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

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

the Assembly of Kosovo.  

Our Mission is through quality audits to strengthen accountability 

in public administration for an effective, efficient and economic use 

of national resources.  

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base for 

holding managers’ of individual budget organisations to account. 

We are thus building confidence in the spending of public funds 

and playing an active role in securing taxpayers’ and other 

stakeholders’ interests in enhancing public accountability.  

This audit is carried out in line with internationally recognized 

public sector auditing standards and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Municipality of Prishtina 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 Luljeta Sylaj 

(Team Leader) Alban Beka and Syeda Oruçi (team members) under 

the management of the Head of Audit Department Zukë Zuka.   

 

 

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  
 

http://zka-rks.org/
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Executive Summary  

This report summarises the key issues arising from our audit of the Municipality of Prishtina 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 01/11/2018.  

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 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 emphasis of matter, we mention the fact that expenditure in the amount of €1,432,918 were 

incurred and incorrectly reported in economic categories. Out of which, payments in the amount of 

€1,202,902 were incorrectly budgeted as capital investments while they belonged to goods and 

services.    

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  

 

 

 

 

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

Municipality during the audit process. 

  

Emphasis of Matter reflects weknesses 
of controls to confirm correct 
classification of expenditures.

The Mayor should ensure that the AFS 
production process for 2019 includes a 

final review of the responsible 
management, and the AFS declaration 

is not signed unless all necessary 
actions have been implemented (see 

chapter 2).

Internal controls have operated 
effectively in some areas, but 

weaknesses were noticed on some 
important financial systems, including 

expenditures, revenues, assets and 
accounts receivable. Furthremore, 

budget planning and execution at capital 
projects was implemented only 43%.

The Mayor should apply a detailed 
assessment of issues highlighted in this 

report to identify reasons behind 
deficiencies, and necessary actions to 

address them. Also should apply a 
detailed assessment over the 

management of capital projects and 
identify reasons behind their low 

implementation. (See issues on pages 
13 to 30).

Previous year’s recommendations are 
not being adressed as required for 

development and improvement of the 
organisation.

The Mayor should implement a 
rigorous process to ensure that the 
process of implementation of prior 
year’s recommendations is actively 

addressed (see chapter 5).

Governance arrangements that relate to 
accountability, risk management and 
managerial reporting have marked 

progressed, but there is room for further 
development. Regarding the Internal 

Audit activity, even though the 
committee was established, it was not 

operational to support developments in 
this area.

The Mayor should ensure that 
governance arrangements are 

critically revised to ensure that 
adequate changes have been made to 

improve accountability and 
management reporting arrangements, 
to increase operational effectiveness 
supported by an effective IAU (see 

issue C5).
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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 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.   
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2 Annual Financial Statements and other External 

Reporting Obligations   

Our audit of the Annual Financial Statements (AFS) considers both compliance with the reporting 

framework and the quality and accuracy of information presented in the AFS, including the 

declaration made by the Chief Administrative Officer and Chief Financial Officer. 

The declaration on presentation of AFS includes a number of assertions relating to the compliance 

with the reporting framework and the quality of information within the AFS.  These assertions 

intend to provide assurance to the Government that all relevant information has been provided to 

ensure that an audit process can be undertaken.   

2.1 Audit Opinion  

Unmodified Opinion with Emphasis of Matter 

We have audited the AFS of the Municipality of Prishtina for the year ended on 31st of December 

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

Disclosure and other accompanying reports.  

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 (according to cash based accounting), Law no.03/L-048 on Public Financial 

Management and Accountability (LPFMA) (as amended and supplemented) and Regulation MoF 

no.01/2017 on Annual Financial Reporting by Budget Organisations.  

Basis for the opinion 

The audit is carried out 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 Financial Statements” 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: 

We draw your attention to the fact that expenditures in the amount of €1,432,918 were incurred 

and reported incorrectly throughout economic categories.  

• Expenditures for goods and services (maintenance of public areas, deratization of 

basements, treatment of stray dogs, election of athlete of the year, spatial disinsection, and 

art in public spaces) were incorrectly paid out of the category of capital investments. Their 
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total value was €1,202,902 and the same were budgeted at the capital investment’s program  

Such misclassifications1 have also occurred in previous years; and  

 

• Payments for fuel expenditures in the amount of €114,993 were executed through Treasury 

from the category of Capital Investments. In addition, through court decisions and direct 

Treasury payments, the amount of €115,025 was carried out of the category of goods and 

services for jubilee salaries of retired employees. 

According to the municipality, these are due to a limited budget for goods and services, which are 

indispensable, therefore they have been approved with the budget law. Due to lack of budget were 

not paid fuel expenses, as a result they have been executed by the Treasury. Despite justifications 

presented, according to public sector accounting standards, these are considered as operating 

expenses and should be paid out of the category of goods and services. While for jubilee salaries 

municipality had not planned any budget.  Our audit opinion has not been modified for this issue.  

Key audit matters  

Issues that in auditor’s professional judgment present particular importance for auditing of the AFS, 

are matters that the municipality should address in the context of the auditing of the AFS as a whole. 

In this regard we present the following issues: 

• We have also reported last year on the agreement that the Municipality has signed with the 

Austrian Development Agency (ADA) for implementation of the project “Rural Economic 

Sustainability Initiative” for subsidising farmers in the Prishtina region. This is a three year 

project with participation of the municipality in the amount of €1,500,000 and €337,425 from 

the ADA. While as project implementer was selected “Care Osterreich”. So far the 

Municipality has transferred €1,112,746 to the project implementer, out of which only 

€464,440.99 were spent. Free funds of €648,305 have remained into the account of “Care 

Osterreich”, which are expected to be transferred to farmers after they meet conditions set 

by ADA. During 2019 will be followed implementation of the project by the two signers of 

the agreement; and 

 

• During 2018, Municipality of Prishtina had contingent liabilities in the amount of €38,280,748 

that cover the period since 20042. Compared to the previous year, there is an enormous 

increase of contingent liabilities, value of which in 2017 was €6,180,290. These cases, mostly 

relate to:  Compensation for damage to private property (including warfare), non-fulfilment 

of the contract or its termination, disputes concerning construction permits, etc. According 

to the municipality, this is competence of the courts, thus the outcome is not known. 

                                                      
1 Misclassifications in the AFS are confirmed also by the Municipality, we have decided the value of misclassifications 

based on sampling.  
2According to the municipality, due to the increase in the number of judges at the Court of Appeal, which occurred at 

the beginning of 2018, the old ones, which later went to the municipality, were also activated. 
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However, if lawsuits are decided in favour of Operators, the organization is expected to face 

budget difficulties the following year. 

Responsibility of Management for AFS  

The Mayor of the Municipality of Prishtina 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 no. 

03/L-048 on Public Financial Management and Accountability (as amended and supplemented).  

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

reporting process. 

Auditor General’s Responsibility for the audit of the AFS 

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

in accordance with 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 every material misstatement that might exist. Misstatements may 

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

influence the decisions taken on the basis of these AFS. 

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

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

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

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

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

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

the entity’s internal control.  

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

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

presentation of the financial statements. 
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2.2 Compliance with AFS  and other reporting requirements  

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 (Public Expenditures) and 02/2013 (assets 

management); 

 Action Plan on implementation of recommendations;  

 Requirements of Financial Management and Control (FMC) procedures; 

 Quarterly and Monthly reports on outstanding liabilities and revenues;  

 Report on financing of NGOs; and   

 Procurement plan and report on contracts signed. 

AFS have been prepared in accordance with the reporting format, and have been signed and 

submitted within the legal deadline to the MoF. Municipality has adjusted the AFS within the 

deadline, but remains challenging misclassification of expenditures.  

Municipality based on Regulation 04/2017 - Public Financing Procedures of Non-Governmental 

Organizations (NGOs) Article 26, should prepare the annual report on financial support to NGOs 

and send an electronic copy of the report to the Office of the Prime Minister, at the latest by March 

1st. Municipality had prepared this report but had sent it late in 2019. 

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

2.3 Recommendations related to Annual Financial Statements 

Recommendation B1 3 The Mayor should ensure that is conducted an analysis to determine the 

causes emphasised in the audit opinion and key issues. Specific actions 

should be undertaken to address causes systematically so that are 

eliminated errors in the classification of non-capital expenditures, and to 

confirm the accurate value of outstanding liabilities.  

 

                                                      
3  Issue A and Recommendation A - means new issues and recommendations 

    Issue B and Recommendation B - means repeated issues and recommendations 
    Issue C and Recommendation C - means partially repeated issues and recommendations 
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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 

Municipality of Prishtina had spent 71% of the final budget for 2018, which implies an 

unsatisfactory implementation at the general level. Challenging remains low level of 

implementation of capital investments. About 47% of the capital investment budget was spent 

in the last quarter, while only in December were spent €3.9m or 23% of total capital 

expenditures. This indicates that at capital projects there are delays in execution of works and 

in procurement processes. In the context of financial systems, controls over revenues and 

expenditures are generally appropriate, yet improvements are needed at mechanisms for 

collection of revenues and receivables.  

In addition, more engagement is required for further improvement in order to prevent 

misclassification of expenditures, reduce the number of engagements with special service 

agreements for non-specific works, non-execution of payment in irregular manner, reduction 

of payments under court decisions, and prevention of delays for 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: 

Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget4 
2018 

Outturn 
2017 

Outturn 
2016 

Outturn 

Sources of Funds   72,273,904 85,869,968 61,331,462 57,049,572 58,774,749 

Government Grant -Budget  42,211,067 41,721,497 41,646,451 37,411,514 35,638,815 

Carried forward from 
previous year5 

- 13,928,726 4,426,155 3,041,711 6,382,842 

                                                      
4 Final budget – the budget approved by the assembly, which was subsequently adjusted for by the Ministry of 

Finance. 
5 Own Source Revenues unspent in previous year carried forward into the current year. 
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Own Source Revenues6 29,286,632 29,286,632 14,697,392 16,230,271 16,394,896 

Internal Donations  - 3,115 2,469 - 10,699 

External Donations - 143,606 85,968 123,345 347,497 

Financing from Borrowing  776,205 786,392 473,027 242,731 - 

The final budget compared to the initial budget in total had increased by €13,596,064. This 

difference was as a result of revenues carried forward from the previous year in the amount 

of €13,928,725, revenues from internal and external donations in the amount of €146,721 and 

from borrowing fund €10,187. While under government decision, funding sources from 

government grant had been reduced by €489,569. 

In 2018, municipality had spent 71% of the final budget or €61,331,462, with a decrease by 9% 

compared to 2017. Budget execution remains at an unsatisfactory level, and below are given 

explanations for the current position.   

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 

72,273,904 85,869,968 61,331,462 57,049,572 58,774,749 

Wages and Salaries 30,277,155 29,750,487 29,420,508 28,128,949 27,900,604 

Goods and Services  13,432,732 13,491,465 11,618,992 7,834,544 7,418,324 

Utilities 1,793,000 1,793,000 1,784,547 1,776,482 1,791,297 

Subsidies and Transfers 1,816,810 2,255,054 1,713,941 1,506,072 1,655,659 

Capital Investments  24,954,207 38,579,962 16,793,474 17,803,525 20,008,865 

Explanations for changes in budget categories, including reason and the impact they had are:  

 The budget for the capital investments category was increased by €13,625,755. Despite 

the budget increase, only 43% of the budget was spent. In 2018 budget were included 

96 projects, later were added 17 other projects. Out of these projects 35 of them were 

not implemented at all, while 30 were implemented below 50%. The low performance 

was repeated from the last year as a result of late requests by requesting units for 

initiation of procurement procedures, failure to timely resolve property issues, 

complaints from operators which have extended the deadline up to signing of 

contracts, and delays in implementation of works by companies; 

                                                      
6 Receipts used by the entity for financing its own budget.  
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 The budget for wages and salaries was reduced by €526,668 under government 

decision7 in December 2018. Subsequently, there was a solid increase of around €1,000 

from designated donor grants;  

 While the category of goods and services had a budget increase in the amount of 

€58,733, out of which €3,388 were added from the borrowing fund for performance in 

education, and €55,345 from designated donor grants for projects in education and 

culture;  

 Budget for utilities has not changed from the initial one; with this budget are not 

managed to be covered yet liabilities of utilities on time, therefore about €36,594 were 

paid through private bailiffs for Termokos and €290,807 for water services under 

Article 39.2; and 

 Category of Subsidies and Transfers had increased by €438,245, out of which €31,795 

were increased under Government8 decision to subsidise Urban Traffic at the time of 

air pollution, €6,450 were increased through the Ministry of Finance (MoF) for the 50th 

anniversary of establishment of the “Hasan Prishtina” school and €400,000 were 

allocated from revenues of previous year for the purpose of subsidizing cultural and 

social activities.  

                                                      
7 http://kryeministri-ks.net/wp-content/uploads/2018/12/Vendimet-e-Mbledhjes   
8 Government decision, meeting 36 decision 16/03/2018 

 

http://kryeministri-ks.net/wp-content/uploads/2018/12/Vendimet-e-Mbledhjes
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2 - Challenges in implementation of planned projects 

Finding According to the Budget Law 2018, Table 4.2 are foreseen projects for 

implementation in 2018, also “changes to the amounts allocated for 

existing projects or replacement of capital projects of municipalities 

presented in Table 4.2 should be approved in advance by the Municipal 

Assembly (MA) and the Ministry of Finance (MF). 

Municipality had budgeted €38,579,962 to invest in capital projects, out 

of which it spent only 43% or €16,793,474. Municipality recognizes the 

challenge, according to which the causes are delays in initiating and 

entering into contracts, delays in execution of works by companies, and 

failure to resolve timely property issues in locations where investments 

are made. For 35 projects, or 31 % of the 113 projects included in the 

2018 budget, that have not started and the unfinished ones will be spent 

revenues carried forward or the 2019 budget.  

On the other hand, for the project “Purchase of buses”, municipality 

did not have sufficient budgeted funds. As a result, the municipality 

ended up making payments9 totalling €747,435 for this project by taking 

funds from other projects for which the Mayor had not requested the 

approval of the Municipal Assembly.  

Risk Failure to fulfil the capital investments program will result in fewer 

implemented projects, which directly affects the well-being of citizens 

as well as the quality of services. With the transfer of funds between 

projects and without approval, changes are not reflected in the Public 

Investment Program (PIP), which does not show correct and accurate 

presentation of what projects have been implemented. This will also 

reduce the effective implementation of plans for capital expenditures. 

Recommendation B2 The Mayor should undertake a systematic assessment of the reasons 

behind the low level of budget execution on capital investments in 2018 

and earlier, and determine practical options for improvement of 

performance for 2019. Budget performance should be reviewed on a 

monthly basis in order to continuously identify barriers that hinder 

budget execution at a planned level. Where initial budget assumptions 

are incorrect, this should be fully reflected in the final budget position. 

In addition, changes in capital projects presented in the budget table 4.2 

“Funding of Municipal Capital Investments” should be preliminarily 

approved by the Municipal Assembly, as defined under the current 

budget law. 
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3 - Payments through court decisions  

Finding According to the Article 39.2 of LPFMA, each valid invoice and 

payment for works or services delivered for the BO should be paid 

within 30 days of the receipt of the invoice. While under Article 40 of 

the LPFMA, the invoice can be executed directly by the Treasury after 

receiving the final decision by the court/bailiff. 

Based on abovementioned criteria, Treasury had executed payments in 

the amount of 1.2 million euros from the municipal budget directly to 

the account of the Economic Operator (EO)/Bailiff. From testing of 23 

payments we have noticed that their execution through bailiff had 

caused additional costs by €63,543. Payments happened due to the fact 

that works/services were completed but were not paid according to 

regular procedures for spending of public money as a result of lack of 

budget. Payments were for jubilee salaries, payments for services, 

utilities, investments, etc. Payments had occurred as a result of lack of 

budget planning and the failure to plan the budget for them.  

Risk Forms of payment through court decisions risk implementation of 

planned capital projects or delivery of services whereof funds for 

payment have been taken. Such payments cause additional damage to 

the budget due to enforcement costs. 

Recommendation B3 The Mayor should take appropriate actions to discontinue the created 

practice of carrying out payments, in order to avoid coming to 

payments under court decisions or direct payments by Treasury. 

Avoiding them should be done by adhering to public procurement 

rules (good management of contracts from planning, execution, and 

reporting), and Treasury rules regarding timely commitment and other 

steps up to execution of payments.  

                                                      
9 Payments in the amount of €179,059.87; €168,375.43 and €350,000 have been paid for the “Purchase of buses” 

from projects “City Market”, “Lakrishte Roundabout, Arberia Roundabout” and “Infrastructure Construction”. 
The payment in the amount of €50,000 was paid for construction of roads from the project “City Market”. 
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3.1.1 Revenues  

Revenues collected by the municipality for 2018 were in the amount of €26,282,405. Revenues 

from property tax comprise 20% of the total revenues, revenues from construction permits, 

cadastre, administrative fees, use of spaces, waste collection, etc. In addition, this year 

Municipality had received revenues from traffic fines, courts and forestry agencies in total 

amount of €2,255,224. 

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2018  

Receipts 
2017 

Receipts 
2016 

Receipts 

Property tax  6,100,000 6,100,000 6,975,295 6,961,321 7,176,272 

Municipal tax  23,186,632 23,186,632 19,307,109 16,598,299 17,067,414 

Total 29,286,632 29,286,632 26,282,405 23,559,620 24,243,686 

Municipality of Prishtina had managed to implement 89% of the plan on revenue collection 

planned for 2018. This had occurred due to ambitious planning for collection of revenues from 

the waste collection fees, where was planned collection of about 4 million euros while was 

collected only 1.5 mil. On the other hand, the plan for collecting property tax revenues was 

exceeded, while the one of municipal fees had lagged by 27%.   

From revenues collected this year and revenues carried forward from 2017 were spent 

€19,123,546. This year €23,342,803 were carried forward to be spent in 2019. 

 

Issue A 1 – Delays in carrying revenues forward to be used 

Finding  According to the Law on Local Self Government 03/L-40 Article 12, 

clause d and Article 40 clause c and according to the municipal statute 

Article 34 point d, the Municipal Assembly shall approve any act 

necessary for efficient functioning of the municipality, while according 

to the Article 52 of the statute, the Mayor makes the proposals. Despite 

this, even though the municipality had at its disposal to use for capital 

expenditures about €13.9m revenues of 2017, the request by the Mayor 

to the MA for carry forward had arrived only in October 2018, whereby 

was approved. Since revenues were carried forward with a delay, the 

implementation of capital investments was low, and liabilities for 2019 

had increased. Municipality did not have an official explanation why 

revenues were carried forward with a delay.  
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Risk Carrying funds forward with a delay has direct impact on 

implementation of capital projects that are planned to be paid from own 

source revenues. This has impact on fulfilment of municipality’s 

objectives towards meeting objectives of the society, which expects 

improvement of the overall infrastructure. 

 The Mayor should expedite discussions in the Municipal Assembly and 

to make proposals on time for the process of carrying revenues 

forward, so that revenues collected from taxpayers are used effectively 

towards achievement of as many capital projects as possible, which 

directly affect citizens’ wellbeing. 

Issue A 2 - Use of properties with expired contracts 

Finding  Based on Assembly’s decision in 2007, 21 apartments were leased to 

former municipal advisors. Also with the Housing Commission 

decision in 2008 were leased 22 other apartments to administrative 

employees. We have tested four cases and found that these contracts 

had expired and they have not been renewed. Leaseholders continue 

using the apartments. In addition to the fact that the compensation was 

minimal, the lease payment was not done regularly, where the debts 

were in the amount of €16,171. According to the municipality, they are 

currently in the process of identifying the status of these properties and 

will then be handled according to the law. 

Risk Leasing municipal property with expired and without contracts denies 

the right of the municipality to collect revenues and to pursue legal 

procedures if receivables are not collected on time.   

 The Mayor should take measures to quickly resolve this issue, in order 

to improve the current situation, through preparation of new contracts 

or other legal forms that lead to collection of revenues for the 

municipality, and lawful use of properties.
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Issue B4 – Use of properties without compensation   

Finding  According to the Law on local government 03-L040, Article 14, 

Municipality statute, Article 33.2-a, and Law 04/L-144, is foreseen the 

possibility/manner of leasing of municipal property. The Municipality 

in 2014 carried through the verification of all municipal properties, 

including the parcels in the so-called area “Industrial Zone”. At least 37 

parcels of this zone with about 6 hectares are used by different 

businesses without any compensation to the Municipality. This issue 

has also been raised in the previous year’s report and continues to 

remain unresolved. However, the Municipality, had not provided any 

concrete explanation as to why no actions have been taken to address 

this issue.  

Risk Allowing municipal properties to be used by businesses without an 

agreement/contract deprives the Municipality of collecting those 

revenues, poses a risk of manipulating with those properties. 

According to a simple calculation compared to other rents, it turns out 

that the Municipality loses at least €6/m2 or 360,000€/month.        

Recommendation B4 The Mayor should review the cause behind the use of properties 

without compensations and take actions to sign agreements with 

businesses/users of properties for their compensation, whether 

through rent or other legal forms. 

Issue B5 - Insufficient generation of revenues from businesses 

Finding  The Regulation on Tariffs, Charges and Municipal Fines No. 110-2782 

foresees annual charges for exercising of some business activities that 

operate within the Municipality. The Directorate of Strategic Planning, 

which is in charge with this issue, does not have accurate information 

on the number of businesses activities that are obligated to pay the 

municipal fee. Revenues from this fee rely on voluntary declaration of 

businesses, as they are not issued an invoice. This year from this fee 

were collected €63,227 and there is a decrease compared to the previous 

year where were collected €68,180. The cause of this is lack of a database 

for business that operate in the Municipality    

Risk Due to collection of revenues based on willingness of businesses, and 

due to lack of accurate data, directly reduce total municipal revenues 

and lead to unrealistic planning of revenues.   

Recommendation B5 The Mayor should take measures to create an accurate base for all 

businesses that operate in the Municipality and are liable against this 

fee based on the regulation issued in the Municipal Assembly. Further 

on, to ensure that businesses are billed in regular basis and all necessary 

actions for their collection are taken. 
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3.1.2 Wages and Salaries 

Wages and Salaries are paid through a centralized payments system managed by the MoF. 

Controls operating at the local level by the Municipality relate to checking payments monthly 

by signing the payroll list, verification of possible changes that may be presented through 

forms; updating of personnel files and budget review for this category, and reconciliations 

with the Treasury.   

The final budget for wages and salaries was €29,750,487, while expenditures were €29,420,508. 
 

Issue C1 – Shortcomings with Special Services Agreements 

Finding According to Law no. 03/L-149 on Civil Service, Article 12, clause 4 and 

Law no. 03/L-212 of Labour, Article 10, is allowed entering into 

contracts for specific services and specific tasks. Based on this the 

Municipality to obtain necessary services, has engaged 94 persons 

through Special Services Agreements (SSAs). We have tested 10 cases 

and found that: 

In five cases10, their engagement was not done through simplified 

recruitment procedures as required. The persons were engaged for 6 

months then their contracts were extended for 6 more months at the 

request of the respective directors where they were previously 

engaged. Persons worked in regular job positions. According to the 

municipality, this was due to lack of approved positions in budget 

planning, and the possibility of easier engagement. Only in one case 

were developed recruitment procedures; 

In four11 other cases, individuals that were engaged under SSAs (in the 

Central Kitchen of the Preschool Institutions), had their contracts 

renewed as of February 2015. While as of middle of 2017, they had 

contracts of indefinite duration and were being paid SSA compensation 

from goods and services. This had happened because of the decision of 

the work inspectorate, which had recommended to provide them with 

contracts until is found a suitable solution. 

Risk Covering regular positions with SSAs without simplified procedures 

limits the competition and as a consequence may be engaged low 

competence staff, and the quality of services received may not be in line 

with needs. While due to the failure to resolve employees’ status for 

many years increases the risk where the municipality may be exposed 

to lawsuits and financial losses. 

                                                      
10 Under Law No. 03/L-149 on Civil Service, Article 12, clause 4   
11 Law on Labour No. 03/L-212, Article 10 
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Recommendation C1 The Mayor should ensure that employees retained through special 

service agreements are engaged only in cases when specific requests 

arise. The engagement is made in line with legal requirements through 

a competitive and transparent process and the period of engagement to 

be done within the foreseen deadlines under the law. While for all 

regular work positions should be ensured that are budgeted from the 

category of wages and salaries and paid from the payroll system. 

3.1.3 Goods and Services and Utilities  

The final budget for Goods and Services in 2018 was €15,284,465, out of which were spent 

€13,403,53912 or 88%. The largest part of expenditures in this category includes utilities, other 

contractual expenditures, fuel and wood for heating, routine maintenance, vehicle 

maintenance, medical supplies, etc.  

Issues that have been identified related to commitment of funds and the receipt of invoices in 

this category are presented in subchapter 3.1.6 as issues that are reflected in other categories 

as well. 

Recommendations 

We have no recommendations in this area. 

3.1.4 Subsidies and Transfers  

The final budget for Subsidies and Transfers was €2,255,054, out of which in 2018 were spent 

€1,713,941. They relate to subsidising of public entities, assistance in case of deaths, 

scholarships and support for cultural and sports activities etc.  

In 2018, Municipality had approved amendments to the former Subsidies Regulation, with 

the aim of better management of funds upon award of funds and monitoring of subsidies. In 

addition, award of subsidies was done through public calls. 

Recommendations 

We have no recommendations in this area. 

                                                      
12 This includes the purchase of milk for the primary schools of the municipality for which we have not given 

any opinion as the case is under investigation in the Directorate for Investigation of Economic Crimes and 
Corruption in Prishtina with the authorization of the Basic Prosecution in Prishtina Nr. . PPN.I.Nr. & K / 2019 
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3.1.5 Capital Investments  

The final budget for capital investments was €38,579,962. Out of which in 2018 were spent 

€16,793,474 which shows a poorer performance by 14% compared to the previous year 2017. 

Moreover, the low trend of capital expenditures is existent as of 2015. Investments mainly 

relate to repair of infrastructure, social centres, day cares and various improvements to 

facilities and inventory. 

Issue B6 – Poor planning of contract quantities 

Finding According to the Rules and the Operational Guidelines for Public 

Procurement (OGPP), the requesting unit is responsible for preparation 

of formal assessment of needs for each procurement activity in order to 

ensure that are only done accurate and necessary procurements. In the 

procurement process “Expansion and modernization of public lighting 

network” the criterion was the lowest price bid, based on this the 

winning bid was in the amount of €164,403 (public framework 

contract). We made comparisons with the second bidder and it turned 

out that for the same quantities supplied, the municipality had paid 

€39,75713 more. Therefore, due to poor planning assessment of 

requested quantities and those needed for supply, the cheapest bidder 

had cost the municipality more. As a result, for a stage were contracted 

50 units and were received 1302 units, while some other positions were 

not received at all. The same case had happened in the previous year as 

well. 

Risk Failure to plan approximate quantities risks rewarding the most 

expensive bidders, even though in principle during the bids evaluation, 

it is perceived as the lowest price bid is being rewarded, and as a result 

cause financial loss for the Municipality and always exist the risk of 

misuse during the entire tendering process and execution of contract. 

Recommendation B6 The Mayor should ensure that requesting units evaluate as accurate as 

possible the needs for works that will be ordered, in order to not be 

repeated the similar cases. We would suggest that upon planning of 

quantities is done a review by a team/second staff that has knowledge 

for that certain project. 

                                                      
13 The municipality has paid for the same quantities the amount of €191,394, whereas under the second bidder 

these amounts would have cost the municipality €151,637. 
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Issue A 3 - Weaknesses in management of contracts  

Finding  According to the contractual arrangements are also determined 

obligations of the EO to the municipality. During the audit we  found  

some irregularities regarding the procedures and execution of four 

signed contracts: 

First, in the procurement procedure, “Construction of some roads”14 in 

the contract was foreseen insuring of the worksite by an insurance 

institute licensed for this activity. Herein was included insuring of 

entire staff engaged until completion of works. Upon execution of first 

instalment of €50,000, the EO had not insured the worksite. Project 

manager had no justifications regarding the lack of insuring by EO; 

Secondly, in the project “Construction of preschool facility in 

neighbourhood Kodra e Trimave” during the execution of the contract, 

the contract manager had changed several requirements in the contract 

such as: under the contract the construction of wall was foreseen with 

Silcapor bricks, while were built with clay bricks, transportation and 

installation of floor under the contract was foreseen to be made of 

wood, while were installed tiles. According to the manager were not 

foreseen adequate items therefore they were changed;  

In a third case, under the contract for the project “Construction of the 

primary school facility in Arberia”, the guarantee period of defects is 

five (5) years after the acceptance of works. The facility was accepted in 

November 2018. During our physical examination of this project, we 

noticed that some parts of the facility (walls, ceilings) were significantly 

damaged. The municipality had not requested the EO to repair these 

damages because they received no complaints about the school by the 

school Directorate.  After we brought our observations to the attention 

of the municipality, the municipality  requested the EO to make 

appropriate repairs; and 

In a fourth case, according to the OGPP, Article 56.11 for framework 

contracts specifies that whenever the indicative quantities are not 

known, then the Contracting Authority (CA) has to use the price per 

unit contracts, where the threshold or ceiling of plus/minus thirty 

percent (30%) is not valid.  In two cases15 the CA, despite the fact that 

they are price per unit contracts (where the estimated quantity is not 

                                                      
14 Construction of Roads in Makovc, Lagja Balaj and Grashticë e Epërme Lagja Musaj, Rexhaj and Obzovik 
15 Contract "Drafting of Projects of Road Infrastructure in Prishtina" and the contract "Construction of irrigation 

system and drilling of wells. 
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known), the Municipality has applied the incorrect contract or ceiling 

of plus/minus thirty percent (30%). According to the procurement 

manager, this due to lack of notification of the change of legislation.  

Risk Due to poor management and monitoring of contracts, they may not be 

implemented according to contractual terms, hence failing to achieve 

the objectives and requirements set out in the contract. While inclusion 

of the threshold in the public framework contract of +/- 30%, when is 

not required, poses a risk for the entity as EOs may require its 

fulfilment. Also, due to carelessness of applying the guarantee period 

causes additional costs for the municipality.  

 The Mayor has to ensure that project managers ensure that all 

works/services are delivered under the contract, and after the 

acceptance of works, are made visits so that during the guarantee 

period are made necessary repairs. Furthermore, contracts should 

entered into as required under public procurement guidelines. 

Issue B7 - Delays in implementation of projects  

Finding  Under the contracts entered into between the Municipality and EOs are 

also foreseen timeframes for implementation of projects. As a result of 

testing 100 payments we have identified the following delays:  

• The construction project of the Boulevard above the “Kurriz” in the 

amount of €977,725, for which the contract was signed on 12.06.2015 

is foreseen to be completed after 180 days, but the contract is not 

completed yet. The municipality has not applied any penalties. At 

the end of 2018, the procurement manager based on the report of 

the commission for evaluation works had proposed closing of this 

contract, but this was not done. Due to delays there was inadequate 

management of the contract, while for conclusion of the contract is 

awaited the approval of the Mayor; 

   

• The contract “Construction of bridges in the western part of the 

Central Ring” was signed on 29.07.2016 and according to the 

contract, the date of completion of all works was to be 180 days. 

Until the end of 2018, were executed works in the amount of 

€706,976 or only 36% of the contract value. In addition, the contract 

“Revitalisation of stairs and construction of the overpass in the 

Arberia neighbourhood” signed on 05.02.2018, should have been 

completed within 120 days. Until the end of 2018, works executed 

only amount to €102,875, or only 22% of the contract. In these cases 

the causes of delays were weaknesses in the project; 
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• The contract “Construction of physical education hall in “Eqrem 

Qabej” school was signed on 29.10.2014, under which it should have 

been completed within 100 days. Works were not delivered under 

the contract in the “Eqrem Qabej” school but in the Barileva School. 

According to the manager, this had happened due to unrealistic 

planning of construction plan; 

  

• The Contract “Construction of concrete collector and sewerage 

channel on the road over the Prishtina River” signed on 09.08.2016 

under contract the date of completion of works was 120 days and 

“Construction of the sewerage Besi-Barileve-Lebane-Kodra e 

Trimave” signed on 18.08.2017 under the contract should have been 

completed within 60 days. Until the end of 2018, for the first one 

were executed works in the amount of €1,235,791, or 56% of the 

contract, and for the second project were executed works in the 

amount of €60,000, or only 30%. These two projects are still not 

completed. The Municipality had not resolved beforehand property 

issues related to these projects because of which implementations 

were delayed. In the second project there were delays also by the 

EO against whom were applied penalties; and  

 

• Contract “Mending of road Reshat Maliqi; 27 Nentori; and 

improvement of infrastructure in roads Aziz Kelmendi; Malush 

Kosova; and Elena Gjika “was signed on 24.10.2017 and according 

to the contract the date of completion of all works will be 150 days. 

Until the end of 2018, were executed works in the amount of 

€50,000, or only 14.6% of the contract. Delays were cause by an 

irresponsible EO. The project manager has sent remarks to the EO 

and has informed the procurement office about the delays, yet 

during the payment of the first stage were not applied penalties. 

Risk Failure to implement projects according to the dynamic plan and 

contracted conditions, and starting works without resolving property 

issues, leads to prolongation of projects’ implementation that threatens 

the quality of works, but above all damages the perception of citizens 

towards the municipality. 

Recommendation B7 The Mayor should undertake necessary measures for completing the 

projects which are being carried through the years. Further on, it should 

ensure that the issue of expropriations is solved before they are 

initiated, in order not to have interruptions of works and projects are 

implemented in line with the dynamic plan. 
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Issue A 4 - Execution of works without a contract 

Finding  According to the LPP, Article 38, the public framework contract cannot 

be extended and its conditions cannot be changed. Municipality had 

signed a framework contract for the project “Manufacturing, supplying 

and placing of home address numbers”. This contract was signed on 

20.09.2016 with a 12-month duration. From our testing we found that 

supplies in the amount of €17,959 paid in 2018 wer carried out six 

months after the end of the contract. According to the contract manager, 

the EO had started implementation of the contract with a delay as a 

result of which the deadline was exceeded. According to this, it seems 

that the manager had not paid attention to the deadline stipulated in 

the contract. On the other hand, the municipality has not taken 

appropriate measures towards the EO to ensure that works start and 

end on time.  

Risk Municipality risks entering into liabilities without a contract due to 

inefficient management of contracts. Therefore, payments carried out 

after the end of the contract can cause financial losses for the 

municipality and achievement of poor value for money. 

 The Mayor should ensure that conditions of the framework contract are 

adhered to, as stipulated under the PPL, and to strengthen controls so 

that contracts are managed appropriately and that works/supplies are 

not delivered beyond the timeframes stipulated under the contract. 

Issue C 2 – Deficiencies in the tender evaluation process 

Finding  According to the OGPP if the EO offers items with €0.00 price, should 

be sent clarifying questions to the EO seeking explanation for it. In the 

procurement procedure “Construction of road and pavements in the 

village of Drenoc” in the amount of €367,972, the EO had offered three 

items with the price of zero (0), but no clarification was demanded. The 

committee for evaluation of tenders had not noticed these items with 

the price of zero, therefore has not requested a clarification.  

Risk Failure to adhere to legal provisions of public procurement can cause 

delays of procurement procedures as the same may be cancelled and 

projects to remain unfinished. 

Recommendation C2 The Mayor should strengthen controls in the procurement office 

regarding the evaluation of tenders to ensure that the committee for 

evaluation of tenders makes complete examination of bids, including 

items offered with price of zero euros. 
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3.1.6 Common Issues on Goods and Services and Capital Investments 

In the following have been presented common issues that relate to goods and services as well as 

capital investments: 
 

Issue C3 - Purchase-order after the receipt of invoice/works  

Finding  According to Financial Rule 01/2013, the process of initiation of expenditure 

is preceded by the purchase request, commitment of funds, purchase order, 

receipt of goods and then the invoice. In 61 payments tested out of 200 that 

related to capital investments and goods and services, were not followed 

abovementioned rules. Purchase order and commitment of funds were done 

after the receipt of works/supplies, respectively after the receipt of invoice. 

This was due to lack of good communication between competent parties.  

Risk Entering into liabilities without funds committed/purchase order may cause 

the increase of outstanding liabilities, as a consequence which the Treasury 

may execute payments directly. 

Recommendation C3 The Mayor should ensure that the responsible staff adheres to the determined 

legal steps over the expenditures process, so that upon initiation of 

expenditures to ensure that funds are committed and purchase order 

prepared on time.  

Issue B8 - Signing contracts without commitment of funds 

Finding  According to the financial regulation 01/2013, no contracts should be signed 

without prior commitment of funds and that commitment should be a 

constituent part of the contract. In seven16 cases out of eleven tested, contracts 

were signed without sufficient commitment of funds. The total value of 

signed contracts was €2,401,843, while the commitment of funds for them was 

only €310,000, or approximately 13% of the contract value. According to 

municipal officials, due to late allocation of own source revenues has resulted 

in signing of contracts without complete commitment of funds.  

Risk Entry into liabilities without committed funds poses a risk for incomplete 

financing of projects, failure to implement them or payments carried out 

directly by the Treasury.  

Recommendation B8 The Mayor has to ensure that no contract is signed without securing sufficient 

funds, and commitments for its implementation. 

                                                      
16 Supply with school inventory, contract in the amount of €76,890 while the commitment €30,000; Construction of road and pavements 

in the village of Drenovc LOT II, contract in the amount of €367,972 while the commitment €50,000; Construction of sewerage network 
in new neighbourhoods, contract in the amount of €933,447 while commitment €50,000; Construction of roads Evlija Çelebi, Luan Qelaj 
and Halil Ademaj – Retender, contract in the amount of €122,234 while commitment of €50,000; Mending and asphalting of Fehmi 
Lladrovci road, contract in the amount of €59,480 while the commitment €30,000, as well as the revitalization of stairs and the 
construction of the overpass in Arbëria neighbourhood, contract in the amount of €463,261 while the commitment €50,000. 
"Reconstruction of roads and pavements in the Street Vëllezërit Fazliu " in the amount of €378,558 while the commitment of €50,000. 
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3.2 Capital and non-capital assets  

Assets management is an important part of financial management and control in the public sector. 

A proper assets management requires from municipality to have full view of assets, procedures for 

their control and management, and to update constantly changes in its registers.  

The value of capital assets presented in the AFS for 2018 was €2,452,784 while the value of non-

capital assets was €1,290,330. Stocks at the end of the year were €264,282. 

 

Issue A 5 – Failure to establish the commission for inventorying of assets 

Finding  According to the Regulation 02/2013 on Management of Non-Financial 

Assets in Budget Organizations, the Mayor should establish a Commission 

for Inventorying of Non-Financial Assets annually or periodically. During 

2018, this was not done as during 2018 the Mayor had not established the 

inventorying commission.  

Risk Failure to inventory assets poses a risk as the information on municipal assets 

is deficient, as well as on accuracy, quality, and physical condition of non-

financial assets.  

 The Mayor should establish the Commission for inventorying of assets in 
order to have accurate annual or periodic information on the condition of 
each piece of asset. 

Issue B9 - Weaknesses in assets management 

Finding  According to the Regulation no. 02/2013 on Assets Management, Article 6 

and 10 stipulate that any budget organization should establish and maintain 

non-financial asset management registers (KFMIS and e-assets) and all non-

financial assets, after the receipt should be recorded in the accounting 

registers, regardless of the fact whether they are paid partially or in full. In 

addition, assets should be received by a commission consisting of three 

members. Weaknesses in assets management, are as below: 

 When tested seven (7) payments from capital investments, a payment in 

the amount of €56,596, was not recorded in the assets register, whereby 

assets were understated for this value. This was due to lack of 

communication between the education directorate and the assets officer; 
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 Also for the facilities: 43 municipal apartments given in use, former 

facility of Court of Appeals, former facility of Municipal Court, building 

where is located the Directorate of Inspection and Privatization Agency 

of Kosovo, have not yet been registered. This was because the 

Municipality is awaiting an external committee from the central level 

which will start evaluation of all properties and evaluation of 

expropriated land; 

 The e-Asset module is not used. Stocks are recorded in a general register 

of non-capital assets in the Excel application. Although the data is 

sufficiently structured in this database, they are maintained manually. 

According to municipal officials, during 2019 is expected data transfer 

to the e-assets system and begin with the application of registration of 

non-capital assets in it; and 

 For IT equipment supplies (€74,655) was not appointed a commission 

for receipt of goods. Goods were received by school directors. 

Risk Lack of accurate information on assets does not allow an effective 

management and controls over assets. As a result of lack of assets recording, 

their register is understated, thus there is a risk for their misuse. In addition, 

manual maintenance of data poses a risk of errors. On the other hand, 

receiving goods in lack of relevant Receiving Committee may lead in 

receiving non-qualitative goods and not in line with the contracted terms. 

Recommendation B9 The Mayor should ensure that all directorates effectively cooperate with 

assets officer so that to the latter is provided sufficient documentation for 

assets recording. Further on, all necessary actions should be taken to put in 

place e-Assets system for recording assets under €1,000. 

3.3 Receivables  

The value of Accounts Receivable (AR) at the end of 2018 was €45,117,657, which related to property 

tax, waste management, construction permits, municipal lease, expropriations from the Ministry of 

Environment and Spatial Planning and the use of public spaces. AR, (started in 2018) from waste 

management amounted to €2,317,319. 

AR from Property Tax comprise 71% of the total debt. Municipality in 2018 was maximally engaged 

in collection of these debts, and had issued some reprimands as a measure to encourage all 

municipal debtors to pay their debts, although some of them had responded accordingly, the debt 

remains concerning.  
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Issue C5 – Challenges in management of Accounts Receivable 

Finding  Municipality is not managing AR effectively. We also reported last year about 

the deficiencies noticed, such as: 

Accounts receivable of €10,580,447.58 are from property tax for socially 

owned enterprises which are administered by the Privatization Agency of 

Kosovo (PAK), which account for 23% of the total. The value of €1,515,485 are 

receivables from government building former “Rilindja”, which as of 2008 is 

used as a government building and was expropriated in 2013, and according 

to the Law on Property Tax 03/L 2014, Article 8 item 1, government 

institutions are exempt from property tax. From this period, this debt 

amounts to €287,092. This issue has been repeated from last year, while 

according to the municipality this is being handled; 

In the Property Tax System (Protax), there are at least 53 properties listed 

without owners, which increase AR fictiously  for at least €96,852, which are 

not yet deleted from the system. For management is used the Protax17 system 

which is managed by the MoF and account balances are taken for granted by 

the system. 

We also have a fictious increase of AR at waste management, for which is 

used data of persons from the Protax registry; and 

The municipality does not have information on the debt from business fees, 

for which it has never issued an invoice. 

According to the municipality, the cause of these deficiencies are: the Protax 

system and the insufficient number of officials in respective departments in 

the municipality.  

Risk The high level of receivables and ineffectiveness in their collection remains a 

challenge for the next period. Failure to collect receivables poses a risk as they 

may become uncollectible, by creating direct financial losses for the 

municipality. 

Recommendation C4 The Mayor should ensure that are actively reviewed all possible options by 

establishing policies and regulations or action plans, in order to increase 

efficiency of collection of receivables.  

                                                      
17 In 2008, the MoF in cooperation with the Swedish Tax Agency (hereinafter referred to as STA) and financing of the 

Swedish International Development Cooperation Agency (hereinafter referred to as SIDA), has drafted the Pro Tax 
project for the purpose of full and correct registration of property tax, in order to help improve the efficiency of the 
administration and increase revenues at the municipal level. 
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3.4 Outstanding liabilities  

The statement of outstanding liabilities owed to suppliers at the end of 2018 was €7,518,082, which 

had increased significantly compared to the previous year (€1,262,953). The largest increase of 

liabilities was at Capital Investments as a result of municipal assembly decision to pay €6,273,464 as 

assistance to the LPE Pallati i Rinisë18 and IMN Kosova, which decision has not yet been legitimised 

by the MoF. While other liabilities were as a result of late arrival of invoices, failure to complete 

cases, lack of funds, etc. These liabilities were carried forward to be paid in 2019.  

 

Issue A 6 - Delays and non-reporting of liabilities 

Finding  Financial Rule 02/2013/MoF on Reporting of Outstanding Liabilities of 

Budget Organizations (BO), Article 5 states that “the monthly report on 

arrears shall include all  outstanding  arrears  as  of  the  reporting date,  

regardless  of  which  period  they  have been accrued in.” In addition, the BO 

has to pay every valid invoice within 30 days from its receipt. 

 From 13 samples tested, four invoices amounting to €56,797, were not 

declared in the AFS by the municipality, even though the service had 

occurred in 2018. While in one case it had declared liabilities in the 

amount of €29,608, even though according to the contract manager this 

service was not delivered but it was claimed for it; 

 In five invoices that amounted to €127,830, the municipality had delayed 

their payment without any explanation varying from 8 days to 5 

months; and 

 In five cases that amounted to €56,806, invoices were not registered.  

The reason why declarations were not complete and why invoices were not 

registered was due to carelessness of responsible officials, while in terms of 

delays, officials do not have an explanation as to why invoices were not paid 

on time. 

Risk Poor controls over the management and reporting of liabilities lead to 

incorrect presentation of liabilities, while payment delays create budgetary 

implications for the next fiscal year, as the possibility of Treasury carrying out 

direct payment. 

 The Mayor should review  the process of presenting liabilities and payment 

of invoices to identify weaknesses in the process, and to make sure that 

invoices are registered. 

                                                      
18 Pallati i Rinisë was transferred under the management of the Municipality.   
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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 are some shortcomings regarding the governance within the municipality, particularly with 

regard to low implementation of prior year recommendations, monitoring of risks list, lack of 

concrete initiatives to increase revenues, lags in implementation of Capital Investments and 

inefficiency of internal audit as a catalyst of internal controls efficiency.  

According to the Law on Spatial Planning, local level planning is done through three Municipal 

Development Plan documents; Municipal Zoning Map; and Detailed Regulatory Plans. 

Currently, municipality continues to have a Municipal Development Plan 2012-2022, which was 

monitored. Municipality has also created groups for drafting of zoning map as the initial document 

for creation of strategy, after which will be created the new Municipal Development Plan. 

Technical/financial assistance for drafting of the new municipal development plan and zoning map 

will be provided by the Ministry of Environment and Spatial Planning. 

Municipality has drafted three detailed regulatory plans: detailed regulatory plan for blocks “B17”, 

“B18”, “B19” and “B20”, Urban area “B” of the new Pristina neighbourhood, and the regulatory 

plan for “Sofalia 2016-2024 “. 
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4.1 Internal Audit System 

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

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

other risks of audited entities and provides sufficient assurance over the effectiveness of internal 

control. The impact of Internal Audit reports should be judged by the importance that management 

places on addressing recommendations and the support provided by an effective Audit Committee.  

The Audit Committee was established and held four meetings, out of which resulted drafting and 

approval of the plan and statute of IAU. 

____________________________________________________________________________________ 

Issue C5 – Challenges in functioning of the IAU 

Finding  According to the annual plan of the Internal Audit Unit (IAU), were planned 

six (6) audits from this unit. The IAU, for 2018, had finalised only one report 

that handled assets management in the municipality. This is as a result of 

inadequate management of the IAU audit plan. In addition, the Audit 

Committee created for the first time had not yet managed to take any actions. 

The reason why this unit has not functioned as planned is because there were 

challenges in the leadership of this unit. 

Risk This result indicates no readiness to recognize and maximize the benefits of 

internal audit or to seek assurance of the effective functioning of internal 

controls.  

Recommendation C5 The Mayor in cooperation with the Head of AC and the new IAU Director 

should analyse the current situation and ensure normal functioning of 

internal audit activities in accordance with legal requirements in order to 

achieve objectives.  

4.2 Management Reporting, Accountability and Risk Management 

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

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

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

in a transparent way. Whereas, risk management is a process related to identification, analysis, 

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

threatening the Organization. 

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

operate as intended, we have noticed that the measures applied are not fully effective. 
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10 - Weaknesses in Management Controls 

Finding  Due to insufficient management controls, the budget of capital investments 

was at a low level, and large payments for CI were carried out in the last 

quarter of the year, or 47% of the budget, and the revenues of the previous 

year were carried forward late to be used. In addition, about €1.2 million of 

the budget was executed directly from the treasury/court decisions. On the 

other hand, handling of some items was not adequate, such as: classification 

of expenditures in the AFS, revenue management, incomplete assets register, 

failure to conduct inventory and management of accounts receivable. Causes 

of these managerial shortcomings are provided within the report at relevant 

categories. 

Risk Poor accountability requirements and financial reporting should be 

strengthened in order to support effectiveness of financial management 

within the Municipality. This results in weaknesses in the budget process 

and reduces Management’s ability to respond to financial challenges on 

time.   

Recommendation B10 The Mayor should ensure that a review has been carried through to 

determine the form of financial and operational reporting to Senior 

Management. Budgetary performances, including revenues and 

expenditures, and the procurement plan should be subject to regular 

reporting and reviews by the Management. Further on, in order to reduce 

the impact of risks to acceptable levels, the Organization should draft a risks 

register with all appropriate measures/actions to put the exposed threats 

under control. 
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5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS of Prishtina Municipality resulted in 25 key recommendations. 

The Municipality had prepared an Action Plan stating all details of actions and activities on how all 

recommendations will be implemented. The report of the AG was discussed in the Municipal 

Assembly, but not the progress of implementation of the Action Plan on recommendations given. 

At the end of our audit period for 2018, six recommendations from 2017 had been implemented, 

five were in process, and ten have not been addressed yet, while four are closed. The 

recommendation for contingent liabilities was presented as key issue due to the sensitivity. For a 

thorough description of recommendations and how they are addressed see Table 4 below. 

Table 4 Summary of prior year recommendations and of 2018 

No Audit area Recommendations  of 2017  Actions taken  Status 

1 AFS The Mayor should ensure that 
an analysis is undertaken to 
determine the highlighted 
causes in the audit opinion and 
to the key issues. Specific 
actions should be taken to 
address the causes 
systematically to eliminate 
errors in the classification of 
non-capital expenditures and 
to confirm the correct 
evaluation of outstanding 
liabilities. 

No actions taken in 2018. Unimplemented 
recommendation  
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Further on, the Mayor should 
ensure that effective processes 
are in place to confirm that the 
2018 AFS production plan 
formally addresses all issues 
related with compliance. 
Further on, this should include 
the AFS review by 
Management, with specific 
focus on high risk areas or areas 
where errors have been 
identified in previous years. 
The Declaration made by the 
Chief Administrative Officer 
and Chief Financial Officer, 
should not be signed unless all 
necessary checks have been 
applied to the draft AFS. 

2 Budget Process The Mayor should undertake a 
systematic evaluation of 
reasons for the low level of 
budget execution to the capital 
investments in 2017 and earlier, 
and to set out practical options 
for the improvement of its 
execution for 2018. The budget 
performance should be 
reviewed on a monthly basis to 
continuously identify barriers 
for the execution of budget in 
the planned level. There where 
the initial budget assumptions 
are incorrect, this should be 
completely reflected in the 
position of the final budget.  

No actions taken in 2018. Unimplemented 
recommendation  

3 Payments from 
Treasury 

The Mayor should take 
appropriate actions in order to 
stop the created practices of 
payments with court decisions 
or direct payments from 
Treasury. Their avoidance 
should be done by strictly 
adhering to public 
procurement rules (good 
management of contracts from 
planning, execution up to their 
reporting), as well as treasury 
rules related to commitment of 
funds in time as well as other 

No actions taken in 2018. Unimplemented 
recommendation  
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steps up to the execution of 
payments. 

4 Revenues The Mayor should ensure that 
an objective and implementable 
planning is made and the same 
should be followed with 
activities and appropriate 
measures for implementation.  

Planning and execution 
was done based on the 
collection of revenues 
from previous year. 

Recommendation 
implemented  

5 Revenues The Mayor should review the 
cause of using properties 
without compensations and 
take actions to sign agreements 
with businesses/users of the 
properties for their 
compensation, whether 
through rent or other legal 
forms.  

Municipality has not 
managed to implement 
this recommendation. 
There changes in this 
department as well.   

Unimplemented 
recommendation  

6 Revenues The Mayor should analyse 
reasons and barriers why legal 
requirements in this area were 
not implemented and 
undertake additional actions to 
ensure that the verification of 
municipal properties in the 
coming year is carried through 
as foreseen with law.  

The Municipality has 
managed to implement 
the recommendation 
through the engagement 
of field teams. 

Recommendation 
implemented 

7 Revenues The Mayor should take 
measures to create an accurate 
base for all businesses that 
operate in the Municipality and 
are liable against this fee based 
on the regulation issues in the 
Municipal Assembly. Further 
on, to ensure that businesses 
are being billed in regular basis 
and all necessary actions for 
their collection are taken.  

No measures  taken Unimplemented 
recommendation  

8 Revenues The Mayor should ensure that 
the appropriate recording 
system is put in operation to 
support the collection and 
management of revenues. 

The municipality has 
managed to reconcile 
data, in digital platform 
process. 

Recommendation 
implemented  

9 Revenues The Mayor should ensure that 
the Committee for identifying 
the usage of public spaces 
should in place before the 
seasons start, in order to ensure 

The Committee was 
established and were 
identified spaces. 

Recommendation 
implemented 
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smooth running of the process, 
and collection of revenues in 
time. Further on, the consent is 
given from all members of the 
Committee. 

10 Wages and 
salaries  

The Mayor should ensure that 
the Personnel Office reviews all 
reconciled positions and/or 
those that will be a subject to 
change in order to have 
necessary updates in place. 

Since the entry into force 
of the law on Salaries, 
we have not raised it as 
a specific issue. 

Closed 
recommendation 

11 Personnel 
management   

The Mayor should ensure that 
employees through special 
service agreements are engaged 
only in cases when specific 
requests arise. The engagement 
is made in line with legal 
requirements through a 
competitive and transparent 
process and the period of 
engagement to be done within 
the foreseen deadlines with 
law. While for all regular work 
positions should be ensured 
that are budgeted by the 
category of wages and salaries 
as well are paid from the 
payroll system. 

For those engaged 
before was repeated the 
contract. New ones are 
recruited under a 
competition. 

Recommendation 
Partially repeated  

12 Personnel 
management   

The Mayor should ensure that 
managing positions are 
covered from competent 
persons with regular positions. 
In case of replacement, the 
duration of function as Acting 
should not be longer that the 
period determined with law. 
While the repeated 
recommendation related to 
maintenance of files should be 
finally addressed this year. 

Have been resolved 
some of the Acting, but 
there are still Acting for 
long periods of time. 

Recommendation 
closed unimplemented 

13 Goods and 
services   

The Mayor should strengthen 
controls in this direction to 
ensure that are rules of public 
procurement are considered 
and a regular oversight is being 
implemented when it comes to 
the contract management. At 
an appropriate time period 

CPA contract is used. Implemented 
recommendation 
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before the contracts expired, 
procurement procedures 
should start allowing new 
contracts to be concluded in 
time. 

14 Subsidies and 
transfers   

The Mayor should strengthen 
controls on subsidies 
management and ensure that 
subsidies are awarded in line 
with rules by applying 
additional controls in 
monitoring the spending of 
funds to ensure that subsidies 
are spent for the intended 
purpose. In this aspect, the 
Municipality will increase the 
credibility to citizens.  

The regulation has 
changed, reports are 
requested. 

Implemented 
recommendation 

15 Capital 
investments 

The Mayor should ensure that 
requesting units evaluate as 
more accurate the needs for 
works that will be ordered, in 
order to not be repeated the 
similar cases. We would 
suggest that on the case of 
planning the quantities, a 
review of them to be done also 
by a team/second staff that has 
knowledge for the intended 
project.  

No measures taken. Unimplemented 
recommendation  

16 Capital 
investments 

The Mayor should strengthen 
controls on the management of 
procurement processes 
ensuring that the evaluation 
committees perform objective 
evaluation fully in accordance 
with the determined criteria in 
the tender dossier.  

Withal the progress, 
there are still 
deficiencies.  

Recommendation 
partially implemented 

17 Capital 
investments 

The Mayor should ensure that 
no contract is signed without 
securing the needed funds and 
commitment is made for its 
execution. 

No measures taken. Unimplemented 
recommendation  

18 Capital 
investments 

The Mayor should undertake 
necessary measures for 
completing the projects which 
are being carried through the 
years. Further on, it should 
ensure that the issue of 

No measures taken in 
2018. 

Unimplemented 
recommendation  
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expropriations is solved before 
they are initiated, in order not 
to have interruptions of works 
and projects are implemented 
in line with the dynamic plan, 
while the contracts for supplies 
are planned according the real 
needs and appropriate terms 
for implementation. 

19 Common Issues 
on Goods and 
Services and 
Capital 
Investments 

The Mayor should ensure that 
the responsible staff adheres to 
the determined legal steps on 
the expenditures process when 
initiating expenditures, 
securing that funds are 
committed purchase-order 
prepared in time. Furthermore, 
the Municipality should ensure 
that the invoice receipt book is 
kept where each received 
invoice is recorded and 
identified.  

Withal engagements by 
the municipality, there 
are still deficiencies. 

Recommendation 
partially implemented 

20 Capital and Non-
Capital Assets  

The Mayor should ensure that 
all directorates effectively 
collaborate with the assets 
officer in order that the latter is 
provided with sufficient 
documents for assets recording 
– having an emphasis on the 
cadastral directorate, the 
procurement office and 
receiving committees. Further 
on, all necessary actions should 
be taken to put in place e-Asset 
system for identifying assets 
under €1,000. 

Municipality was 
engaged to record new 
assets, but has not yet 
registers all assets. 

Unimplemented 
recommendation 

21 Receivables The Mayor should ensure that 
all possible options are actively 
considered, by putting policies 
in place and rules in order to 
increase effectiveness in 
collection of receivables. 
Further on, it should consider 
all measures in compliance 
with law, against operators 
who do not meet contractual 
obligations.  

AR continue being high. 
Municipality has not yet 
updated its registers in 
order to eliminate fictive 
properties that create 
AR. Municipality has 
started issuing remarks, 
and obtaining funds 
through bailiffs. 

Partially implemented  



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

 

 40 

22 Outstanding 
Liabilities 

The Mayor should initiate an 
evaluation of financial impact 
that claims and lawsuits could 
have toward the budget of the 
Municipality, and analyse 
possibilities for current 
situation in relation to 
contingent liabilities.  

Withal many lawsuits, 
municipality tries to 
retrieve them. 

Recommendation 
closed unimplemented 
(included in key issues)  

23 Implementation 
of 
recommendations  

The Mayor should ensure that 
the implementation of Action 
Plan is continuously monitored 
and reported on a regular 
monthly or quarterly basis in 
relation to the progress made in 
this direction. 
Recommendations that are not 
implemented according to the 
timeframes, reviewed in a 
shortest timeframe possible by 
the Mayor and undertake 
proactive measures against 
presented barriers during 
implementation. 

Time plan for 
implementation of 
recommendations was 
prepared on time and 
was monitored. Yet not 
all recommendations 
were implemented. 

Recommendation 
closed unimplemented. 

24  The Mayor in cooperation with 
the Head of AC and Director of 
IAU should analyse the current 
situation and ensure smooth 
operation of internal audit 
activities in line with legal 
requirements with purpose of 
meeting the objectives t. First 
steps should be the approval of 
IAU charter and plans, and 
through an effective committee 
to support continuous 
operational activities, with 
focus in addressing 
recommendations, in order that 
benefits from the internal audit 
are much higher. 

Municipality has 
established the AC and 
were approved plans 
and the statute of the 
IAU.  

Partially implemented 

25 Management 
Reporting, 
Accountability 
and Risk 
Management 

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

Issues raised in the 
report show that many 
areas in the report 
require improvement.  

Unimplemented 

recommendation 
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and procurement plan should 
be subject to regular reporting 
and review by the 
Management. Further on, in 
order to reduce the impact of 
risks to acceptable levels, the 
Organization should draft a 
risk register with. 

No Audit Area Recommendations given in 2018 

1 AFS  
The Mayor should ensure that is conducted an analysis to determine the causes 
emphasised in the audit opinion and key issues. Specific actions should be 
undertaken to address causes systematically so that are eliminated errors in the 
classification of non-capital expenditures, and to confirm the accurate value of 
outstanding liabilities.  

2 Budget Planning 

and Execution 

The Mayor should undertake a systematic assessment of the reasons behind the low 

level of budget execution on capital investments in 2018 and earlier, and determine 

practical options for improvement of performance for 2019. Budget performance 

should be reviewed on a monthly basis in order to continuously identify barriers that 

hinder budget execution at a planned level. Where initial budget assumptions are 

incorrect, this should be fully reflected in the final budget position. In addition, 

changes in capital projects presented in the budget table 4.2 “Funding of Municipal 

Capital Investments” should be preliminarily approved by the Municipal Assembly, 

as defined under the current budget law. 

3 Payments through 

court decisions 

The Mayor should take appropriate actions to discontinue the created practice of 

carrying out payments under court decisions or direct payments by Treasury. 

Avoiding them should be done by adhering to public procurement rules (good 

management of contracts from planning, execution, and reporting), and Treasury 

rules regarding timely commitment and other steps up to execution of payments. 

4 Revenues  The Mayor should hasten discussions in the Municipal Assembly and to make 
proposals on time for the process of carrying revenues forward, so that revenues 
collected from taxpayers are used effectively towards achievement of as many capital 
projects as possible, which directly affect citizens’ wellbeing. 

5  The Mayor should take measures to resolve this issue, in order to improve the current 
situation, through preparation of new contracts or other legal forms that lead to 
collection of revenues for the municipality, and lawful use of properties. 

6  The Mayor should review the cause behind the use of properties without 
compensations and take actions to sign agreements with businesses/users of 
properties for their compensation, whether through rent or other legal forms. 

7  The Mayor should take measures to create an accurate base for all businesses that 
operate in the Municipality and are liable against this fee based on the regulation 
issued in the Municipal Assembly. Further on, to ensure that businesses are billed in 
regular basis and all necessary actions for their collection are taken. 
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8 Wages and 
salaries   

The Mayor should ensure that employees through special service agreements are 
engaged only in cases when specific requests arise. The engagement is made in line 
with legal requirements through a competitive and transparent process and the 
period of engagement to be done within the foreseen deadlines under the law. While 
for all regular work positions should be ensured that are budgeted from the category 
of wages and salaries and paid from the payroll system. 

9 Capital 
investments 

The Mayor should ensure that requesting units evaluate as accurate as possible the 
needs for works that will be ordered, in order to not be repeated the similar cases. We 
would suggest that upon planning of quantities is done a review by a team/second 
staff that has knowledge for that certain project. 

10  The Mayor has to ensure that project managers ensure that all works/services are 
delivered under the contract, and after the acceptance of works, are made visits so 
that during the guarantee period are made necessary repairs. Furthermore, contracts 
should entered into as required under public procurement guidelines. 

11  The Mayor should undertake necessary measures for completing the projects which 
are being carried through the years. Further on, it should ensure that the issue of 
expropriations is solved before they are initiated, in order not to have interruptions 
of works and projects are implemented in line with the dynamic plan. 

12  The Mayor should ensure that conditions of the framework contract are adhered to, 
as stipulated under the PPL, and to strengthen controls so that contracts are managed 
appropriately and that works/supplies are not delivered beyond the timeframes 
stipulated under the contract. 

13  The Mayor should strengthen controls in the procurement office regarding the 
evaluation of tenders to ensure that the committee for evaluation of tenders makes 
complete examination of bids, including items offered with price of zero euros.   

14  The Mayor has to ensure that no contract is signed without securing sufficient funds, 
and commitments for its implementation. 

15 Common issues  The Mayor should ensure that the responsible staff adheres to the determined legal 
steps over the expenditures process, so that upon initiation of expenditures to 
ensure that funds are committed and purchase order prepared on time. 

16 Assets  The Mayor should establish the Commission for inventorying of assets in order to 
have accurate annual or periodic information on the condition of each piece of asset. 

17  The Mayor should ensure that all directorates effectively cooperate with assets 
officer so that to the latter is provided sufficient documentation for assets recording. 
Further on, all necessary actions should be taken to put in place e-Assets system for 
recording assets under €1,000. 

18 Receivables The Mayor should ensure that are actively reviewed all possible options by 
establishing policies and regulations or action plans, in order to increase efficiency 
of collection of receivables. 

19 Outstanding 
liabilities  

The Mayor should look at the process of declaring liabilities and payment of 
invoices to find weaknesses in the process, and to make sure that invoices are 
registered. 
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20 IAU The Mayor in cooperation with the Head of AC and the new IAU Director should 
analyse current situation and ensure normal functioning of internal audit activities 
in accordance with legal requirements in order to achieve objectives. 

21 Management 
reporting 

The Mayor should ensure that a review has been carried through to determine the 
form of financial and operational reporting to Senior Management. Budgetary 
performances, including revenues and expenditures, and the procurement plan 
should be subject to regular reporting and reviews by the Management. Further on, 
in order to reduce the impact of risks to acceptable levels, the Organization should 
draft a risks register with all appropriate measures/actions to put the exposed 
threats under control. 

 

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

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

applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework. 

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

opinion. 

Determining the type of modification to the auditor’s opinion 

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

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

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

appropriate audit evidence, may be materially misstated; and 

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

on the financial statements. 

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

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

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

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

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

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

material and pervasive to the financial statements. 

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

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

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

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

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

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

remove the limitation. 

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

correspond with the type of opinion expressed. ISSAI 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. 

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  

 

   

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

Implementation of Recommendations 

To: National Audit Office 

Honoured, 

We hereby confirm that: 

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

Financial Statements of the Municipality of Pristina, hereinafter referred to as the Report; 

 Agree on the findings and recommendations and I have no comment on the content of the 

Report; and  

 Within 30 days from receiving the final report, I will submit the action plan on implementation 

of recommendations including the deadlines and responsible staff for their implementation.  

 

Mayor: 

Shpend Ahmeti 

Date: 29.05.2019, Pristina 

 


