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

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

the Assembly of Kosovo.  

Our Mission is through quality audits to strengthen accountability 

in public administration for an effective, efficient and economic use 

of national resources.  

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base for 

holding managers’ of individual budget organisations to account. 

We are thus building confidence in the spending of public funds 

and playing an active role in securing taxpayers’ and other 

stakeholders’ interests in enhancing public accountability.  

This audit is carried out in line with International Standards of 

Supreme Audit Institutions and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Municipality of Gllogoc in 

consultation with the Assistant Auditor General, Naser Arllati, 

who supervised the audit. 

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

Llapashtica (team leader), Lindita Ajeti and Fisnik Rudaj (team 

members), under the management of the Head of Audit 

Department Faruk Rrahmani.  

 

 

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

http://zka-rks.org  
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Executive Summary  

This report summarises the key issues arising from our audit of the Municipality of Gllogoc for 2018, 

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

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

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

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

in the External Audit Plan dated 27/11/2018.  

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.  

Opinion of the Auditor General 

Unmodified Opinion with Emphasis of Matter 

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

Emphasis of Matter 

As an emphasis of the matter, we draw your attention to the fact that expenditures executed by the 

treasury for salaries and wages in the amount of €374,616 were misclassified because they were paid 

incorrectly by inadequate categories. Also, the information disclosed in the Annual Financial 

Statements regarding assets is incomplete and inaccurate by the amount of €423,578, the asset 

register (KFMIS) is understated by the same value. 

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

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

Annual Financial 
Statements

Financial 
Management and 

Control

Implementation of 
recommendations 
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Key Conclusions and Recommendations: 

 

 

 

 

Response of the Mayor  

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

conclusions, and is committed to address all recommendations given. The National Audit Office 

acknowledges the Municipality Senior Management and Staff for cooperation during the audit 

process. 

 

 

Financial Statement - Emphasis of 
Matter reflect weaknesses in 
controls to confirm, proper 

planning and classification of 
expenditures, as well as full 

disclosure of assets.

The Mayor should ensure that the process 
of preparing the financial statements for 

2019 includes a final management review, 
and addresses all issues of misstatement 

and disclosure in the AFS (see chapter 2.1).

Although internal controls 
operated effectively in some areas  
evident weaknesses were noticed 

in a number of important financial 
systems including expenditures, 
assets, accounts receivable and 

liabilities.

The Mayor should apply a detailed 
assessment of the areas highlighted in this 
report to identify the reasons for presence 

of weaknesses and necessary actions to 
address those (see issues in Chapter 3).

Prior year audit recommendations 
are not being addressed as 

required to ensure organisational 
development and improvement.

The Mayor should apply a rigorous 
process to ensure that the process of 

implementing the prior year 
recommendations is actively addressed 

(see chapter 5).

Governance arrangements related 
to accountability, risk management 

and management reporting have 
marked a progress, but not 

sufficient.

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

improve accountability arrangements and 
management reporting (see chapter 4).
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1 Audit Scope and Methodology 

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

as follows: 

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

affairs for the audit period; 

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

regulations;  

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

 Whether have been taken appropriate actions for implementation of audit 

recommendations. 

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

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

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

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

substantive tests, as well as related governance arrangements to the extent considered necessary for 

the effective performance of the audit. Audit findings should not be regarded as representing a 

comprehensive statement of all the weaknesses that may exist, or of all improvements that could be 

made to the systems and procedures operated.  

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

each area of review.  

  



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

 

 7 

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 Gllogoc for the year ended on 31st of December 

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

and the Explanatory Notes of the Financial Statements.  

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

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

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

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

Financial Reporting by Budget Organisations. 

Basis for the opinion 

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

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

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

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

Emphasis of Matter  

We draw your attention to the fact that: 

 Payments for wages and salaries (jubilee salaries and salaries according to collective 

agreement) executed by the Treasury, based on court decisions in the amount of €374,616 

were misclassified. These were wrongly paid from the category of capital investments in the 

amount of €110,400 and goods and services in the amount of €264,216. The reason for these 

payments was the lack of budget funds in the respective categories; and 
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 Assets over €1,000 in the AFS were understated, as four1 payments from capital investments 

in the amount of €73,844 were not included in the KFMIS register. Also payments tested 

from previous year related to the co-financed project with the Ministry of Infrastructure (MI) 

in the amount of €329,439 and the payment according to court decision in the amount of 

€20,295 (which were with Emphasis of Matter in the previous year ) were not registered in 

the KFMIS, as a result of failure of MI to provide documentation. It is worth mentioning that 

in 2019 the Municipality registered the co-financed project with the Ministry of 

Infrastructure in the KFMIS and the project "Asphalting the road in Baincë, Topalli and 

Kiqina neighbourhood", but in 2018 AFS this change was not reflected. 

Responsibility of Management for AFS  

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

statements in accordance with International Public Sector Accounting Standards – Financial 

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

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

misstatement, whether due to fraud or error. This includes the application of Law number 03/L-048 

on Public Finance Management and Accountability (as amended and supplemented).  

The Mayor of the Municipality is responsible to ensure the oversight the Municipality’s financial 

reporting process. 

Auditor General’s Responsibility for the Audit of the AFS 

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

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

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

are free from material misstatements. 

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

accordance with ISSAIs will detect any material misstatement that might exist. Misstatements can 

arise from fraud or error and are considered material if, individually or in the aggregate, they could 

influence the decisions taken on the basis of these AFS. 

An audit involves performing procedures to obtain evidence about the financial records and 

disclosures in the AFS. The procedures selected depend on the auditor’s judgment, including the 

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

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

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

                                                      
1 Payment for "Asphalting of the road in Baicë, Topalli and Kiqina neighbourhood" in the amount of €30,777, dated 

29.11.2018; Payment for "Drafting of zoning maps" in the amount of €20,000, dated 11.12.2018; Payment for Maintenance 
of sewers and septic holes in the Municipality of Drenas" in the amount of €12,519, dated 18.12.2018 and payment for 
"Supply with generators, water pump, antifreeze for heating systems and other equipment" in the amount of €10,547 
dated 12.12.2018.  
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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); 

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

Management of Assets; 

 Action Plan on implementation of recommendations;  

 Procurement Plan and report of signed public contracts; 

 Report on Outstanding Liabilities; 

 Report of progress on capital projects; and 

 Self- assessment questionnaire. 

AFSs are prepared in compliance with the reporting format, signed and submitted within legal 

deadline at MoF. 

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

2.3 Recommendations related to Annual Financial Statements 

The following recommendations are given for the issues mentioned above:  

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

Emphasis of Matter in the Audit Opinion. Concrete actions should be taken 

to eliminate errors in expenditures planning/budgeting and their 

classification. Also, information regarding disclosure of assets should be 

complete for the purpose of their accurate presentation in the AFS.  
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3 Financial Management and Control 

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

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

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

Financial Management and Control Conclusion 

The Municipality of Gllogoc has spent 91% of the final budget for 2018, which means a good 

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

appropriate and are being implemented effectively, however, additional mechanisms are needed to 

respond to their collection and collection of receivables to a greater extent. 

In addition, controls over a range of spending areas require further improvement to prevent: 

misclassification of expenditures, engagement of a large number of employees with special 

agreements, payments according to court decisions and delays in the completion of capital projects. 

3.1 Budget Planning and Execution 

We have considered the sources of budget funds, spending of funds and revenues collected by 

economic categories. This is highlighted in the following tables: 
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Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget2 
2018 

Outturn 
2017 

Outturn 
2016 

Outturn 

Sources of Funds  14,477,300 15,170,891 13,901,613 12,483,647 11,609,435 

Government Grant -Budget  13,146,523 13,005,427 12,498,679 11,237,166 10,811,810 

Carried forward from 
previous year3 –  

1,166,676 1,463,177 996,865 814,618 634,179 

Own Source Revenues4 - 507,987 373,453 425,819 142,775 

Domestic Donations - 8,759 5,980 6,044 10,671 

External Donations  - - - - 10,000 

Borrowings 164,101 185,541 26,636 - - 

The final budget in relation to the initial budget had been increased by €693,591. From the 

Government grant, the budget was reduced by €141,096, while the increases resulted from domestic 

donations in the amount of €8,759, revenues of the year and of those carried forward from the 

previous year €804,488, and by Government decisions on borrowings for €21,440. 

In 2018, the Municipality spent 91% of the final budget, similar to 2017. The budget management 

process was at a satisfactory level, but in capital investments about 70% of the budget was executed 

in the last quarter of the year, mainly due to delays in initiation of procurement procedures.  

Below are given explanations on current positions: 

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 

14,477,300 15,170,891 13,901,613 12,483,647 11,609,435 

Wages and Salaries 8,230,027 8,088,931 8,088,931 7,762,216 7,864,833 

Goods and Services  1,482,000 1,534,866 1,281,894 966,169 949,262 

Utilities 157,860 157,861 150,368 205,586 157,267 

Subsidies and Transfers 212,063 256,471 232,616 171,737 234,410 

Capital Investments  4,395,350 5,132,762 4,147,803 3,377,939 2,403,663 

 

                                                      
2 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
3 Own Source Revenues unspent in previous year carried forward into the current year. 
4 Receipts used by the entity for financing its own budget.  
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Explanations for changes, including reason and the impact in budget categories are given below: 

 The final budget for wages and salaries was reduced by €141,096 with Government Decision 

no. 07/80; 

 The budget for goods and services was increased by €52,866. This increase has resulted from 

own source revenues by €30,000, carried forward revenues €12,733, and borrowings €10,133, 

while there is no change in relation to utilities; 

 The budget for subsidies was increased by €44,408 from carried forward revenues; and 

 The budget for capital investments was increased by €737,412. This increase has resulted 

from carried forward revenues by the amount of €450,846, own source revenues €266,501, 

domestic donors €8,759 and borrowings €11,306. 
 

Issue B25 - Misclassification of expenditures in economic categories and codes 

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

chart of accounts clearly define that expenditures shall occur from the 

appropriate economic categories. During this year, we have identified that 

there were payments from inadequate economic categories, such as: 

 Expenditures for subsidies in the amount of €34,1206, relating to the co-

financing agreement with Caritas Kosova for the provision of "Home 

health care and outpatient clinics services in Drenas Home Care I", and 

the payment in the amount of €4,930 regarding the contract "Burial 

services for the citizens of the Municipality of Drenas" were wrongly 

paid from the category of goods and services; 

 Expenditures for Goods and Services in the amount of €12,000 

pertaining to the "Maintenance of Parks and Greenery areas of Drenas" 

were incorrectly paid from the category of Capital Investments; and 

 

                                                      
5 Issue A and Recommendation A – means issues and new recommendations,  

 Issue B and Recommendation B – means issues and recommendations repeated,  
 Issue C and Recommendation C – means issues and recommendations partially repeated. 
6 Payment on 06.06.2018, in the amount of €8,530; Payment on 23.08.2018, in the amount of €17,060 and payment on 

11.12.2018, in the amount of €8,530. 
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 Expenditures in the amount of €26,452 for the construction of the houses 

for poor families were paid from the economic code - investment 

maintenance, while this payment belongs to the economic code - capital 

transfers for non-public entities. 

This has been the cause of lack of financial means and non-planning of funds 

from the relevant categories. 

Risk Incorrect reporting or classification of the data in the financial statements 

leads to misunderstanding of the financial activities of the Municipality as 

well as to the failure to execute all capital projects aimed at achieving the 

objectives of the Municipality. 

Recommendation B2 The Mayor should ensure that expenditure planning is made in accordance 

with the budget law and economic codes set out according to the chart of 

accounts by category.  

3.1.1 Revenues  

Revenues generated by Municipality for 2018 were in the amount of €1,310,555€. Out of them, 

donations were in the amount of €5,180. 

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

€332,088, court penalties €36,500 and from the Forests Agency €6. Revenues mainly relate to receipts 

from property tax revenues, revenues from construction permits, administrative fees, revenues from 

business activities, rental income, etc. 

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2018 

Receipts7 
2017 

Receipts 
2016 

Receipts 

Own source revenues  1,166,676 1,166,676 1,305,375 1,073,197 1,090,793 

The municipality has had a good performance in revenue execution, exceeding the planning by 12%. 

This increase was due to the fact that this year revenues from the rent for the business park in the 

amount of €285,895 were collected through enforcement agents. Compared with last year, revenues 

were increased by 22%. 

Recommendations  

We have no recommendations in this area. 

                                                      
7 Revenues that are not donations that are not fines, police fines. 
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3.1.2 Wages and Salaries 

The final budget and expenditures for wages and salaries were €8,088,931. Wages and salaries are 

paid through a centralised payment system managed by Ministry of Finance (MoF).  

Issue A 1 – Weaknesses in conducting recruitment procedures 

Finding  In the recruitment competition process for "Agricultural Production Officer", 

it was required that the candidate has two years of professional experience. 

During the testing, we identified that the selected person did not meet this 

criterion, since he had one year and two months professional experience 

documented.  

The evaluation commission accepted the experience not in the profession 

required as experience, as an office administrator. It is worth mentioning that 

the same person had a special services agreement with the Municipality for 

the position "Agricultural Officer" from 03.04.2017 to 29.06.2018 (two 

contracts). Identified weaknesses are caused by the negligence and 

competence of the commission to properly assess the criteria set out in the 

competition. 

Risk Failure of the candidates to meet the criteria during the selection process 

increases the risk of engaging non-meritorious persons in the required 

position. 

 The Mayor should ensure that he has appointed professional commissions in 

the recruitment process so that during the evaluation process the criteria 

required in the evaluation process are thoroughly respected in order to 

ensure that only meritorious candidates are selected for the job positions. 
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Issue B3 - Special Service Agreements (SSA) 

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

appointment of less than six (6) months shall be governed by contracts called 

“Special Service Agreements” (SSA) and a simplified recruitment procedure 

shall be applied.  

During 2018, the Municipality engaged 23 employees with SSA8, where the 

contract of 17 of them was extended for the second time for another five 

months. We have noticed that upon extension of contracts, in three cases, no 

simplified recruitment procedures have been used. 

The reason why these contracts were concluded was lack of funds planned 

for these positions, and it was easier to engage despite the fact that these 

services were mainly for regular positions. 

Risk Staff engagement with SSA for regular positions and their contract extension 

without simplified procedures limit competition and increase the risk that the 

quality of services received will not be in line with needs. 

Recommendation B3 The Mayor should ensure that engagement under SSA is done only for 

specific work and contracts do not last longer than the foreseen legal 

deadline. Also, actions need to be taken that needs for regular positions are 

addressed in the MoF during budget planning and ensure that they are 

budgeted and paid from the category of wages and salaries. 

3.1.3 Goods and Services and Utilities  

The final budget for this category in 2018 was €1,692,727, out of which €1,432,262 was spent. They 

mainly relate to municipal expenditures, fuel costs and other material for heating, maintenance of 

facilities, other contractual costs, etc. 

  

 

 

 

 

                                                      
8 13 with SSA extended agreement from 2017, 10 belonged to year 2018. 
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Issue A 2 – Weaknesses identified in the payment with court decisions 

Finding  Financial Rule No. 01/2013 on Public Funds Expenditures in Article 4 and 21 

determines which expenditures are subject to the public procurement 

process. And for the completion of the field work, oversight by the relevant 

bodies and project manager is needed. 

In the payment executed by the Treasury under the enforcement agent 

decision in the amount of €17,043 for the project "Renovation of the roof of 

the SHFMU (PSLS) “Rilindja" in Dritan, we identified the following 

shortcomings: 

 For this expense (payment), no procurement procedures were 

conducted and consequently there was no contract; and 

 No commission has been set up for the oversight of works or for the 

acceptance of completed works. 

These were the reasons that the Municipality failed to pay properly the 

obligation. Despite factual deficiencies, the enforcement agent issued an 

order on the creditor's9 payment. It is worth noting that neither the invoice 

nor the enforcement proposal contained a protocol that proves the receipt of 

documentation in the Municipality's archive. 

The Mayor, based on the course of this process, has filed a lawsuit against the 

former Director of the Municipal Education Directorate for this and other 

issues. 

Risk Incurring of expenditures and avoiding procurement procedures for 

emergencies increases the risk of damaging the budget of the Municipality. 

 The Mayor should ensure enhanced controls upon the receipt of the proposal 

for enforcement, in cases when there are disagreements, the case should be 

processed with the court, and at the same time, the Mayor should ensure that 

the necessary procurement procedures are used for all cases of work 

performance and all documents should be recorded without exception. 

 

 

                                                      
9 The order is issued on the basis of the invoice issued by EO, presentation of the item and site photos. 
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Issue A 3 - Delay in the delivery of goods 

Finding  The deadline for the delivery of goods is defined under the special terms of 

contracts. We noticed that in two contracts (three payments) there were 

delays in delivery of goods and no penalties set out in the contract were 

applied:  

 In the payments for "Supply with food for the needs of ECPT 

Ardhmëria Drenas and Komoran" in the amount of €5,345 there were 

delays in receiving the goods for up to 70 days beyond the deadline 

of 3 days set with the contract; and 

 In two payments in the amount of €126 for "Supply with official 

expenditures for the needs of municipal institutions" there were 

delays in accepting the goods for up to 120 days, beyond the deadline 

of 8 days with contract.  

The reason for the delay was the improper management of supply 

requirements, as despite the fact that there were stocks, requests used to be 

made much earlier, and then no insisting followed that the goods be delivered 

under the contract terms. 

Risk Delays in the delivery of goods under contracted terms increase the risk that 

they will pose a barrier to the development of the operational activities of the 

Municipality. 

 The Mayor should ensure enhanced monitoring controls so that all goods and 

services are accepted under contractual terms, and upon the delays in the 

delivery of goods and services, the penalties defined in the contract should 

be applied.  
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Issue A 4 - Weaknesses in the evaluation process and contract management  

Finding  Purchases through public procurement should be conducted in accordance 

with the requirements of the PPL, while respecting the criteria set out in the 

tender dossier and the contract notice, through relevant evidence. 

In the tender dossier "Emergency interventions" in the amount of €9,060, 

within the requirements for technical and professional capacity, it was 

required that the professional staff involved in the project (Project engineer) 

should prove the working experience for at least two years. The winning EO 

only provided the preliminary agreement for engagement, CV and diploma, 

but not the evidence of the work experience. 

A contract manager was assigned one of the members of the commission that 

made the bid evaluation for this project, which is in contradiction with Article 

62.3 par. 7 of the Operational Guidelines for Public Procurement.  

Due to lack of competence, the commission evaluated the experience 

admissibility only through CV. The assignment of one evaluation member as 

a contract manager was due to the lack of sufficient staff. 

Risk Contract award without meeting the criteria may result in selection of 

irresponsible bidders by violating the principle of equal treatment. The 

engagement of the same officers in bid evaluation and project management 

increases the risk of conflict of interest and may negatively affect the financial 

and operational management of the project. 

 The Mayor should ensure that the requirements set out in the tender dossier 

are respected so that only the operators who meet all the conditions will be 

awarded with the contract. It should also be ensured that the segregation of 

duties and responsibilities in procurement activities prevents the possibility 

of conflict of interest. 

3.1.4 Subsidies and Transfers  

The final budget for subsidies and transfers was €256,471, out of which €232,616 was spent in 2018. 

Subsidies are awarded to non-public entities and are mainly spent to support the agriculture, 

culture, education and health sector within the Municipality.  
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Issue C1 – Deficiencies in management of subsidies 

Finding Article 7 of the Municipality Subsidy Regulation foresees that the commission 

for reviewing and evaluating requests for awarding of the subsidies shall be 

appointed by the Mayor and its composition shall be composed of five 

members. Article 13 of the Subsidy Regulation stipulates that an agreement 

between the beneficiary and the Municipality should be concluded for the 

award of the subsidy, which defines the rights and duties between the two 

parties. We have noted that: 

 In the process of distribution of subsidies, based on the call for 

applications for the 50m² greenhouses and beehives, the decisions of 

the establishment of the commission for the review of the applicants 

were taken by the director of the agriculture directorate and the 

commission consisted of three members. These commissions upon the 

review of the applicants did not keep minutes as required by Article 8 

of the regulation, but they only took notes in a notebook upon site 

visits; and 

 In three tested payments, in the amount of €34,50010 related to the 

public call application process in the Directorate for Culture, Youth 

and Sport, agreements with beneficiaries were compiled with delay, 

after payment of the funds. In the financial support of €3,000 we have 

noticed that the beneficiary has not reported according to Article 2.2 

of the agreement. In addition, the beneficiary failed to prove he 

amount of €710 with invoices.  

Such deficiencies have occurred due to the lack of staff and the large number 

of beneficiaries as well as poor controls in the management of subsidies. 

Risk Failure to comply with the regulation of subsidies for appointing the 

commission, keeping minutes and drafting the agreement with the 

beneficiary increase the risk of selecting non-meritorious beneficiaries. 

Recommendation C1 The Mayor should ensure that the subsidy is done in full accordance with the 

Subsidy Regulation and any deviations from this Regulation should be 

analysed and errors corrected. Arrangements should be drafted before 

allocating the funds to the beneficiary, and monitoring controls should be 

increased after the distribution of subsidies. 

                                                      
10 Public call application process in the Directorate for Culture, Youth and Sports for three payments in the amount of 

€30,000; €3,000 and €1,500 
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3.1.5 Capital Investments  

The final budget for capital investments was €5,132,762, out of which €4,147,803 was spent in 2018. 

Investments mainly relate to infrastructure regulation, schools construction, expropriation, 

equipment and various capital improvements. 

 

Issue A 5 - Irregularities in payment processing  

Finding  According to special contract terms, the deadline is set that the contract 

becomes effective 3 days after it is signed by parties. For the following three 

contracts, about 45% of payments were made within three days after signing 

the contract: We have noted that:  

 In the contract "Asphalting the roads in the Komoran in the village of 

Korrotica e Ulët" in the amount of €59,620, payment of €28,500 was 

made, two days after the contract was signed (date of contract 

20.12.2018), while purchase order was processed without the contract 

being concluded on 14.12.2018; 

 In the contract "Construction of water supply in the village Abri e 

Epërme" in the amount of €76,295, a payment of €38,000 was made 

two days after the contract was signed (contract date 20.12.2018) and 

the purchase order was processed without the contract being 

concluded on 14.12.2018; and 

 In the contract "Co-financing of projects with external donors, second 

phase - construction of the collectors Drenas - Skenderaj" in the 

amount of €61,607, payment in the amount of €23,142 was made three 

days after the contract has been signed. 

According to officials, the reason of processing purchase orders and the 

execution of these payments has been the closure of payments for the current 

fiscal year and the use of the budget. 

Risk Such payments increase the risk that unfinished works are paid, while the 

processing of a purchase order prior to the signing of the contract risks that 

in the event of failure to sign the contract, fictitious obligations can arise in 

the system. 

 The Mayor should ensure that the terms of the contract are applied, and the 

processing of the purchase order is made only after the contract has been 

signed.  
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Issue B4 - Lack of execution projects and deficiencies in planning 

Finding According to Article 20, par. 10 of the Operational Guidelines for Public 

Procurement (OGPP) it is required that the technical specifications for the 

work contract shall include an execution project as a substantial part of its 

own. We have noted that:  

 In five11 work projects, the Municipality failed to draft the execution 

project, but only developed the procurement procedures with the bill of 

quantity and bill of account. In these projects, delays in the 

implementation have been identified, failure to update contract 

management plans, and in one case there is no report from the contract 

manager; and  

 Out of a total of 99 contracts for work, in 17 of them, annex contracts have 

been concluded in the amount of €147,098 for unplanned work and 

additional work that have arisen during the execution of the contracts. 

The reasons for the high number of annex contracts are: extension of the 

roads on the request of local residents and obstacles related to property 

issues; work deviations during the execution of projects in the field 

which have also resulted in additional costs due to the lack of execution 

projects. 

Delays are mainly caused by the lack of execution projects, unforeseen 

obstacles during works, such as problems with local residents, atmospheric 

conditions, work specifications etc. 

Risk Lack of execution projects and initiation of procedures for capital projects 

with only bill of quantity and bill of account increases the risk that during the 

project execution process, various obstacles will arise both in the professional 

aspect and in the delays of works or in the increase of project costs. 

Recommendation B4 The Mayor should strengthen controls to ensure that executive projects under 

OGPP are drafted for the preparation of technical specifications for work 

contracts. Procurement processes for execution projects should be carried out 

in the beginning in order to precede the procurement initiation of other work 

projects. 

 

                                                      
11 Project "Asphalting of roads in the villages Dobroshec, Gllanasellë, Likoshan and Gradicë"; "Wastewater sewage in the 

village of Nekoc, Sankoc, Kizhnarekë and Komoran"; "Asphalting the road in F.Korrotica e Ulët"; "Concrete 
cobbelstone in Drenas" and "Construction of City Stadium Second Stage”. 
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3.1.6 Common Issues on Goods and Services and Capital Investments  

The following common issues relate to Goods and Services and Capital Investments:  

 

Issue A 6 – Payments executed by Treasury for court decisions 

Finding  Article 39 of the LPFMA determines CFO of the budget organisation 

responsible for ensuring that any valid invoice and payment request for 

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

organisation are paid within 30 calendar days after receipt of the invoice or 

request for payment from the relevant budget organisation. 

We have identified that Treasury according to court decisions has executed 

payments in the amount of €475,654, out of which the principal debt was 

€388,564 and the expenses of court's procedures (enforcement) were €87,090. 

This form of payment from the Treasury has affected misclassification of 

expenditures; taking funds from inadequate economic categories (see 

Emphasis of Matter). 

The payments mainly related to the payments arising from the collective 

payment agreement for the three jubilee salaries of education staff, three 

accompanying salaries upon retirement, unpaid salaries and debts to 

suppliers as a result of the lack of budgetary means for non-timely payment 

of obligations towards suppliers.  

Risk The situation created for payments to be executed directly by the Treasury 

through enforcement procedures directly affects the increase of cost for the 

Municipality and, at the same time, the misclassification of expenditures. 

 The Mayor should ensure co-operation with MoF so that the obligations 

arising from the collective agreement are planned/budgeted and paid in a 

timely manner from the category of wages and salaries. Liabilities should also 

be paid within the prescribed deadline under the LPFMA, to avoid payments 

under enforcement decisions and with higher costs. 

3.2 Capital and non-capital assets  

The value of capital assets presented in 2018 AFS was €502,143,762, while the value of non-capital 

assets was €348,810. Stocks at the end of the year were €3,793. 

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

MoF Regulation No. 02/2013 on the Management of Non-financial Assets in Budget Organisations, 

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

issues.  
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Issue B5 - Weaknesses in asset management 

Finding  According to Article 6.3 of Regulation No. 02/2013 on Asset Management, 

capital assets are registered in KFMIS, whereas non-capital assets and stocks 

are registered in the "E-assets" system. 

In order to report non-capital assets in the AFS, the Municipality used the 

reports/registers of asset inventory commissions at the end of the year, since 

the E-asset programme was not functionalised. Efforts were made, in 2018, 

Education and Health sector started using the E-asset programme to register, 

while the Administration sector in 2019, however our tests verified that six 

payments in the amount of €6,091 were not registered in the E-asset 

programme or in Excel records at the end of the year. The identified 

weaknesses in assets were due to lack of staff, and vacant positions for a long 

time. 

Risk Lack of accurate and complete records, as well as failure to register non-

capital assets in E-asset, causes the Municipality's assets to be understated 

and causes a lack of management information about the assets owned by the 

Municipality resulting in an inaccurate disclosure of them in the AFS.  

Recommendation B5 The Mayor should ensure that the asset registry is updated with all relevant 

information so that all assets of the Municipality are correctly identified and 

recorded in the respective asset records, by not understating the assets in the 

AFS, as well as ensuring the recording of non-capital assets in the E-asset 

system. 
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3.3 Receivables 

Accounts receivable in the AFS at the end of the year were €3,262,780. The structure of receivables 

consists of property tax, business taxes, rents and construction permits. The largest share in this 

structure is receivables from business taxes €1,656,510 and property tax in the amount of €1,433,820.  

 

Issue B6 – Continuous increasing of accounts receivable  

Finding The Municipality did not have an effective management of collection of 

receivables as the increase continues over the years. From the previous year 

they have increased by €829,240 or about 34%. We have noted that:  

The largest increase in receivables was in business taxes which compared to 

the previous year, were increased by €653,470, and property tax by €79,620. 

The Municipality sent a number of remarks for tax debts and cases to the 

enforcement agent, while, the Municipality has not sent remarks for the 

property tax for payment or to enforcement agent as an opportunity of 

collection of receivables, as according to officials they have been expecting 

the approval of the law which foresees collection of debts with enforcement 

agents; and  

In the disclosure of receivable balances presented in the AFS, an 

overestimation of business taxes by €6,585, rents by €220 and construction 

permits by €256 is noted. The problems identified in the transfer of balances 

mainly relate to the programme by means of which business taxes, the 

negligence and the competence of the officials managing these data are 

managed. 

Risk Lack of concrete actions for the collection of receivables results in the increase 

of these accounts, risks that the Municipality will have financial losses and 

municipal projects will not be executed. Failure to report the receivables and 

data management in Excel risks the accuracy and completeness of the 

receivables information and their disclosure in the AFS. 

Recommendation B6 The Mayor should ensure greater efficiency in the collection of receivables by 

providing clear procedures on their management and collection. Possessing 

a plan and operating programme, and legal actions through enforcement 

agents will increase the level of debt collection.  

3.4 Outstanding liabilities  

The statement of liabilities not paid to suppliers at the end of 2018 was €52,850, liabilities were 

approximately 41% higher than the previous year (liabilities of 2017 were €37,310). In addition, the 

contingent liabilities presented in the AFS were €143,070, which have increased by 87% from 2017 
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(€76,630)12, however, according to our testing the contingent liability in the amount of €29,448, 

presented by the Municipality in the annual financial statements, we noted that the same liability 

was paid by the Treasury13 and was still on the list thus overstating this account. These liabilities 

may pose budget complications in the following year. 

 

Issue B7 - Delays in payments and weaknesses in the reporting of liabilities  

Finding According to Financial Rule no. 02/2013/MoF on Reporting of outstanding 

liabilities of BOs, (Article 5) par. 3 states that "Monthly report on outstanding 

liabilities" should include the status of obligations of the reporting period, 

including all obligations, no matter in what period they have happened." The 

BO should pay every valid payment invoice within 30 calendar days from the 

receipt of the invoice. We have noted that: 

The Municipality did not report on the unpaid liabilities of January and 

February 2018. We have also identified that the Municipality did not include 

in the reports the liabilities of the respective month upon the presentation of 

the outstanding liabilities to the MoF, this has been confirmed in five samples 

tested in the amount of €6,607. Same samples contain delays in invoice 

payments from 40 to 210 days. 

Failure to follow obligations and liabilities at the proper level was a result of 

poor co-operation between Directorates, but also due to the lack of CFO, 

while delays in payment of invoices have mainly been as a result of the lack 

of budget. 

Risk Weak controls in the management and reporting of monthly obligations 

represent incorrect reporting of liabilities, while delays in payments incur 

budgetary implications for the following fiscal year as well as the possibility 

of direct executions by the Treasury.  

Recommendation B7 The Mayor should ensure effective communication between the Directorates 

to enable full reporting of obligations as required by Financial Rule 02/2013. 

In addition, controls should be provided in the execution of payments to 

eliminate delays in payment of invoices. 

                                                      
12 The increase is high because in the previous year only the liabilities of the year were presented, they have not been 

carried forward from the previous years. 
13 13 Payment on 29.11.2018 through the private enforcement agent. 
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4 Good Governance 

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

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

good governance with public assets. 

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

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

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

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

implementing the prior year audit recommendations, the lack of risk management processes and 

poor controls over expenditures and revenues are some of the weaknesses identified in governance. 

Municipality has timely fulfilled the requirement to submit a self-assessment questionnaire to MoF. 

One of the issues of the questionnaire, related to the effective monitoring processes regarding the 

progress of the objectives, is considered to be in place by the Municipality, but we were not provided 

with any evidence in support of these conclusions. 

The Municipality possesses these plans: Municipal and Urban Development Plan of Gllogoc (2008-

2020), while the Zoning Map is under development.  

4.1 Internal Audit System 

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

auditor. In addition to the strategic plan, IAU has also drafted the annual work plan including eight 

(8) audits and there audits on the special request which were carried out.  

The Audit Committee was established on 24.04.2018; it was operational and has held four regular 

meetings where internal audit reports were reviewed by supporting the IAU in the implementation 

of the recommendations given by the Management. Monitoring reports show that there is good 

progress in the implementation of recommendations and there was no lack of support to the Audit 

Committee in this process.  
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Recommendations  

We have no recommendations in this area. 
 

4.2 Management Reporting, Accountability and Risk Management 

In order to have a proper planning, supervise the activities on a regular basis and allow effective 

decision-making, the Management needs to have regular reports. Accountability as a process is the 

acceptance of responsibilities, holding persons into account for their actions and disclosing results 

in a transparent way.  

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

as intended, it is important that those include the proper reporting to Management to provide an 

effective and timely response to the identified operational problems. 

 

Issue C 2 – Weaknesses in management controls 

Finding Our review of management controls implemented in the principal financial 

system of the Municipality has highlighted inadequate financial reporting on 

expenditures and revenues to senior management, as well as incomplete 

analyses of service delivery. 

Despite the fact that the risk register was compiled, we have not noticed that 

it is being managed and monitored in quarterly periods to prevent and 

mitigate the risks as required by FMC rules. 

Risk Unclear accountability and financial reporting requirements should be 

strengthened to support the effectiveness of financial management within the 

Municipality, so that financial information is fully operational to support 

management decision-making. 

Recommendation C2 The Mayor should ensure the establishment of effective risk management 

processes in the relevant sectors of the organisation to ensure that a form of 

financial and operational reporting is provided to the senior management, 

which is required to support effective management of the activity. 

5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS of the Municipality of Glogoc resulted in 21 key 

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

be implemented. The NAO report was discussed in the Municipal Assembly in the meeting held on 

27.06.2018.  
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At the end of our 2018 audit, eight (8) recommendations have been implemented; tenseven (7) were 

recommendations repeated; two (2) recommendations were partially repeated and four (4) 

recommendations were closed. 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 analyse is 
undertaken to determine the causes of the 
emphasis of matter in the audit opinion, and the 
key matters. Specific actions should be taken to 
address the causes systematically to remove 
errors in the expenditure planning and their fair 
classification in AFS.  

Further on, the Mayor should ensure that effective 
processes are in place to confirm that the 2018 AFS 
production plan, addresses all issues that are 
related to compliance. The Declaration made by 
the Chief Administrative Officer and Chief 
Financial Officer should not be submitted unless 
all necessary checks have been applied to the draft 
AFS. 

No action is 
taken. 

Recomme
ndation 
repeated. 

 

Ref: B1 

2 Budget 
Process 

The Mayor should ensure that the budgetary 
performance is continuously monitored and 
systematically on a monthly basis and that this 
review identifies and addresses barriers and 
difficulties for the budget execution in the 
planned level. There where the initial planning’s 
of the budget are incorrect, this should be 
completely reflected in the position of the final 
budget. Further on, the Mayor should ensure that 
the planning for expenditure to be made in 
accordance with separate economic codes for 
relevant categories depending on the benefits.  

 

No action is 
taken. 

Recomme
ndation 
repeated. 

 

Ref: B2 

3 Revenues The Mayor should ensure additional controls in 
revenues management and reporting to ensure 
that those are collected, deposited, recorded and 
reported according the legal requirements, 
including determined terms with contract. 
Further on, the Mayor should ensure that the 
conclusion of contracts for usage of the 
Municipality immovable properties is supported 
on legal basis, at the same time to review the 
contract and to ensure that all selection 
procedures are followed according the respective 

Although 
this 
recommenda
tion has not 
been 
implemented
, it is 
included in 
recommenda
tion B6. 

Recomme
ndation 
closed not 
implemen
ted. 
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regulation and the decision of the Municipal 
Assembly.  

4 Wages 
and 
Salaries 

The Mayor in cooperation with the Directorate of 
Health and with Head of MFMC should ensure 
that adequate controls are placed, in order to 
consider the identified phenomenon and to apply 
monitoring controls to the process of approval, 
recording, and compensating of custodies-night 
shifts. Although, after our advices during the 
audit, the Municipality has started to take 
measures, and implementation of 
recommendation will be reviewed in the coming 
audit.  

We have not 
identified 
similar 
issues. 

Recomme
ndation 
implemen
ted. 

5 Personne
l 
manage
ment  

The Mayor should consider the identified cases 
and to undertake the necessary measures to 
ensure that when recruiting employees to be 
respected the legal dispositions and regular 
positions are being covered by regular and 
meritorious employees.  

No action is 
taken. 

Recomme
ndation 
repeated. 

Ref:B3 

6 Goods 
and 
Services 

The Mayor should ensure additional controls in 
order to avoid delays in the procurement 
procedures and that contracts to be signed only 
when funds exist for their implementation. 
Further on, it should ensure that controls on the 
execution of payments process are strengthened.  

We have not 
identified 
similar 
issues. 

Recomme
ndation 
implemen
ted. 

7 Goods 
and 
Services 

The Mayor should ensure that the procurement 
requirements should be clearly and timely 
summarized by the requesting units to eliminate 
the need for frequent procedures and usage of 
minimum procedures and quoting. This should be 
done by timely planning and by focusing in an 
effective process of procurement that secures the 
value for the money spent. Further on, the Mayor 
should ensure the fair allocation of duties as 
criteria for better controls.  

We have not 
identified 
similar 
issues. 

Recomme
ndation 
implemen
ted. 

8 Subsidies 
and 
transfers 

The Mayor should ensure that it has been done the 
amendment and supplement of the regulation for 
the management of subsidies by the Mayor, as 
well as to ensure that the subsidy is made in full 

The Mayor 
had made a 
decision 
setting limits 
for subsidies. 
However, 

Recomme
ndation 
partially 
implemen
ted. 
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compliance with the determined terms with the 
regulation.  

 

there were 
still 
weaknesses 
in applying 
the 
regulation. 

Ref: C1 

9 Capital 
Investme
nts 

The Mayor should strengthen controls in the 
processes of planning and management of 
projects to ensure that initially are drafted 
executive projects for the preparation of technical 
specifications for work contracts, and after to 
ensure a regular monitoring of them to ensure that 
the works are implemented in accordance with 
the contracted terms. In cases when it is presented 
the need for additional work in relation with those 
contracted, then their contraction should be done 
through open procedures of procurement.  

No action is 
taken. 

Recomme
ndation 
repeated. 

 

Ref: B4 

10 Capital 
Investme
nts 

The Mayor should ensure controls to the 
payments authorization to ensure full privacy 
during the payment authorization. In case of lack 
of sufficient staff to consider also the possibility of 
engaging staff outside the requesting units for the 
contracts management. Further on, the plans of 
contracts management should be timely updated 
based on completeness of works and payments to 
be executed only for the completed works.  

We have not 
identified 
similar 
issues. 

Recomme
ndation 
implemen
ted. 

11 Capital 
Investme
nts 

The Mayor should ensure that the managers of 
projects will report the Procurement Department 
for each change from the contract terms and 
conditions and that each change will be done only 
after the approval taken from the Procurement 
Office and Chief Administrative Officer.  

 

We have not 
identified 
similar 
issues. 

Recomme
ndation 
implemen
ted. 

12 Capital 
Investme
nts 

The Mayor should ensure additional controls in 
order that the contracts to be signed only then 
when exist funds that ensures their execution.  

We have not 
identified 
similar 
issues. 

Recomme
ndation 
implemen
ted. 
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13 Capital 
Investme
nts 

The Mayor should ensure that accurate planning 
are made and that all projects payments are made 
according the approved codes with the law of 
budget or according their re-destination conform 
the legal dispositions.  

We have not 
identified 
similar 
issues. 

Recomme
ndation 
implemen
ted. 

14 Capital 
Investme
nts 

The Mayor should ensure that causes of identifies 
cases have been analyzed and to ensure that 
dynamic plans for the completion of capital 
projects to match with real timeframes of 
completion of works.  

 

Although 
this 
recommenda
tion has not 
been 
implemented
, it is 
included in 
recommenda
tion B6. 

Recomme
ndation 
closed not 
implemen
ted. 

15 Assets The Mayor should be ensured that the non-
financial assets management to be done in full 
accordance with Rule 02/2013 on Management of 
non-Financial Assets. In this aspect it should 
ensure controls in the identification of non-capital 
assets as well as to ensure full operation of e-Asset 
system for the recording of assets under €1,000 
and stocks. Further on, to ensure that after the 
inventory process the inventory situation is 
compared with the overall register of assets, in 
order that the potential differences are identified 
and after are reflected in assets registers.  

E-asset is yet 
not put into 
function. 

Recomme
ndation 
repeated. 

 

Ref: B5 

16 Petty 
Cash/ 
equivale
nts 

The Mayor should ensure additional controls in 
handling/management of cash of the 
Municipality. It should ensure that advances are 
closed within the determined deadline in 
accordance with AI that regulates this issue. 
Further on, the mentioned case, to be reviewed 
and to be closed with the foreseen procedures.  

We have not 
identified 
similar 
issues. 

Recomme
ndation 
implemen
ted. 

17 Receivabl
es 

The Mayor should ensure additional controls in 
management of accounts receivables from 
property tax. In this aspect to ensure that will 
eliminate all errors in the property tax system as 
well as to ensure effective mechanisms for their 
collection, including also the exercise of legal 
measures for their collection.  

No action is 
taken. 

Recomme
ndation 
repeated. 

 

Ref: B6 
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18 Receivabl
es 

The Mayor should ensure controls for proper 
management of these accounts receivables, 
program advancement/assurance with which 
accounts are managed. It should strengthen 
controls that the businesses to be charged with 
fess on regular annual basis in accordance with 
the regulation for fees as well as to ensure that all 
actions for their full collection will be taken.  

Although 
this 
recommenda
tion has not 
been 
implemented
, it is 
included in 
recommenda
tion B6. 

Recomme
ndation 
closed not 
implemen
ted. 

19 Outstand
ing 
Liabilitie
s 

The Mayor should strengthen controls in the 
process of payments management to ensure that 
all invoices are paid within the legal deadline of 
30 days after the receipt of invoice. Further on, to 
ensure that the liabilities report is done for each 
month in accordance with legal requirements, 
which should include their accurate situation.  

No action is 
taken. 

Recomme
ndation 
repeated. 

 

Ref: B7 

20 Progress 
of 
recomme
ndations 

The Mayor should ensure that a strengthened 
process of accountability of responsible staff for 
the implementation of recommendations, 
according the determined timeframes and 
priorities with the action plan. The monitoring of 
the recommendations progress should be done 
systematically, and there where has stagnations, 
to be proposed adequate measures.  

 Recomme
ndation 
closed. 

21 Manage
ment 
Reportin
g, 
Accounta
bility and 
Risk 
Manage
ment 

The Mayor should ensure the placement of 
effective processes of risk management through 
respective sectors of the organization, to ensure 
that a review has been carried through to 
determine the form of financial and operational 
reporting to Senior Management, from which is 
required to support the effective management of 
business and to ensure that an appropriate 
solution is put within a reasonable time period.  

During the 
drafting of 
the risk list, 
the 
municipality 
had foreseen 
monitoring 
activities for 
supervision 
of the 
activities. 

Recomme
ndation 
partially 
implemen
ted. 

 

Ref: C2 

No Audit 
area 

Recommendations of 2018  

1 AFS –  The Mayor should ensure that actions are taken to address the reasons for 
Emphasis of Matter in the Audit Opinion. Concrete actions should be taken to 
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B1 eliminate errors in expenditures planning/budgeting and their classification. 
Also, information regarding disclosure of assets should be complete for the 
purpose of their accurate presentation in the AFS.  

2 Budget 
planning 
and 
execution 
- B2 

The Mayor should ensure that expenditure planning is made in accordance 
with the budget law and economic codes set out according to the chart of 
accounts by category.  

3 Wages 
and 
Salaries – 
A1 

The Mayor should ensure that he has appointed professional commissions in 
the recruitment process so that during the evaluation process the criteria 
required in the evaluation process are thoroughly respected in order to ensure 
that only meritorious candidates are selected for the job positions.  

4 Wages 
and 
Salaries – 
B3 

The Mayor should ensure that engagement under SSA is done only for specific 
work and contracts do not last longer than the foreseen legal deadline. Also, 
actions need to be taken that needs for regular positions are addressed in the 
MoF during budget planning and ensure that they are budgeted and paid from 
the category of wages and salaries.  

5 Good 
and 
Services – 
A2 

The Mayor should ensure enhanced controls upon the receipt of the proposal 
for enforcement, in cases when there are disagreements, the case should be 
processed with the court, and at the same time, the Mayor should ensure that 
the necessary procurement procedures are used for all cases of work 
performance and all documents should be recorded without exception.  

6 Good 
and 
Services – 
A3 

The Mayor should ensure enhanced monitoring controls so that all goods and 
services are accepted under contractual terms, and upon the delays in the 
delivery of goods and services, the penalties defined in the contract should be 
applied.  

7 Good 
and 
Services –  

A4 

The Mayor should ensure that the requirements set out in the tender dossier 
are respected so that only the operators who meet all the conditions will be 
awarded with the contract. It should also be ensured that the segregation of 
duties and responsibilities in procurement activities prevents the possibility of 
conflict of interest.  

8 Subsidies 
and 
Transfers 
– C1 

The Mayor should ensure that the subsidy is done in full accordance with the 
Subsidy Regulation and any deviations from this Regulation should be 
analysed and errors corrected. Arrangements should be drafted before 
allocating the funds to the beneficiary, and monitoring controls should be 
increased after the distribution of subsidies.  
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9 Capital 
Investme
nts – A5 

The Mayor should ensure that the terms of the contract are applied, and the 
processing of the purchase order is made only after the contract has been 
signed.  

 

10 

Capital 
Investme
nts – B4 

The Mayor should strengthen controls to ensure that executive projects under 
OGPP are drafted for the preparation of technical specifications for work 
contracts. Procurement processes for execution projects should be carried out 
in the beginning in order to precede the procurement initiation of other work 
projects. 

11 Common 
Issues 
related to 
CI and 
G&S 

The Mayor should ensure co-operation with MoF so that the obligations arising 
from the collective agreement are planned/budgeted and paid in a timely 
manner from the category of wages and salaries. Liabilities should also be paid 
within the prescribed deadline under the LPFMA, to avoid payments under 
enforcement decisions and with higher costs.  

12 Asset 
Manage
ment – B5 

The Mayor should ensure that the asset registry is updated with all relevant 
information so that all assets of the Municipality are correctly identified and 
recorded in the respective asset records, by not understating the assets in the 
AFS, as well as ensuring the recording of non-capital assets in the E-asset 
system.  

13 Receivabl
es – B6 

The Mayor should ensure greater efficiency in the collection of receivables by 
providing clear procedures on their management and collection. Possessing a 
plan and operating programme, and legal actions through enforcement agents 
will increase the level of debt collection.  

14 Liabilitie
s – B7 

The Mayor should ensure effective communication between the Directorates to 
enable full reporting of obligations as required by Financial Rule 02/2013. In 
addition, controls should be provided in the execution of payments to eliminate 
delays in payment of invoices.  

15 Manage
ment 
reporting 
– C2 

The Mayor should ensure the establishment of effective risk management 
processes in the relevant sectors of the organisation to ensure that a form of 
financial and operational reporting is provided to the senior management, 
which is required to support effective management of the activity.  

 

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

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

applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework. 

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

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

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

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

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

appropriate audit evidence, may be materially misstated; and 

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

on the financial statements. 

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

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

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

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

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

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

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

material and pervasive to the financial statements. 

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

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

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

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

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

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

remove the limitation. 

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

correspond with the type of opinion expressed. ISSAI 170519 provides additional guidance on the 

specific language to use when expressing a modified opinion and describing the auditor’s 

responsibility. It also includes illustrative examples of reports. 

Emphasis of Matter paragraphs and Other Matters paragraphs in the auditor’s report 

157. If the auditor considers it necessary to draw users’ attention to a matter presented or disclosed 

in the financial statements that is of such importance that it is fundamental to their understanding 

of the financial statements, but there is sufficient appropriate evidence that the matter is not 

materially misstated in the financial statements, the auditor should include an Emphasis of Matter 

paragraph in the auditor’s report. Emphasis of Matter paragraphs should only refer to information 

presented or disclosed in the financial statements. 
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158. An Emphasis of Matter paragraph should: 

 be included immediately after the opinion; 

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

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

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

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

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

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

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

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

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

the opinion and any Emphasis of Matter paragraph. 
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Annex II: Letter of Confirmation  
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LETTER OF CONFIRMATION 
 
 
 
 
To: National Audit Office Venue and date: 13.06.2019  
 
 
 
Honoured,  
 
 
We hereby confirm that:  
 

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

 
Ramiz Lladrovci 

Mayor of Municipality of Gllogoc  
Date: 13.06.2019 


