strengthened, in particular by seeking periodic reports from partners on the 
progress made against the funds spent. The Municipality should prepare the final 
report for the implementation of the projects funded so far. 
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12 Capital 
investments 

The Mayor should ensure that tendering procedures are conducted in accordance 
with the PPL procedure and within the foreseen deadlines that contracts are 
signed after signing the fund availability report and ensure the necessary 

documentation for the projects in accordance with the requirements of the Law on 
Construction as well as the requirements set out in the Memorandum of 
Understanding. 

13 Capital and 
Non-capital 
Assets  

The Mayor should ensure that controls on asset management and reporting are 
enhanced so that management and reporting are implemented in accordance with 
legal requirements. It should be ensured that the co-financing agreements with 

the Ministry clarify ownership of the facilities after their construction. It is also 
indispensable to increase the co-operation between asset officers and Treasury 
officers in order to enable the registration of new investments in existing facilities 
as an additional element in the base value of the facility. 

14 Receivables  The Mayor should analyse the reasons about the continuous increase of 
receivables, both from property tax and business tax, and strengthen internal 

control to avoid their continued increase. And through the implementation of AI 
no. 07/2011 on the Orders of banning the Utilities, and  Articles 18 and 19 of Law 
no. 03/L-204 on Taxes on Immovable Property, which are related to mandatory 
payment and loss of property, to impose payment of obligations to all taxpayers.  

15 IAU  The Mayor should take concrete actions to execute the Action Plan regarding the 
execution and implementation of recommendations given by IAU and ask from 

the responsible officials to whom the recommendations have been addressed to 
formally report on the implementation of the recommendations given. 

16 Management 
Reporting, 
Accountabilit
y and Risk 

Management 

The Mayor should ensure the risk assessment by identifying key objectives, 
potentially problematic areas and risk mitigation measures at an acceptable level. 
The direct responsibility of the delegated risk management is necessary from a 
relevant director who, in co-ordination with the unit managers, will manage this 

process and report on risk management on a monthly basis. 

 

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. 

Determining the type of modification to the auditor’s opinion 

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

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

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

appropriate audit evidence, may be materially misstated; and 

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

on the financial statements. 

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

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

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

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

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

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

material and pervasive to the financial statements. 

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

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

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

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

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

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

remove the limitation. 

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

correspond with the type of opinion expressed. ISSAI 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. 

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  

Honoured, 

We hereby confirm that: 

• We have received the draft audit report of the National Audit Office on the 2018 Annual 

Financial Statements of the Municipality of Shterpce 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. Bratislav Nikolic 

Data:  03.06. 2019 SHTERPCE 

 

 


