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Executive summary
The audit report “Projects funded by the Municipal Performance Grant SDC/DEMOS” for
2020, has been produced based on the agreement between the National Audit Office and the
Swiss Agency for Development and Cooperation (through the Municipal Decentralisation
and Support Project). The purpose of this audit was to assess whether the spending on and
management of the capital projects of the Municipal Performance Grant co-funded by the
Swiss Foundation in Kosovo/Decentralisation and Municipal Support Project complied with
the requirements of the agreement and whether these projects have achieved the intended
results.
The overall purpose of the Municipal Performance Grant is to encourage municipalities to
improve governance processes, which together with the improved policy framework lead to
delivery of better services to citizens. The appropriated grant is transferred to municipalities
under their organisational code and these funds are fully managed by the municipalities. For
the year 2020, 23 municipalities have benefited from this Grant, with a total amount of €2,4
million. We audited the projects in four municipalities, Peja, Mitorvica South, Kllokot and
Gjakova, amounting to €996,272 or 42% of the grant amount. The municipalities and the
audited projects have been selected by taking into account various and specific elements
related to the Grant.
The audit concluded that in general the Municipal Performance Grant has assisted
municipalities in achieving their strategic objectives and that the objective to deliver better
municipal services to citizens has also been achieved. In general, the audited municipalities
have applied the rules and adhered to the applicable procurement procedures, as provided
for by the requirements of this Grant.
However, more attention should be paid when it comes to the management of Grant projects
and funds, starting from setting of priorities, project implementation and results achieved. We
have found that there is room for improvement in some aspects of procurement process such
as: inclusion of the project in the public procurement plan, approximate calculation of the
estimated contract value, identification of changed items, and fair treatment of economic
operators during the bidding process.
Half of the audited projects were neither implemented in time nor being used by citizens fully.
Delays in projects implementation relate to delayed expropriation of private properties and
obstacles resulting from the implementation of two projects in the same area at the same time.
Despite the shortcomings, projects’ locations were convenient to and easily accessible by the
citizens, who were generally satisfied with the investments made in the areas they live in and
have welcomed the projects that have generated public benefits.
For purposes of improving the Municipal Performance Grant management, we have given
five individual recommendations under Chapter 5.
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Response from the auditees
The municipalities involved in the audit agreed with the audit findings and
recommendations. We encourage the municipalities involved in this audit to make every
effort to address the recommendations given.
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Introduction

In October 2010, the Swiss Federal Council and the Government of the Republic of Kosovo
(GRK) signed the Framework Agreement on financial, technical and humanitarian aid.
According to the Framework Agreement, the Swiss Agency for Development and
Cooperation (SDC) and the State Secretariat of Economic Affairs (SECO) in the Swiss Foreign
Economic Affairs Department are the Swiss authorities in charge of implementing the
technical and financial cooperation. The two authorities are represented in Kosovo by the
Swiss Cooperation Office in Prishtina.
Meanwhile, Kosovo’s authorities in charge of implementing the technical and financial
cooperation are the Ministry of Finance and the Department for Economic Affairs and
International Economic Cooperation under the Ministry of Foreign Affairs. Overall
implementation of this Agreement will be coordinated by the Ministry of European
Integration1. This agreement is the starting point of all cooperation agreements between the
Swiss and Kosovar governments.
In November 2014, another agreement was signed between the Government of the Republic
of Kosovo, represented by the Ministry of Local Government and Administration (hereinafter
MLGA), and the Government of Switzerland, represented by the Federal Department of
Foreign Affairs through SDC. The overall objective of the agreement is for the Government of
Switzerland to support Kosovo, through DEMOS Program, in its transition process towards a
democratic, decentralized state where municipalities exercise inclusive social governance and
deliver effective services responding to the priorities and needs of citizens. SDC has
contracted the HELVETAS Inter-cooperation Swiss Foundation (HSIK) to implement this
program.
The amount and destination of funds is defined in the Memorandum of Understanding signed
between MLGA and HSIK, followed then by tripartite agreements. DEMOS supports
municipalities for tangible improvement in the delivery of services to citizens through:
 Improved delivery of services in public premises, municipal traffic, and waste
management;
 Improved financial management and transparency;
 Improved democratisation of local powers and participation of citizens in decisionmaking; and by
 Contributing for an improved framework more aligned with the local governance
policies.
The overall purpose of GRK is to encourage municipalities to improve governance processes,
which, along with the improved policy framework, will lead to the delivery of better services
to citizens. By developing the competition between municipalities, GRK aims at fostering

1

Since March 2021 the Ministry of European Integration operates as a department under the Prime Minister’s
Office.
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positive changes in municipal behaviour in improving the democratic governance, financial
management and human resources, as well as transparency and integrity.

Audit Motive
The rules of GRK governing the way Grant is appropriated stipulate that a special annual
audit might be required on a randomly-selected group of municipalities for the purpose of
examining one or more aspects of public finance management in capital investment projects,
e.g. procurement processes, technical acceptance procedures on services, payments etc.
Therefore, the Swiss Government, through HSIK/DEMOS, has entered into a contract with
the National Audit Office to carry out this audit in order to obtain assurance that MPG is
serving the purpose it has been allocated for.
MPG is important in terms of amount and purpose. The amount allocated for projects to be
funded by MPG over four (4) years is nine (9) million euros, 2.5 million euros per year. In 2019,
upon joining the co-funding by SIDA, the amount of MPG increased to 2.75 million euros.
MPG aims at contributing to enhanced performance of the municipalities; therefore, the audit
of projects funded by the MPG provides an opportunity to assess this performance.
There were 23 municipalities that benefited from MPG in 2020. As long as MPG is meant for
all citizens of the respective municipality, they enjoy the right to be informed as to where and
how MPG funds have been spent. Therefore, by auditing these projects, NAO aims at
providing the donor and citizens with an overview as to how the MPG funds have been spent.
Furthermore, the 2018 and 2019 audit of the MPG highlighted weaknesses in the procurement
process from planning, procedure development, over to contract management. Weaknesses
were also identified when it comes to prioritisation of investment projects. These elements
have strengthened our motivation to continue with the MPG audit this year as well.

Audit objective and audit questions
The objective of this audit is to assess whether spending on and management of the capital
projects funded by the Municipal Performance Grant is in compliance with public
procurement rules and whether these projects have achieved their intended results.
With this audit, we aim at providing relevant recommendations to the municipal level and
other stakeholders on a better management of capital projects of the MPG co-funded by
HSIK/DEMOS, in order to improve their access to donations and the way they are invested
on.

4
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Audit questions
I.

Are the projects funded by MPG implemented in compliance with the public
procurement framework?
 To what extent have public procurement procedures been adhered to by the
municipalities?
 Has the contract been managed in accordance with legal requirements/criteria?

II.

Have the projects funded by MPG achieved the intended results?
 Have implemented projects been terminated in time and are they usable?
 Have citizens benefited from the implemented projects?

Audit Scope
We have audited four municipalities: Peja, Gjakova, Mitrovica South and Kllokot as well as
six projects which have spent a total amount of €996,272. We selected one project in each of
the municipalities, except for Peja where we selected three projects to audit given that there
were a total of 12 projects. The municipalities and projects to be audited have been selected
based on several criteria and by professional judgment. We considered the size of the
municipality (in terms of its territory and number of inhabitants), amount of MPG allocated
to the municipality, spending, number and type of projects, geographical coverage, etc.
This covers the Grant allocated for 2020. In order to address the audit objective and questions,
this audit covered the whole process, from the requests, inclusion of the project in the
procurement plan, tendering procedures, contract awarding, over to acceptance of the project.
For more information, refer to Annex I.

5
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Description of the audit scope

The Municipal Performance Grant implies a process wherefrom municipalities receive funds
based on their performance in selected areas. The minimum requirements that municipalities
must meet to qualify to benefit from MPG are: sound financial management and spending
75% or more of the capital investments budget. Government of the Republic of Kosovo and
SDC shall co-fund the MPG (MLGA budget allocation excluded).
MPG is allocated to municipalities based on the scoring in municipal performance as per a
number of indicators focusing on three main areas: democratic governance, municipal
management, and integrity and transparency.
For spending of the MPG, the existing government rules (which apply to capital investments
under the general grant) shall apply in terms of Grant use, Grant planning, and reporting and
accountability. Municipalities shall use local tendering, contracting, contract management,
and technical acceptance procedures. Municipalities may use the Capital Investment Grant as
per their priorities and needs, in accordance with Kosovo legislation.
The actors involved in the MPG allocation and management process, who signed the
agreements from the beginning of the cooperation between the Government of Switzerland
and the Government of the Republic of Kosovo, are shown in the following chart:

6
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Chart 1: Actors and cooperation agreements between Switzerland and Kosovo:
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3

Audit findings

This Chapter introduces the audit findings, which show the activities of the parties in charge
to ensure that spending and management of capital projects funded by the Municipal
Performance Grant is in line with the requirements of the agreement, and that these projects
have achieved the intended results.
The audit results are outlined in two sections related to the audit questions:
The first section covers:
o
o
o

Project management according to the requirements of the agreement,
Aspects of conducting procurement procedures; and
Contract management and acceptance of works/goods.

This section is shown in Chapter 3.1, and contains two findings.
The second section covers:
o
o

The results achieved through these investments; and
The extent these projects can be used by the citizens.

This section is shown in Chapter 3.2, and contains two findings as well
The findings shown are in ordinal number, and correspond to the same number of
recommendations in Chapter 5.

8
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3.1 The process of prioritisation of the projects where investments took
place
All the municipalities benefiting from the performance grant are obliged to apply the laws and
regulations of the Republic of Kosovo and the rules of MPG on those projects funded by this Grant.
In general, the audited municipalities have applied the enforced laws and regulations
governing the public procurement procedures and have complied with the Grant agreement,
but we found that, in some cases, there is still room for improvement regarding the
procurement process.
In the audited municipalities, we found that the open procedures of public procurement have
been followed, but they have faced several problems mainly related to procurement planning
and contract management. The following table gives an overview of the situation.
Table 1. Procurement procedures applied in each audited municipality
Municipality

Project Name

Procurement
Planning

Procurement
procedures

Contract
management

"Public lighting at the Centre, Dardani,
Kapeshnica and Lagja Mahmutaj" LOT 4

Yes

Yes

Yes

“Rehabilitation of public premises from Ura e
Gurit to the Office for Urbanism - part two ”LOT
6

Yes

Yes

No

“Rehabilitation of public premises and Healthcare
Centre in Kryshec village” LOT 7

Yes

Yes

No

Mitrovica
South

Rehabilitation of infrastructure in the new
neighbourhood, Frashër Village

No

Yes

Yes

Kllokot

Asphalting of the road " Jeta më e mirë " in Gërnçar
village

No

Yes

Yes

Gjakova

“Rehabilitation and construction of roads and
underground infrastructure in the Old Town"

No

No

No

Peja

For the audited projects, payments made during the year 2020 have been executed from
DEMOS funds. For the uncompleted works/projects, payments will be executed from the
Municipality’s budget.
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1. Implementation of public procurement procedures needs to be improved
In order to provide a transparent view of what the municipality is expected to invest in, projects planned
to be invested in over the year should be included in the annual public procurement plan. In order to
provide for the prerequisites to fully implement the project, Contracting Authorities (CAs) should,
before initiating any procurement activity, carry out a proper needs assessment by estimating the
approximate contract value and the allocation of funds. Moreover, municipalities and DEMOS should
sign a Memorandum of Understanding (MoU) specifying the name, value of the project and way of cofinancing.
In general, municipalities still need to improve some procurement steps, such as: procurement
planning, estimated contract value, consistency in naming completed projects compared to
project planning (under the Grant agreement) and fair evaluation of bids during the
procurement process.
Of the four audited municipalities, three of them did not have the project included in the
public procurement plan, one of them had exceeded the estimated contract value, in one case
the project name did not match with the one in the MoU and project implementation, and one
municipality had awarded the contract to the most expensive EO.
Municipality of Mitrovica South did not include the project "Rehabilitation of infrastructure in the
new neighbourhood, Frashër Village" in the procurement plan and exceeded the contract value.
Failure to include the project in the procurement plan occurred because the Municipality
understood of being one of the Grant’s beneficiaries after having submitted the final
procurement plan to the Central Procurement Agency (CPA). Despite this, it had timely
notified the CPA of the development of procurement procedure ensuring the availability of
funds (in the amount of the estimated contract value).
Meanwhile, the contract’s estimated value was exceeded by €31,1962. This occurred because
the cheapest bidder offered a price that was higher than the contract’s estimated value.
Municipality of Kllokot – did not include the project “Asphalting of the road Jeta më e mirë in
Gërnçar village” in the procurement plan as a specific one but rather just as “asphalting of
roads”. Lack of a specific project in the procurement plan occurred because the procurement
plan was prepared in general terms and, due to lack of human resources, Kllokot was assisted
by the Municipality of Graçanaica for the preparation and development of procurement
procedures.
Municipality of Peja – in the three audited projects, we found that the names of two projects
did not match with the MoU and project implementation. Municipality of Peja had informed
DEMOS that the project “Public lighting at the Centre, Dardani, Kapeshnica and Lagja Mahmutaj LOT 4” was about to be implemented in four neighbourhoods, whilst the project was

2

The contract’s estimated value was €450,000 whilst the contract value was €481,196
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implemented in six3 ones. Meanwhile, works in the project “Rehabilitation of public premises and
Healthcare Centre in Kryshec village LOT 7” have been contracted/executed only in the
healthcare centre and not in the public premises as well. This occurred because the project
DEMOS had been informed of was changed at the time the requesting unit was preparing the
specifications. This situation indicates the lack of proper communication of the Municipality
with the donor and citizens regarding projects implementation.
Municipality of Gjakova – did not include the project in the final public procurement plan and,
all the more, awarded the contract to the most expensive EO. The reasons behind failure to
include the project in the public procurement plan was the delayed information for being one
of the Grant’s beneficiaries (same as Municipality of Mitrovica South). Whereas, awarding of
contract to the most expensive EO was due to unclear requirements in the tender dossier.
The contract on “Rehabilitation and construction of roads and underground infrastructure in the Old
Town" was signed with the EO who was ranked second based on the offered price. During
tender evaluations, Municipality of Gjakova eliminated the cheapest EO on the grounds that
the latter had not responded to the CA’s request for additional clarifications (failure to provide
evidence) regarding technical and professional capacities4. The required additional
information/clarifications5 concerned the kind of restorations, constructions, asphalting or paving
of roads had been done before by the EO which were not a requirement of the Tender Dossier
(TD). In addition, the CA requested equipment evidence (at least two mini excavators), but it
was found that this information requested by the CA already existed in the submitted bid.
The Municipality has thus signed the contract with the second bidder, who offered €428,077.
This price was by €49,824 or 12% higher than the price of the eliminated bidder.
As a result, the potential impact in terms of cost-effectiveness could be: given that the average
price for paving roads with cobblestones for an average length of 200m was €42,000,
Municipality of Gjakova lost the chance to save €49,824 which it would have used to pave
another road. Moreover, it would have not spent all funds from DEMOS6 grant either, and
would have also saved the co-financing from municipal budget.
2. Shortcomings in projects implementation and contract management
According to MPG rules, municipalities are obliged to apply all laws of the Republic of Kosovo when it
comes to managing the funds benefited from this Grant. According to the Kosovo Public Procurement
Guideline, CAs should appoint a Contract Manager (CM) for each project. The CM must manage the
obligations and duties of the CA as specified in the contract and ensure that the EO implements the

3

"Construction of public lighting in Lybeniq village “and "Construction of a sports field in Gjylfatyn
neighbourhood".
4 List of contracts in the last 3 years specifying the contract title, amount, date and beneficiary, with certificates
and performed works attached. Two mini excavators, among others, were requested as part of the equipment
5 According to article 72 of the LPP - for references/contracts presented by EO (dt.11.06.2020).
6

DEMOS’ donation was €389,732, whilst the offer of the cheapest bidder was €378,253.
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project according to the contracted terms and conditions. Acceptance of works/goods should be done in
accordance with the contractual basis of the project.
Municipality of Peja made many changes to the projects and their implementation has been
followed by weaknesses in contract management. In the project “Rehabilitation of public
premises from Ura e Gurit to the Office for Urbanism, part two - LOT 6” we have identified stages
that were not fully implemented by the time we were on the ground, as it was the case of
demolition of 117 houses instead of 12 as set forth in the contract and instalment of 10 LED
light bulbs instead of 38 as set forth in the contract. These stages were approved by the CM
and were paid.
Meanwhile, while conducting physical examination of the project “Rehabilitation of public
premises and Healthcare Centre in Kryshec village - LOT 7” we found changes that had been
previously approved by the CM and CFO8. Some changes were also made in some stages,
which were not reported, such as: under stage 11, there were installed 16 light posts (lamps)
instead of 20, whilst under stage 10.9, there were installed 11 instead of 8 light posts. On the
other hand, there were implemented three stages which were not part of the project’s bill-ofquantities: the large window for reception of patients (reception), chairs for the waiting area
in the corridor, and the marble window sills. These additional stages resulted from
communication/staff requests, but were not approved by the CM and do not appear to have
been paid. Unrecorded and unapproved changes lead to the risk that works may not be
executed in accordance with the contract.
Municipality of Mitrovica South has adopted a different approach of contract management
compared to the other audited municipalities. In addition to CM, the Municipality has also
appointed the supervisory body (SB) consisting of three members. The supervisory body paid
on-site visits and reported to the CM thereon. CM would thereafter check the stages and
executed works and send operations reports for the payments be executed.
Municipality of Gjakova uses the technique of outsourcing the project supervision to a company.
The Mayor appoints the contract manager by decision. For the project “Rehabilitation and
construction of roads and underground infrastructure in the Old Town" the contract management
plan contained the standard section with general information on respective contract, but it
was not updated accordingly/as per the progress made.
In addition, SB changed some of the stages that had been already contracted. The changes
related to stage for waste and atmospheric waters sewerage. The first was not executed at all,
whilst the second was executed less than 10% on the grounds that these stages were not
needed in those roads. The funds planned for these stages were used for the stage of roads9.

7

One house was not demolished out of expropriation reasons.

8

Stages 11.1, 11.2, and 11.6

9

The wastewater sewerage stage was contracted in the amount of €20,853.99 and was not executed at all; the
atmospheric water sewerage stage was contracted in the amount of €35,330.7 and only €2,853.47 was executed.
The budget difference of these two stages was used to increase the stage of roads.
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According to SB, the contracted value of the project has not been exceeded and more works
have been executed than planned. CM had not analyse these changes and did not draft a
report on the situation. This indicates the lack of analysis in the project designing phase and
that changes are not subject to analysis and approval by the CA. Moreover, there is poor
information on the changes made to the stages and execution of contracted works.
All the more, Municipality of Gjakova did not conduct the technical acceptance of the project
given that it was using the approach of not establishing the technical acceptance commission
for the rehabilitation type of projects, but considered the project as terminated once the works
of the last stage were completed. Lack of the technical acceptance procedure prevents the CA
from obtaining assurance that works have been executed in accordance with the contract.

3.2 Municipal Performance Grant and intended results
The main objective of MPG is to improve the delivery of services to citizens. Therefore, projects should
be timely implemented, accessible and ready to be used by citizens. In order to provide proper services
to the citizens, the Municipality should ensure that capital investment objectives are laid out in the
strategic and annual plans as well as documented as per criteria and categories: strategic, operational,
financial and compliance.
The audited projects encountered various problems during implementation. As a result,
delays have occurred and some have not been completed yet. Moreover, the audited
municipalities do not have any written criteria on setting the priorities for capital investment
projects, nor do they have any policies or practices for an increased inclusions of citizens'
requests in the investments plan.
Despite these shortcomings, implemented projects that are now being used by citizens have
improved the road infrastructure and have facilitated the road traffic.
3. The following tables show responses of the respondents:
Two of the six audited projects have been completed and are being used by citizens. Three
have not been completed and are not put to use. One project has been partly completed,
because only one part of the project is being used by the citizens. Delays in completion of the
projects were form 3 to 11 months (by the time of our physical examination10).

10

15.07.2021
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Table 2: Overview on completion of projects
Projects

Delays

Completion

"Public lighting at the Centre, Dardani, Kapeshnica and Lagja
Mahmutaj" LOT 4

Yes

Partly

“Rehabilitation of public premises from Ura e Gurit to the
Office for Urbanism - part two ”LOT 6

Yes

No

“Rehabilitation of public premises and Healthcare Centre in
Kryshec village” LOT 7

Yes

Yes

Rehabilitation of infrastructure in the new neighbourhood,
Frashër Village

Yes

Yes

Asphalting of the road " Jeta më e mirë " in Gërnçar village

No

Yes

“Rehabilitation and construction of roads and underground
infrastructure in the Old Town"

No

Yes

In Peja, works on the project "Public lighting at the Centre, Dardani, Kapeshnica and Lagja
Mahmutaj - LOT 4” have not been completed yet as they were interrupted due to interference
from the construction of another project and operations of heavy machinery put the project in
question in danger. With the approval of the CM and the Mayor, works were suspended until
the completion of the other project. Public lighting has been installed, whilst rehabilitation of
parks has not been completed yet.
The project “Rehabilitation of public premises from Ura e Gurit to the Office for Urbanism - part two,
LOT 6” was not completed yet due to failure to conduct expropriation of private property. By
the time we were conducting our examinations, the Municipality could not manage to
complete the expropriation process for one the private houses.
Execution of works in the project “Rehabilitation of public premises and Healthcare Centre in
Kryshec village” LOT 7 had started with three (3) months of delays. They firstly started with
one month of delay but were then suspended as a result of Covid-19 pandemic. Works were
supposed to be completed by September 2020, but according to the works acceptance report
the project has been completed in December 2020.
In Mitrovica North, the contract for Rehabilitation of infrastructure in the new neighbourhood,
Frashër Village was planned to be completed by the end of 2020, but due to delays in
construction of houses related to the said project and the situation created by Covid-19
pandemic, the contract deadline was extended until the end of 2021.
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4. Insufficient benefits from invested projects
In order for citizens to benefit the most from the invested projects, they should be planned by the
municipality or be included in the municipality’s strategies/objectives. Projects should be designed to
suit citizens’ interests and to their benefit.
The audited municipalities do not have any written criteria on setting the priorities for capital
investment projects. Apart from the work plan and development plans where projects were
included in as municipality’s future objectives, the audited municipalities could not give a
reasoning as to how they managed to come to the decision for investing on the projects in
question.
The method most frequently used by municipalities is the public hearings, where most of the
demands are aggregated and are not subject to the investment prioritisation process. Lack of
documentation and failure to set priorities on projects is due to failure to apply a standard
procedure11 for determining/scoring the weight of investment criteria.
This practice does not provide for inclusive projects that could give the citizens the chance to
receive optimal benefits from.
Table 3. Citizens benefits from the projects
Projects/Use
Rehabilitation of public premises and Healthcare Centre in Kryshec, Peja

No
√

Rehabilitation of public premises from Ura e Gurit to the Office for
Urbanism, Peja
Lighting at the Centre, Dardani, Kapeshnica and Lagja Mahmutaj, Peja
Rehabilitation of infrastructure in the new neighbourhood, Mitrovica
South
Asphalting of the road “Jetë më e mirë”, Kllokot
Rehabilitation and construction of roads and underground infrastructure
in the Old Town, Gjakova

√

Partly

Yes

√
√
√
√

We have analysed some elements in order to assess the extend citizens have benefited from
the audited projects.
Municipality of Peja has its Municipal Development Plan 2020-2028 in place, which includes
the increase in and arrangement of public premises in the urban area and sub-centres of Peja.
In addition, the extension and maintenance of greenery areas, paving of cobblestones, and
lighting in public areas in all residence areas until 2027 is the objective of Peja Municipality,
according to this plan. However, the three audited projects were not included in the
Municipality operational plan and the Mayor’s operational plan for 2020.
Due to various shortcomings, two of these projects were not being used by citizens, whilst one
was being used just partly. The project for Rehabilitation of public premises and Healthcare Centre
in Kryshec is not being used by the citizens as work in the healthcare centre has not started due
to lack of other medical equipment. Whilst the project for Lighting at the Centre, Dardani,
Kapeshnica and Lagja Mahmutaj is being partly used by citizens as it has not been fully
implemented. The project Rehabilitation of public premises from Ura e Gurit to the Office for

11

Public Investments Program and MF – AI no.06/2019 on Selection criteria and prioritisation of capital projects

15

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

Urbanism has not been completed either, although this project lies in the main part of the city
and enables the connection of important neighbourhoods, as shown in the following picture.
Picture 1: The project in Peja Municipality from the geoportal12

Despite the fact that the projects were not fully put to use for citizens, they were in favourable
locations and easily accessible by them, which have an impact on the improvement of citizens'
lives.
The Municipality of Mitrovica South does not have any written form on how to prioritise capital
projects. The reason why the municipality has decided to invest in this project is the
memorandum of understanding with the NGO "Qatar Charity". This agreement was
concluded between the Municipality and the NGO for the construction of 40 houses for
beneficiaries with poor housing possibilities and homelessness. In order to be able to use these
houses, the Municipality decided to invest in the road infrastructure for this project.
Picture2: The project in Municipality of Mitrovica South from the geoportal

12

The Kosovo Cadastral Agency within the Ministry of Economy and Environment has developed the Geoportal which aims to
provide comprehensive geographical information, offering users a wide range of geographical and textual tools. Geoportal is
a web portal that presents geographical information from different sources in a unified form
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As shown in picture 2, the project is located in Lagja e Re, on the suburbs of Mitrovica. As a
project, it is necessary and easily accessible to home users, but it has not become operational
yet.
The Municipality of Kllokot does not have any written form on how to invest in capital projects.
However, the project in the Gërnçar village extends in areas populated by residents of
different nationalities and is used by all citizens. The project connects the Letnica village, the
city of Viti and the Ferizaj highway, as seen in the following picture.
Picture 3: The project in Municipality of Kllokot from the geoportal

The Municipality of Gjakova has an operational plan and economic financial report in place.
The project Rehabilitation and construction of roads and underground infrastructure in the old town
was included in the Municipality’s financial plan, but not in the operational plan as well.
However, the project was convenient as the layout of these roads covers the main
neighbourhoods of Gjakova city and connects the old town with the rest of the city. Roads can
be easily accessed and used by citizens.
Picture 4: The project in Municipality of Gjakova from the geoportal
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Picture 5: Projects audited in the four municipalities

Rehabilitation of public premises and Healthcare Centre in
Kryshec - Peja

Rehabilitation of public premises from Ura e Gurit to the
Office for Urbanism - Peja

Rehabilitation of infrastructure in the new neighbourhood –
Mitrovica South

Lighting at the Centre, Dardani, Kapeshnica and Lagja
Mahmutaj –Peja

Asphalting of the road “Jetë më e mirë”- Kllokot

Rehabilitation and construction of roads and
underground infrastructure in the Old Town - Gjakovë
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4

Conclusions

The Municipal Performance Grant has generally assisted municipalities in achieving their
strategic objectives by providing the citizens with projects in convenient locations and easily
accessible to use. However, the lack of efficiency in contract implementation and other
shortcomings identified diminish the projects relevance and prevents citizens from having
optimal benefits from the designated grant.
Despite that the projects were developed according to the established rules, weaknesses
identified at different stages of the development of procurement procedures, indicate that the
audited municipalities need to pay more attention to some processes, starting from the
inclusion of projects in the procurement plan, fair development of procurement procedures
by fairly evaluating the bids, over to proper contract management.
There have been seatbacks in project implementation process and controls over project
management were missing. Of the six audited projects, almost half of them were not timely
and properly implemented to be fully utilised by citizens. Reasons behind failure to complete
the projects are related to failure to create suitable working conditions, lack of timely
expropriations, and the Covid 19 pandemic situation.
Unclear definition of projects in strategic objectives has driven municipalities in making
investments without having written criteria and realistic needs assessment on areas with
priority to the Municipality, and without studying the projects’ cost-benefits. Citizens of the
municipalities were neither informed as to what neighbourhoods/villages the project will be
implemented.
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5

Recommendations

For municipalities and other relevant stakeholders to ensure that the MPG has achieved the
intended results, we recommend:
1. Municipalities should conduct proper and timely procurement planning by carrying
out proper evaluation of projects and by making necessary preparations regarding
property issues, in order to provide for better process management;
1.1 Municipalities should provide for functional controls, in order to ensure that the
tenders’ evaluation process is properly managed in order to obtain value for money
from these processes;
2. Internal controls over contracts management should be further strengthened in order
to ensure that they are implemented according to the respective terms and conditions,
and municipalities with identified shortcomings should take the necessary measures
to improve the phases in this process;
3. Municipalities should make a better planning of projects implementation by avoiding
the seatbacks created from the simultaneous implementation of two projects in the
same area in order to ensure that works and contracts are executed in time and that
projects can be put to use for the citizens.
4. The process of priorities setting in those areas planned to be invested in should be
documented. Municipalities should provide for qualitative projects according to the
criteria on setting of priorities for projects based on the strategic importance and the
financial and economic estimation. Assessment of project’s feasibility should also be
carried out.
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Annex 1: Audit criteria, methodology and scope
Audit criteria13
The spending of MPG funds should be on capital investments only. These investments must achieve
the expected outcomes, i.e. to be timely implemented and easily accessible by citizens.
We will assess specifically, whether:




Data, system and financial transactions are in compliance with applicable laws and
regulations;
Funded projects are being used by citizens;
Other issues that arise or relate to the audit.

Based on this, we have set the following criteria:
- Criteria for the first question14:
 The project should comply with the grant agreement;
 Procurement procedures should be in compliance with the law and rules on public
procurement in Kosovo;
 The project should be implemented and managed by the municipality, according to
the contracted bill-of-quantities;
 The contract should be managed by the contract manager based on the contract
management plan and the signed contract;
 Expenditures should be properly supported by original documents; and
 Acceptance of works/goods and their using should be in accordance with the signed
contract.
- Criteria for the second question15:
 Municipalities should complete these projects within the fiscal year 2020 and be easily
accessible for use so that citizens can benefit from these projects; and
 Projects should be usable for all citizens.

For more information see ISSAI 300, Criteria, p.7
Rules of MPG for Fiscal Year 2020; Law no. 04/l-042 on Public Procurement in the Republic of Kosovo
15 Rules of MPG for Fiscal Year 2020; Municipal Strategies for 2020; Strategy for Local Self-Government 2016-2026.
13
14
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Audit questions
I.

Are the projects funded by MPG implemented in compliance with the public
procurement framework?
 To what extent have public procurement procedures been adhered to by the
municipalities?
 Has the contract been managed in accordance with legal requirements/criteria?

II.

Have the projects funded by MPG achieved the intended results?
 Have implemented projects been terminated in time and are they usable?
 Have citizens benefited from the implemented projects?

Scope of the audit
This audit aims to provide recommendations relevant to the municipal level and other
stakeholders to improve their approach in relation to donations and the way they invest.
We have audited four municipalities: Peja, Gjakova, Mitrovica South and Kllokot as well as
six projects which have spent a total amount of €996,27216. We selected one project in each of
the municipalities, except for Peja where we selected three projects to audit given that there
were a total of 12 projects. The municipalities and projects to be audited have been selected
based on previous analysis and by professional judgment. We considered the size of the
municipality (in terms of its territory and number of inhabitants), amount of MPG allocated
to the municipality, spending, number and type of projects, geographical coverage, etc. It
covers the time period of the Grant awarded for 2020. Audit of the process covers from
requirements, inclusion of the project in the procurement plan, tendering procedures, contract
awarding, over to the acceptance of the project.
No.
1

Municipal
ity
Peja

2

Gjakova

3

Mitrovica
South
Kllokot

4

Contract
“Rehabilitation of public premises and
Healthcare Centre in Kryshec village”;
“Rehabilitation of public premises from Ura e
Gurit to the Office for Urbanism” and “Public
lighting at the Centre, Dardani, Kapeshnica and
Lagja Mahmutaj”
“Rehabilitation and construction of roads and
underground infrastructure in the Old Town”
“Rehabilitation of infrastructure in the new
neighbourhood, Frashër Village”
Asphalting of the road " Jeta më e mirë " in
Gërnçar village

Total

16

Amount of allcoated
grant (€)
248,218
(66,600; 104,410; 77,208)

Funded from

389,732

SDC/DEMOS

346,427

SDC/DEMOS

11,895

SDC/DEMOS

996,272

The total amount spent for the four municipalities and all their projects
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Audit methodology
To answer the audit questions and support the audit conclusions, we applied the following
methodology:
 Analysis of the legal regulatory framework, the relevant agreement between the GRK,
the MLGA and the SDC;
 Analysis of procurement files and their comparison with the applicable public
procurement procedures;
 Comparison of payments with executed works;
 Analysis of requests and municipal planning for capital investments and comparing
them with the executed projects;
 Interviews with the officials in charge of setting of priorities on investments in actual
projects.
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Annex 2: Information on the benefiting municipalities
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Annex 3: Letter confirmation
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