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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 Viti in 

consultation with the Assistant Auditor General, Naser Arllati, who 

supervised the audit. 

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

Perovic, Team Leader and Mehmet Kurti, Milos Petrovic and Agim 

Sogojeva team members under the management of the Head of Audit 

Department Luljeta Morina.  

 

 

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

http://zka-rks.org  
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Executive Summary  

This report summarises the key issues arising from our audit of the Municipality of Viti  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 29/11/2018.   

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 of Viti.   

Opinion of the Auditor General 

Unmodified Opinion  

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

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 Management’s Response on 2018 audit 

The Mayor agreed with the findings and conclusions of the audit, and has commit to address all the 

recommendations given.  

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

Municipality during the audit process. 

 

The AFS production process was 
managed according to the applicable 
legislation except full disclosures of 
accounts receivable and liabilities

The Mayor should ensure that the 2019 
AFS production process addresses all 

issues that are mentioned with regard to 
AFS compliance, ensure that effective 

processes are placed for a fair disclosure 
in the future (see issue A1). 

Evident weaknesses have been 
identified in the area of 

expenditures and revenues, 
personnel management, subsidies,
liabilities and asset management.

The Mayor should conduct a review of 
the procurement process and financial

management and control, and strengthen
controls where failures have been

identified in the process(See issues B1-B4,
A2-A8 and C1-C2).

)

The process of implementation of
recommendations has not been
addressed as required for the

development and improvement of
the organization.

The Mayor should implement a rigorous
process to ensure that prior year

recommendations and IAU data are 
actively addressed, where key 

issues/progress is reported to the 
management on a monthly basis. (see 

issue C3 and table 4).

Governance arrangements related 
to accountability, internal 

reporting, risk management require 
further improvement. 

The Mayor should ensure that issues
arising from the area of overall governance

are addressed with responsibility and
increased caution (see issue B5).
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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. Management’s responses to our findings can be found in Annex II.  
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2 Annual Financial Statements and other External 

Reporting Obligations  

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

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

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

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

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

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

ensure that an audit process can be undertaken.   

2.1 Audit Opinion  

Unmodified Opinion 

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

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

well as explanatory notes of the financial statements.  

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

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

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

Management and Accountability (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 the AFS section of our report. We believe that the obtained audit 

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

Responsibility of Management and responsible persons for the management of AFS   

The Mayor of Municipality of Viti 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 is responsible to ensure the oversight of Municipality’s financial reporting process. 



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

 

 8 

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); 

 Law on Local Self-Governance no. 05/L-108 and amending no. 03/L-049;  

 Compliance with Financial Rule no. 01/2013 on Public Funds Expenditures and financial 

rule no. 02/2013 on Management of Non-financial Assets; 

 Legal requirements for budget of 2018;   

 Action Plan on implementation of recommendations;  

 Procurement plan and the report on public contracts signed;  

 Requirements of Financial Management and Control (FMC) procedures;  

 Other requirements for budgetary reporting, such as: monthly and quarterly reports, 

operational (performance) report; and 

 Quarterly reports for the Assembly of Kosovo and discussions on IAU and NAO reports. 

We have identified a number of errors in the disclosures of the AFS such as:  

 Article 17, Report on outstanding liabilities, included liabilities in the amount of €11,419, 

although they were paid, and in that way, the amount of overall liabilities was overstated;  

 Expenditures in the amount of €9,308 were not presented and disclosed properly according 

to economic categories due to the payment of court decisions, executed directly from the 

Treasury. 

DECLARATION MADE BY THE CHIEF ADMINISTRATIVE OFFICER 

Given the above, the Declaration made by the Chief Administrative Officer and Chief Financial 

Officer when the draft AFS are submitted to the Ministry of Finance can be considered to be correct.  

In the context of other external reporting requirements, we have identified that Municipality 

prepared the AFS in accordance with reporting framework, except that the AFS have not been 

prepared in Serbian.  
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2.3 Recommendations related to Annual Financial Statements  

Recommendation A1 The Mayor should ensure the AFS production plan 2019 addresses all 

mentioned issues in relation to the AFS compliance, an analysis should be 

made to determine the reasons for incomplete presentation of liabilities and 

fair classification of expenditures in the AFS, and ensure the establishment of 

effective processes for a fair disclosure in the future. 

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 

In 2018, the Municipality of Viti has spent 95% of the final budget, which indicates a good execution 

in general. In the context of financial systems, revenue controls are generally appropriate and are 

applied efficiently, but additional mechanisms are needed in order to respond to their collection 

and receivables at a higher rate. Furthermore, controls over a range of spending areas require further 

improvement in order to prevent improper payments. 

The main areas where further improvements are needed are: salary management, increased revenue 

collection, including asset management of the Municipality and achievement of the purpose for 

awarded subsidies. 
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3.1 Budget Planning and Execution 

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

highlighted in the following tables: 

Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget1 
2018 

Outturn 
2017 

Outturn 
2016 

Outturn 

Sources of Funds   11,097,985 11,347,583 10,846,811 9,762,874 9,997,117 

Government Grant -Budget  9,938,211 9,865,065 9,844,173 8,877,644 8,903,175 

Carried forward from 
previous year2 –  

 86,446 82,989 166,374 141,202 

Own Source Revenues3 1,047,005 1,047,005 689,683 688,538 781,569 

Domestic Donations  6,659 6,644 6,305 4,854 

External Donations   223,993 220,224 24,013 166,317 

Borrowing 112,769 118,415 3,098   

The difference between the initial and the final budget is €249,598. The final budget has increased 

as a result of unspent funds carried forward from 2017, in the amount of €86,446, external donations 

(EU Fund), in the amount of €161,253 and (Swiss Government) in the amount of €62,740, domestic 

donations (citizen participation) in the amount of €6,659 and increase of borrowing from the 

Ministry of Education, Science and Technology (MEST) in the amount of €5,646. In addition to the 

increase, the budget has also been decreased by the Government Grant due to the surplus, in the 

amount of €73,146. 

In 2018, the Municipality spent 96% of the final budget or €10,846,811. Following are clarifications 

about the current situation. 

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 

11,097,985 11,347,583 10,846,811 9,762,874 9,997,117 

Wages and Salaries 7,203,838 7,145,175 7,142,576 6,874,613 6,890,048 

Goods and Services  1,281,874 1,316,406 1,063,318 941,906 974,180 

Utilities 200,862 200,862 198,832 200,580 200,287 

                                                 
1 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance.  
2 Own Source Revenues unspent in previous year carried forward into the current year. 
3 Receipts used by the entity for financing its own budget.  



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

 

 12 

Subsidies and Transfers 197,712 274,582 260,486 272,706 163,003 

Capital Investments  2,213,699 2,410,558 2,181,599 1,473,069 1,769,599 

Explanations about changes in budget categories including the reasons and impact:  

 The initial budget for the category of Wages and Salaries, due to the surplus, was decreased 

by €73,143 by a Government Decision, while there was an increase of donations in the total 

amount of €12,980 and the own source revenues carried forward from 2016 were in the 

amount of €1,500. Budget spending in the salary category was increased in relation to the 

previous year by 4%, after salary increases at the central level. The portion of expenditures 

for the category of salaries constitutes 66% of the total expenditures of the Municipality, with 

the exception of which the Municipality also has considerable expenditures on behalf of 

special services agreements (see: budget execution for this category is 100%, out of which 

the total amount of donations was spent for the category of salaries in the amount of €11,883); 

 The initial budget for Goods and Services was €1,281,874, from the Government Grant 

amounting to €922,119 and from the planned own source revenues by €246,986, as well as 

from the borrowing in the amount of €112,769. The final budget for this category was 

increased by €34,532, and donations, in the amount of €15,540, from unused own funds, 

carried forward from 2017, in the amount of €15,178, from the increase in borrowing from 

MEST, in the amount of €3,388 and from unpaid donations carried forward, in the amount 

of €426. The total expenditures for this category were in the amount of €1,063,318 or 81%, 

while the remainder was not executed due to the planning of expenditures on revenues that 

the Municipality failed to collect from the planned amount; 

 The budget for Utilities was in the amount of €200,862 from the Government Grant Fund. 

Expenditures were at the level of 99%; 

 Budget for Subsidies and Transfers was increased by €76,870 from own source revenues 

carried forward from the previous year by €324, domestic donations (citizen participation) 

in the amount of €6,659, external donations (the EU Fund) in the amount of €64,699 and the 

donation of the Swiss Government in the amount of €5,188. The execution of this spending 

category was at the level of 95%; and 

 The final budget for Capital Investments was in the amount of €2,410,558, €196,859 more 

than the initial budget as a result of own source revenues from 2017, in the amount of 

€69,443, donations (the EU Fund) in the amount of €73,049, from Swiss Government 

donations in the amount of €52,108, borrowing from MEST in the amount of €2,258 and 

domestic donations €1. Budget execution has increased compared to the previous year by 

10% (in 2017, execution was at 81%), out of which one part remained not executed due to 

expenditure revenue planning, which the Municipality failed to collect from the planned 

amount. The participation of Capital Investments in total expenditures is 20%, out of which 

from the Government Grant for capital projects the amount of €1,598,811 was spent, while 

the participation form own source revenues was in the amount of €455,381.  

In 2018, in the Municipality of Viti, continued the execution of projects contracted during 2017 

(investments in process), which were financed by the Ministry of Infrastructure, the Ministry of 
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Culture, Youth and Sports, the Ministry of Local Government Administration, the Ministry of Trade 

and Industry, the Ministry of Environment and Spatial Planning. 

Recommendations 
 

Issue B1–Misclassification of expenditures as a result of direct payments from Treasury  

Finding  According to the Court Decision, during 2018, payments were made in the 

amount of €98,400, out of which €97,429 were carried out directly by the 

Treasury, while the Municipality has made payments in the amount of €971. 

Out of the amount mentioned above, payments for salaries and meals in the 

amount of €9,308 executed by Treasury were incorrectly classified from the 

category of goods and services in the amount of €6,024 and the payment for 

expenses (court expenses, interest and penalties) in the amount of €3,284 from 

the category of capital investments. 

As a result of the execution of payments based on court decisions, the 

complainants have been paid the amount of €90,775, while the amount of 

€7,625 was paid for the expenses of the procedure. 

Risk Incorrect classification of expenditures leads to incorrect presentation of 

expenditures in the Financial Statements, in this case there was 

overestimation of expenditures of goods and services category and 

underestimation of expenditures of wages and salaries category.  

Recommendation B1 The Mayor should ensure more responsibility in carrying out timely 

obligations to operators, as well as during budget planning should make an 

estimate of possible cash flow amounts from court disputes and those paid 

within the framework of the annual budget, in order to avoid 

misrepresentation, while implementation of other planned expenditures will 

not be at risk. 

3.1.1 Revenues  

In 2018, the Municipality collected direct revenues in the amount of €694,570 or 82% of the planned 

amount (€846,630), while the collection of indirect revenues (from police, judicial and forestry 

penalties) was €98,421 or 49 %, from the planned amount (€200,375). From the table below, it can be 

seen that the planned revenues within the initial budget are in the amount of €1,047,005, including 

the plan of collecting indirect revenues. 

Revenues from property tax are in the amount of €329,525 or 81% of the planned amount (€400,000) 

and mark an increasing trend compared to 2017 when income from property tax was €292,115. 

However, revenues remain at a low level of execution (69%) compared to the invoiced value of 

property tax, which for 2018 is in the amount of €476,264 (including interest and penalties).  

A significant part of the revenues comes from the vehicle registration tax (€91,720) and they outrun 

the planned amount (€79,500) by 15%. Compensations from construction permits, administrative 

fees and other revenues are in the amount of €365,045.  
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Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2018  

Receipts 
2017 

Receipts 
2016 

Receipts 

Own source revenues  1,047,005 1,047,005 694,570 707,076 786,812 

Out of the total amount of revenues collected in 2018, the Municipality spent €689,683. Revenues 

from 2017 and previous years, in 2018, were carried forward in the amount of €86,446, which was 

spent in the amount of €82,989. 

Own source revenues from 2017 and 2018 to be carried forward in 2019 are in the amount of 

€105,765. 

Recommendations 
 

Issue B2 – Leasing out municipal property without being subject to appropriate procedures   

Finding  According to Law No. 04/L-144 on Allocation for Use and Exchange of 

Immovable Property of the Municipality, the Mayor shall propose to the 

Municipal Assembly (MA) to allow the immovable property to be used, and 

after the consent given of the Municipal Assembly, it shall establish a 

Commission which evaluates bids through a public auction. Of the three 

contracts concluded during the year, in one case, the Municipality did not 

comply with these legal requirements, while leasing out the municipal 

property, respectively, it did not apply the auction procedure. 

Risk Failure to implement procedures in accordance with legal requirements leads 

to unlawful leasing out of immovable property and, as a result, property 

management has not been performed on a regular basis. 

Recommendation B2 The Mayor should ensure that the leasing out of municipal property in use is 

carried out according to the foreseen legal procedures and decisions of the 

Municipal Assembly. 

Issue A 2- Deficiencies in the decision on the use of properties 

Finding  The Internal Regulation on Taxes, Charges and Penalties, in Article 12, par. 

12.1.3, states that the price for using public spaces for shops is €2/m2/per 

month. Directorate of Public Services and Emergency has made decisions in 

eight (8) cases for temporary use of public spaces where no period or price 

per month is specified. This is so because of the non-functioning of controls 

and the lack of competence of the responsible staff. 

Risk Failure to specify a period risks that the tax is not paid for the full time period 

and that its calculation is not correct, which risks lower collection of revenues. 

Recommendation A2 The Mayor should ensure greater control in the Public Services Directorate so 

that the Internal Regulation on Taxes, Charges and Penalties is fully 

implemented and the decisions are clear and accurate. 
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3.1.2 Wages and Salaries 

Wages and Salaries are paid through a centralised payment system managed by MPA and MoF. 

Administrations and MoF are not integrated with the staff database; however they provide efficient 

control and payment system that suits to the level of the Municipality. The checks carried out by the 

Municipality relate to the calculation of salaries in accordance with the contracts of employees and 

laws in force. The Municipality updates the salaries on a monthly basis, before making the payroll 

list, while changes are made in time. 

We have tested employment procedures, personnel files, checked payroll lists, and we compared 

the information presented in the KFMIS with their presentation in the AFS. 

Recommendations 

 

Issue A 3 – Incorrect coefficients for the calculation of salaries in education 

Finding  Law on Labour no. 03/L-212, Law on Salaries of Public Servants as well as 

the three Government Decisions dated 2011, 2014 and 2018 on the increase of 

the basis for the calculation of salaries for the education staff.  

We found that in the Directorate of Education, three (3) teachers (in 2018) 

were employed as a substitute for maternity leaves and received calculated 

salaries according to the wrong coefficient A - 382, which until 2011 was in 

use mainly for teachers of Primary Education, while from 2011 it no longer 

applies.  

Through a detailed analysis it was proved that due to incorrect calculation, 

the Municipality, for two officials, paid a decreased amount of salaries by 

€108. The cause of this problem was inadequate internal control and 

inadequate response to irregularities created at the central level. 

Risk Due to inadequate internal control, the Municipality may in the future face 

similar irregularities of greater material significance, which could lead to 

court disputes and unnecessary expenses for the Municipality. 

Recommendation A3 The Municipality should retroactively make the payment for the 

compensation of less paid amounts for the two officials mentioned, as well as 

when internal control measures are made stricter it should prevent the 

repetition of similar omissions in the future. 
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Issue A 4 - Irregularities at the vocational training in schools 

The following irregularities have been ascertained during our audit at the 

Vocational Training School:   

 Management of the Municipality decided with self-initiative on the 

establishment of the School for Adult Vocational Training, without the 

written consent, respectively Decision by MEST. This was in contradiction 

with Law No. 04/L-143 on Adult Vocational Training and Article 2 of the 

Administrative Instruction of MEST, 08/2015 on the Establishment of 

Educational Institutions;  

 For the curriculum implemented MEST's consent was not obtained either, 

violating Administrative Instruction no. 13/2014, for the Adult Vocational 

Training Curriculum. This has led to record of up to thirty hours per day in a 

classroom’s book; 

 The Municipality did not respect the Administrative Instruction of MEST no. 

05/2014 for Government Agency for Vocational Adult Education, nor Law 

No. 04/L-138 on Professional Vocational Education and Training of 

administration and management of the Institutions of Vocational Education 

and Training. So this school was not managed /supervised by the 

Government Agency in terms of leadership, but also in the administrative 

and pedagogical sense; and 

 Selection and payment of staff of teachers and support staff is not regulated 

by any Regulation/Internal Regulation. The school principle independently 

makes the selection of the education and technical staff and makes decisions 

on the amount of compensation for the employees. Employees do not have 

contracts for additional work. They work and get paid on the basis of the 

contract they have for primary work in regular schools. Given the omissions 

observed during the establishment and functioning itself, as well as the 

organisation of teaching and financing, we found that the cause of this 

problem lies in the incompliance with the applicable Law and Administrative 

Instruction. Officials have not been able to justify the incompliance with these 

procedures.  

Risk Due to these irregularities, the Municipality may face justice bodies, because 

the establishment and functioning of this school does not comply with the 

applicable rules. 

Recommendation A4 The Mayor should determine the responsibilities of those who, by their 

actions, have brought the Municipality to this unfavourable situation and 

take appropriate measures in accordance with the law. The Mayor should 

strengthen internal controls so that in the future all activities related to the 

organisation, functioning and financing of the school for adults will be fully 

in line with MEST's Laws and Administrative Instructions. 
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3.1.3 Goods and Services and Utilities  

The final budget for goods and services in 2018 was €1,316,406, out of which €1,063,318 was spent. 

They relate to contractual services, regular maintenance, fuel, lunches, food etc. The expenses for 

utilities were €198,832. 

Recommendations 

 

Issue B3 – Special service agreements without procedures 

Finding  According to the Law on Civil Service of Kosovo, the simplified employment 

procedure applies upon application of special services agreements. Even 

during 2018, the Municipality continued to hire employees under a special 

services agreement. A total of 53 employees were employed in the 

Municipality through special service agreements, while the amount paid for 

these services during the year was €53,218, including payments under 

contracts from 2017. We noted that out of the 53 employees engaged under 

the special service agreements, 42 of them were engaged without 

employment procedures. Positions in which this work was done mainly 

relates to the Property Tax Unit, the Registration Service, the Fire-fighter 

Service and the Pedagogues at Schools. As a justification for engaging in this 

way was because the Ministry of Finance has not allowed the increase in the 

number of staff. 

Risk Avoiding the employment procedure when concluding a contract for special 

conditions may lead to inadequate persons hired to perform necessary 

services, which may lead to non-operational effectiveness and failure to meet 

the organisation's objectives. This also does not offer equal treatment for all 

potential competitors. 

Recommendation B3 The Mayor should ensure that special service agreements are concluded 

following the implementation of simplified employment procedures through 

public competition and only in cases of specific work requirements, and not 

for regular positions. 
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Issue A 5 - Delays in signing the declaration under oath 

Finding  Members of the Bid Evaluation Commission should make a declaration under 

oath to be signed at the moment of commencement of work (assessment), or 

at latest five days after the bids are opened, as set out in Article 41.2 of the 

Regulation on Operational Guidelines for Public Procurement. In three4  

cases, the members of the Bid Evaluation Commission have signed the 

Declaration under Oath with delay. This reflects non-functional controls 

imposed by the Municipality.  

Risk Failure to use procedures may result in invalid commissions or delays in bid 

evaluation.  

Recommendation A5 The Mayor should ensure that established controls are functioning and the 

evidence for the functioning of these controls is completed in accordance with 

the deadlines set forth in the Rules. 

Issue A 6 - Deficiencies in payment processing  

Finding  The Municipality has made three payments in the total amount of €18,084, 

receiving and paying the invoice before the funds were committed. Moreover 

in the case of “supply of printed material, advertising material etc.” the 

contract was signed on 20.03.2018, invoice and the goods were received in the 

warehouse on 21.03.2018 while the commitment of funds or the commitment 

purchase order is made later or on 13.04.2018, purchase order on 18.04.2018 

and acceptance report on 19.04.2018. This is so due to deficiencies in 

expenditure planning and ineffective controls in contracting without 

commitment of funds. 

Risk The lack of necessary funds has reflected in delays in timely payment of 

invoices which can increase the obligations/liabilities undertaken by the 

Municipality. Delays could also put the Municipality before justice 

institutions and face additional costs. 

Recommendation A6 The Mayor should ensure that the supply is preceded by a purchase order 

that is covered by sufficient commitment of funds, or funds should be secured 

before entering into contractual obligations. 

 

 

                                                 

4 Contract “Distribution of firewood for all spending units” in the amount of €135,778.50; "Supply with items" in the 
amount of €27,534, "Delivery of printed and promotional material" in the amount of €27,402 .  
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3.1.4 Subsidies and Transfers  

The Municipality of Viti in 2018, for the category of Subsidies and Transfers were allowed by 

budget in the amount of €274,582, out of which €260,486 was spent, i.e., 95% of the budget. The 

Municipality in 2018 mainly subsidised sports associations, NGOs, agriculture and social 

assistance for natural persons. 

From this category, we tested payments and checked if they were conducted in accordance with 

the Regulation on Subsidy Allocation. 

Recommendations 

 

 

Issue  C1 – Failure to comply to internal regulation and Law in force   

Finding  The basic criteria in which the audit of this problem will be based relate to 

Law no. 03/L-048 on Public Finance Management and Accountability, as well 

as the internal regulation on awarding of subsidies in the Municipality of Viti. 

The Municipality, the first time on 27.02.2018, in the amount of €10,000 and 

the second time on 18.05.2018, in the amount of €5,000 awarded a subsidy to 

“KF Vllaznia” from Pozharan, and in both cases it failed to respect the internal 

regulation on awarding of subsidies. The Mayor has not appointed a 

Commission with which Article 7 of the internal regulation has been violated; 

the user of the subsidy did not provide the necessary documentation in his 

application, whereby not complying with Article 22, par. 3 of the Regulation 

(in the documentation provided there is only a decision for award), and at the 

end there is no reporting by the user of subsidy, whereby violating par 2 of 

the Decision on the basis of which the subsidy was awarded.  

The cause of this problem lies in the fact that management did not comply 

with the Auditor General's recommendations from previous year, so in 2018 

same mistakes were repeated. Therefore, this situation continues to repeat 

due to the non-functioning of controls set by rules. 

Risk The Municipality of Viti, due to incompliance with the internal regulation, 

creates the possibility for misuse of public money, as well as the possibility 

that awarded subsidies will not achieve their purpose. 

Recommendation C1 The Mayor should ensure all measures in order to strengthen the internal 

control over entire subsidy process, starting from the Public Call, by adhering 

to the Regulation while applying, appointments and work of the Commission 

up to reporting, all this, in order that, awarded subsidies achieve their goal. 
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Issue A 7 - Failure to respect the agreement and irregular payments  

Finding  When subsidies are awarded, the Municipality should be based on Law no. 

03/L-048 on Public Financial Management and Accountability as well as the 

Internal Regulation on Subsidies Awarding of the Municipality of Viti.  

The Municipality of Viti has signed an agreement with the Swiss Helvetas 

organisation for distributing equipment to farmers. The value of the contract 

is in the total amount of €34,184 (50 pieces of fertilizer dispensing machines, 

114 milk cans, 50 water reservoirs of 1,000 litres, 30 motor cultivators, etc.). 

The total amount of the municipal budget for this project is €16,532, the 

participation of farmers is €7,266 and Helvetas has a portion of €10,386.  

The Municipality did not apply the tender procedure in accordance with the 

specifications in the agreement, in terms of quantity and type of activity. 

Namely, the Municipality has split the tender into two procedures by signing 

two contracts with two EOs. Within the first contract, three activities 

(fertilizer dispensers, milk cans and water reservoirs) have been defined in 

the total amount of €16,596, representing the overall municipal budget for the 

entire project. 

Then the Municipality signed another contract in the amount of €4,158 for the 

execution of an activity (purchase of 22 motor cultivators). The Municipality 

paid an amount of €2,079 for the contract. 

This agreement was not respected either according to quantity or value, but 

with an annex it was changed at the end of the process, namely shortly before 

the payment was made. 

The Municipality, according to the first contract, paid the supplier the amount 

of €6,842 from own source revenues, while the amount of €4,149 from the 

citizens' participation, while the Helvetas organisation paid €4,149. Although 

the beneficiaries participation for this project was exactly €4,149, the 

Municipality has not used these funds in full for the supplier's payment for 

the supply completed, but used the allocated funds destined for another 

project (from 2017 in value of €1,456) so only €2,693 have been used for the 

participation intended for this project, the rest were carried forward for the 

following year. Due to poor financial management, respectively, 

incompliance with the agreements, it happens that the intended funds are not 

spent in accordance with their purpose for which the citizens participated. 

Risk Failure to comply with the agreement and poor financial management, 

namely spending of funds destined for other purposes, may create 

unnecessary debt for the Municipality, and even court procedures.  
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Recommendation A7  The Mayor should establish the reasons for not complying with the 

agreements reached, as well as for spending the funds intended for the 

purposes for which they were collected from citizens' participation, and 

should strengthen the internal control in this area, so that this will not happen 

in the future. 

3.1.5 Capital Investments  

The final budget for capital investments is €2,410,558, out of which €2,181,599 was spent in 2018. 

These expenditures relate to payments of court decisions, construction of local roads, sewage 

systems, educational facilities and furniture.  

Recommendations 

 

 

Issue B4 - Lack of construction permits, inspection supervision and permit for use 

Finding  According to the construction law, upon the construction contracts, 

equipment is required with the relevant documentation such as construction 

permit, inspection supervision and permit for use. The Municipality in 35  

cases failed to apply construction permits or inspection supervision. We have 

also identified that the Municipality does not issue a permit for use yet for 

any completed facility. 

Risk Initiation of projects in the absence of documentation completion according 

to the requirements of the Construction Law may affect the quality and may 

stagnate in the execution of these projects. 

Recommendation B4 The Mayor should ensure that projects are supported by necessary 

documentation in accordance with the requirements of the Law on 

Construction, whereby the construction permit should be initially obtained, 

oversight inspection during the execution and at the end of the project, the 

permit on the use should be provided. 

3.2 Capital and non-capital assets  

We have tested the initial balance, purchase of assets during the year, including capital investments, 

as well as purchases for equipment and furniture, in the value of under €1,000 from goods and 

services, as well as the regularity of recording the available assets. We also carried out physical 

control in order to verify the existence of the assets.  

                                                 

5  “Regulation of School Fences", "Construction of the Letnica Bridge“, and "Regulation of public greener y areas in the 
Municipality of Viti".    
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Recommendations 

The Muni ci pal i t y has managed w i t h asset s properl y,  but  t he i ssues i dent i f i ed i n t he st at ement s f rom previ ous years have repea t ed al so t hi s year .   

 

Issue B5 - Weaknesses in recording and asset management  

Finding  Regardless of the recommendations given in previous years, issues related to 

property based on Financial Rule no. 02/2013 on Management of Non-

financial Assets are still a challenge for the Municipality: 

The four schools funded by MEST, which the Municipality has been using 

since 2012, were registered in the assets register in the absence of supporting 

documentation, but only through emails sent by the MEST official. Despite 

the request of the asset officer for providing this documentation, MEST has 

not yet responded positively and the Municipality did not submit the 

necessary documentation for the transfer of ownership; and 

The inventory that MLGA purchased in 2012, in the amount of €30,000, was 

not included in the assets register although it was placed in the warehouse of 

the new municipal building. This was because the acceptance officer was not 

aware of the assets received by the commission at that time. From then, the 

assets were not registered in the e-asset and this continued even after our 

recommendation from last year. 

Risk Lack of documentation on registered assets, which is used by the 

Municipality, results in uncertainty of ownership over these items. 

Considering the lack of assets and keeping the assets in the corridor for a long 

time, unused, risks them being destroyed or misused. 

Recommendation B5 The Mayor should ensure the strengthening of asset management controls, in 

this case, in order to ensure that concrete steps are taken to provide source 

documentation from MEST and asset registration from MLGA in the asset 

register. 

3.3  Receivables  

Receivables at the end of 2018 indicate a trend of increasing of these accounts, as the Municipality 

has shown receivables in the amount of €2,012,213, compared to €1,921,000 as they were in the 

previous year. This has been occurring because of the ineffective policies that have been 

implemented by the Management and due to the lack of a strategy for payment of these debts. These 

receivables are from: Property tax, in the amount of €1,669,248, taxes from businesses, in the amount 

of €315,157 (receivables dating back to previous years while according to Municipal Assembly 

decision the same are not paid any longer); leasing out of public space, in the amount of €19,000, 

dating back to 2017. 
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The taxpayer registration system is centralised on the basis of property tax data, which contains 

information for all municipalities in Kosovo, and is maintained by the Property Tax Department of 

at the Ministry of Finance (MoF). Each municipality is obliged to carry out the verification, namely 

to manage the input of property tax information within the database, with all information, including 

property tax, property addresses, owners and users' addresses, land and facility data, property 

values, tax rate, tax liabilities, and tax payment records. 

Recommendations 

 

 

Issue C2 – Poor management of accounts receivable   

Finding Property tax receivables are poorly managed. There are tax debts (292 

debtors) in the taxpayer's register, whose debt is in the amount of €1,000 up 

to €37,103, where the total liability amounts to €665,923, namely over 40% of 

the total receivables. 

The Municipality has not taken effective measures for the payment of 

receivables, causing them to increase compared to the previous year. This is 

a consequence of not implementing municipal mechanisms for increasing 

revenue collection. 

Risk The increase of accounts receivable and the inability to collect them in time 

results in ineffective management because of the Municipality's inability to 

take adequate measures to collect them. Lack of concrete measures for A/R 

collection affects the non-fulfilment of planned revenue expenditures. 

Recommendation C2 The Mayor should start with the review process, where all accounts would 

be analysed in terms of aging, significant amounts, real possibilities for 

payment and implementation of legal measures for their collection.  

3.4 Outstanding liabilities  

The statement of liabilities not paid o suppliers at the end of 2018 was €214,778, which represents a 

decreasing trend, considering that at the end of 2017, the value of liabilities was in the amount of 

€232,000. The Municipality has recorded contingent liabilities in the amount of €407,000. Direct 

decrease of liabilities is made on the basis of compulsory harmonisation, beyond judicial 

harmonisation, the final decision of the Court as well as other cases for which there is valid 

documentation that can ascertain that the obligations incurred will not be paid within 60 days from 

the day when they were supposed to be paid. (Regarding this issue, in particular, we have discussed 

it in issue A1). 
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Recommendations 

 

Issue A 8 - Incorrect reporting and inadequate recording of liabilities    

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

Liabilities of Budget Organisations, Article 5 All Budget Organisations are 

obliged to report their unpaid liabilities to the Ministry of Finance – Treasury. 

Through audit procedures, we have found that the amount disclosed in the 

AFS for 2018 does not provide a fair statement of liabilities for the following 

reasons. 

 The obligation to a supplier, in the amount of €4,035 was presented in 

the financial report as an unpaid obligation and as a contingent 

liability; 

 The obligation against the supplier in the amount of €9,087 was paid 

within 30 days from the receipt of the invoice, whereas it should not 

be presented in the MoF report regarding the unpaid payments; and 

 The obligation to a supplier, in the total amount of €7,384, was paid in 

December 2016, while it is in the AFS for 2018. 

                                       The Municipality’s management did not keep adequate records on received 

and paid receipts. 

Risk Reporting for liabilities that are still in the allowed legal deadline increases 

the risk that the Municipality will provide wrong information to the 

Management, while the presentation of liabilities in a higher amount than the 

real amount increases the risk of payment without obligations. The 

presentation of the obligations within the scope of the potential obligations 

leads to the presentation of incorrect data in the AFS. There is also a risk from 

loss of public money, namely, that certain invoices will be paid several times. 

Recommendation A8 The Mayor should ensure that internal controls in this area are strengthened 

and a better division among the employees is made in order to establish a 

more efficient system for recording the received and paid invoices, which 

would result in more accurate information on the status of unpaid accounts 

and in a more regular payment of debts. 
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4 Good Governance 

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

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

governance with public assets. 

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

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

compliance with FMC requirements by Budget 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  

Managing operational and financial activities remains a challenge for the Municipality and there 

are still areas where important actions are needed. In order to have an effective management, 

effective responses for the implementation of external audit recommendations, risk management 

development process, procurement and municipal asset management process, and implementation 

of internal auditor recommendations are some of the areas to be prioritized by the Municipality.  

The Municipality does not have a strategic plan and does not make an analysis for the measurement 

of achieved results of the objectives specified in the Development Strategy of the Municipality. 

Furthermore, the Municipality has a Joint Municipal Development Plan with the Municipality of 

Kllokot (Viti/Kllokot 2010 - 2020). 

The Municipality managed to complete the MoF requirement for the submission of self-assessment 

questionnaire, but in terms of risk management, the Municipality has not yet managed to prepare a 

report on risk identification responses. 

A key tool supporting effective management is the implementation of audit recommendations given 

by external auditors. The effective response for the implementation of the recommendations is not 

at satisfactory level. This chapter is reviewed in more detail in the chapter “Progress in 

implementing recommendations”. 
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4.1 Internal Audit System 

Based on the Law no. 02/L-74 on Internal Audit, each Budget Organization shall establish an 

Internal Audit Unit (IAU) and ensure that, its activity, data and management and control systems 

are subject to comprehensive internal audit at least once a year. The proper internal audit system 

assists the management to identify financial management and control weaknesses of the 

Municipality. This adds value to the money spent and contributes to meeting the objectives, and 

improves the services provided by Municipality.  

Recommendations 

 

 

Issue C3 - Failure to implement internal audit recommendations   

Finding  The number of planned audits by IAU for 2018 was 7, while, 6 audits were 

carried out by the end of the year. Only 8 out of a total of 25 recommendations 

have been fully implemented, 10 are in process of implementation, and 7 have 

not been implemented. Recommendations given mainly covered the previous 

year, up to the third quarter of the current year. These results indicate lack of 

management’s willingness to use the internal audit benefits and assurance 

over functioning of internal controls.  

Risk Failure to implement recommendations by the management and insufficient 

engagement by the IA, reduces effectiveness of internal controls and enables 

repetition of the same weaknesses. 

Recommendation C3 The Mayor should ensure that the scope of the IAU covers the current period 

as much as possible assisted by on-going operational activities. At the same 

time, ensure a higher focus of the management in addressing 

recommendations and a more active work of the IA towards fulfilment of this 

objective. 

4.2 Management Reporting, Accountability and Risk Management 

Our of management controls review indicated poor financial reporting over the spending of senior 

management, as well as incomplete service delivery analysis. Insisting on establishing responsibility 

for taking actions or failure to take adequate actions, which brings allegations against Local Self-

Government should be the responsibility of the management. At present, failure to report 

transparently and sufficiently, prevents all stakeholders, including civil society, media and 

Municipal Assembly, and also the Mayor to timely respond to these situations, with the ultimate 

consequence of harming the budget of the citizens. 
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Given that the Municipality has issues with the accuracy of the asset list, the issue that was always 

initiated in the external audit reports, the Assembly should pay particular attention to the asset 

report. 

A significant issue is also the failure to report on a weekly or monthly basis to the Mayor and the 

segregation of personnel responsibilities, given that, one official is in charge for more than one 

assignment, whereas this is due to a lack of personnel. 

Recommendations 

 

 

Issue B6-Weaknesses in Management Controls and risk management  

Finding  Due to inadequate functioning of management controls, a considerable 

amount of expenditures was executed through court decisions, which caused 

additional costs to the budget of the Municipality, and put into a risk the 

implementation of other planned projects due to the withdrawal of funds 

directly by the Treasury into different categories. 

Malfunction of management controls, inadequate management of receipts 

and account tracking, brought the situation of incorrect disclosure of the 

value of obligation in the AFS. Management weaknesses are noticed within 

the area of subsidies, where controls have not function sufficiently to 

distribute and report expenditures for this category. The receivables 

increased and no particular measures have been taken for collecting them. 

Furthermore, rented facilities are still being used in contradiction with the 

Law. On the other hand, the assets did not reflect the accurate position. 

Management does not have regular reports on operational activities and 

detailed analysis of budget performance. The Municipality has a risks 

register, however, the ownership of these risks has not yet been determined, 

and proper mechanisms for monitoring and reporting them to the Chief 

Administrative Officer. 

Risk Poor accountability requirements and poor quality financial reporting reduce 

the effectiveness of financial management. This results in weaknesses within 

the budget process and reduces Management’s ability to respond to financial 

challenges in time. It also reduces the effect of budget controls and increases 

the risk of improper spending. This may also result in delivering poor quality 

services. 
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Recommendation B6 The Mayor should ensure that a review has been carried through to 

determine the form of financial and operational reporting to senior 

management. Budgetary performance, including revenues and expenditures, 

and procurement plan should be subject to regular reporting and review by 

the Management. In addition, to assign ownership of risks identified to 

relevant individuals or to the Risk Management Committee, which will 

report to the Chief Administrative Officer on risk issues, including regular 

audits (quarterly) to determine whether actions have been taken as planned. 

5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS of the Municipality of Viti resulted in 16 recommendations. The 

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

At the end of our audit period, only six (6) recommendations have been implemented, one (1) is 

closed, three (3) were in process, and six (6) have not been addressed yet.  

For a more thorough description of the recommendations and how they are addressed, see Table 4 

(or the Table of Recommendations). 
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Table 4 Summary of  prior year recommendations and of 2018 

No Audit area Recommendations  of 2017  Actions 
taken  

Status 

1 Budget 
planning and 
execution 

The Mayor should ensure greater 
responsibility towards meeting on time 
liabilities towards operators, and avoid 
entering into liabilities without funds or 

contract. In addition, during budget 
planning should be made an estimate of 
possible outflows of funds due to legal 
disputes, and plan them within the 

annual budget, in order to avoid 
misclassifications and risk 
implementation of other planned 
projects. 

Actions 
needed are 
not yet 
undertaken

. 

Unimplemented 
recommendation.   

2 Revenues Mayor should ensure that allocation for 
use of municipal property is done 

according to legal procedures and 
through decisions by the municipal 
assembly. 

The 
Municipali

ty did not 
undertake 
necessary 
activities to 
change the 

situation. 

Unimplemented 
recommendation.   

3 Wages and 
salaries 

The Mayor should ensure 
strengthening of controls over the 
selection of educational personnel, 
whereby the evaluation committee after 
the evaluation process gives 

recommendations to the MDE on the 
successful candidate that scored 
maximum points and the latter signs 
the contract based on this 

recommendation. 

No finding 
identified 
in this area.  

Implemented 
recommendation.  

4 Goods 
services, and 
utilities 

The Mayor should ensure that special 
service agreements are entered into 
after development of simplified 
recruitment procedures through 
vacancy announcement, and only in 

cases of specific job requests, and not 
for regular positions. 

The 
Municipali
ty did not 
take 
actions, the 

situation is 
same this 
year as 
well. 

Unimplemented 
recommendation. 

5 Goods 
services, and 

utilities 

The Mayor should ensure early 
initiation of procurement procedures 

for contracts that are expected to expire, 
by calculating the period of complaints 

No similar 
situation 

identified. 

Implemented 
recommendation.  



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

 

 30 

or potential obstacles, so that the 
contract is concluded before the 
expiration of the current contract. 

6 Subsidies and 
transfers 

The Mayor should ensure 
strengthening of controls over the 

allocation and monitoring of subsidies, 
whereby is initially signed an 
agreement where the beneficiary party 
agrees on its obligations, and on the 

other hand to secure sufficient evidence 
on spending of these funds, so that they 
achieve the intended purpose. 

The 
municipalit

y has 
shown 
weaknesse
s again in 

implementi
ng the 
procedures 
on 
subsidies. 

Partially 
implemented 

recommendation. 

7 Capital 

Investments 

The Mayor should ensure that for co-

financed projects, Municipality 
assumes responsibility according to 
legal requirements and an active role in 
implementation and oversight over the 
implementation of these projects. At the 

same time, to ensure that payments 
related to these agreements are done 
only after receiving reports on the 
delivery of works, based on respective 

invoices and not in the form of advance. 

No similar 

situation 
identified. 

Implemented 

recommendation. 

8 Capital 
Investments 

The Mayor should ensure an 
appropriate assessment of budget 
planning for planned projects and 
signing of contracts should not exceed 
values estimated for their 

implementation. 

No similar 
situation 
identified. 

Implemented 
recommendation. 

9 Capital 
Investments 

The Mayor should ensure that projects 
are supported by necessary 
documentation, in accordance with 
requirements of the law on 
construction, whereby initially is 

secured the construction permit, 
inspection oversight during the 
execution, and at the end of the project 
is provided the use permit. 

Similar 
finding has 
been 
identified. 

Unimplemented 
recommendation. 

10 Capital 
Investments 

The Mayor should ensure that all 
tenderers are timely notified of the 

tendering results, according to the 
requirements of the Law on 
Procurement. 

No similar 
situation 

identified. 

Implemented 
recommendation. 
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11 Capital and 
non-capital 
assets 

The Mayor should ensure 
strengthening of controls over assets 
management, in this case, to ensure that 

are taken specific steps towards 
obtaining the source documentation 
from the MEST, and recording of assets 
by the MLGA in assets registers. 

No similar 
situation 
identified. 

Unimplemented 
recommendation. 

12 Capital and 
non-capital 

assets 

The Mayor should ensure that the 
inventorying process includes all 

municipal assets and after the 
completion of this process, the 
inventorying results should be 
compared to the general assets register, 
so that the potential differences are 

identified and presented in assets 
registers. 

The 
municipalit

y did not 
take any 
action to 
change the 
situation 

over asset 
recording. 

Implemented 
recommendation. 

13 Receivables The Mayor should ensure more 
cooperation between departments in 
order to reconcile the data on 
receivables, so that they will be 

presented fairly and fully in the AFS. In 
addition, the Mayor should initiate a 
revaluation process whereby all 
accounts will be analysed in terms of 

age, significant amounts, and real 
opportunities for collection, and in 
terms of exercising legal measures for 
their collection. 

No similar 
situation 
identified 
as the 

Municipali
ty did not 
apply 
additional 

activities 
this year.  

Partially 
implemented 
recommendation. 

14 Progress in 
implementing 

recommendat
ions 

The Mayor should ensure that 
implementation of the action plan is 

continuously monitored and reported 
quarterly on the progress achieved. 
Recommendations that are not 
implemented under the deadlines 

should be revised in the shortest time 
possible by the Mayor, and taken 
proactive actions against the barriers 
faced during the implementation. 

Despite the 
preparatio

n of the 
plan for 
implement
ation of 

recommen
dations, the 
issues are 
evident this 
year as 

well. 

Recommendation 
closed, as 

unimplemented.  

15 Internal audit 
system 

The Mayor should ensure that the scope 
of the IAU covers as much as possible 
the current period by assisting on-going 
operational activities. At the same time, 
to ensure a higher focus of the 

management in addressing 
recommendations and a more active 

AC is 
currently 
functional, 
but, the 
IAU 

recommen
dations are 
not yet 

Partially 
implemented 
recommendation. 
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work of the AC towards fulfilment of 
this goal. 

implement
ed.  

16 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 performance, including 
revenues and expenditures, and 
procurement plan should be subject to 

regular reporting and review by the 
Management. In addition, to assign 
ownership of risks identified to 
relevant individuals or to the Risk 
Management Committee, which will 

report to the CAO on risk issues, 
including quarterly reviews to 
determine whether actions have been 
taken as planned. 

Actions 
needed are 
not yet 

undertaken
. 

Unimplemented 
recommendation. 

No  Recommendations of 2018 

1 Recommenda

tions related 

to Annual 

Financial 

Statements 

The Mayor should ensure the AFS production plan 2019 addresses all 

mentioned issues in relation to the AFS compliance, an analysis should be 

made to determine the reasons for incomplete presentation of liabilities 

and fair classification of expenditures in the AFS, and ensure the 

establishment of effective processes for a fair disclosure in the future. 

2 Misclassificati

on of 

expenditures 

as a result of 

direct 

payments 

from Treasury 

The Mayor should ensure greater responsibility in carrying out timely 

obligations to operators, as well as during budget planning should make 

an estimate of possible cash flow amounts from court disputes and those 

paid within the framework of the annual budget, in order to avoid 

misrepresentation, while implementation of other planned expenditures 

will not be at risk. 

3 Leasing out 

municipal 

property 

without being 

subject to 

appropriate 

procedures 

The Mayor should ensure that the leasing out of municipal property in use 

is carried out according to the foreseen legal procedures and decisions of 

the Municipal Assembly. 

4 Deficiencies 

in the 

decision on 

the use of 

properties 

The Mayor should ensure greater control in the Public Services Directorate 

so that the Internal Regulation on Taxes, Charges and Penalties is fully 

implemented and the decisions are clear and accurate. 
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5 Wages- 
Incorrect 
coefficients 

for the 
calculation of 
salaries in 
education 

The Municipality should retroactively make the payment for the 
compensation of less paid amounts for the two officials mentioned, as well 
as when internal control measures are made stricter it should prevent the 

repetition of similar omissions in the future. 

6 Wages 
Irregularities 

at the 
vocational 
training in 
schools 

The Mayor should determine the responsibilities of those who, by their 
actions, have brought the Municipality to this unfavourable situation and 

take appropriate measures in accordance with the law. The Mayor should 
strengthen internal controls so that in the future all activities related to the 
organisation, functioning and financing of the school for adults will be 
fully in line with MEST's Laws and Administrative Instructions. 

7 Goods - 
Special 

service 
agreements 
without 
procedures 

The Mayor should ensure that special service agreements are concluded 
following the implementation of simplified employment procedures 

through public competition and only in cases of specific work 
requirements, and not for regular positions. 

8 Goods - 
Delays in 

signing the 
declaration 
under oath 

The Mayor should ensure that established controls are functioning and the 
evidence for the functioning of these controls is completed in accordance 

with the deadlines set forth in the Rules. 

9 Goods - 
Deficiencies 
in payment 

processing 

The Mayor should ensure that the supply is preceded by a purchase order 
that is covered by sufficient commitment of funds, or funds should be 
secured before entering into contractual obligations. 

10 Subsidies – 
Failure to 
adhere to 
internal 
regulation 

and Law in 
force 

The Mayor should ensure all measures in order to strengthen the internal 
control over entire subsidy process, starting from the Public Call, by 
adhering to the Regulation while applying, appointments and work of the 
Commission up to reporting, all this, in order that, awarded subsidies 
achieve their goal. 

11 Subsidies - 
Failure to 
adhere the 
agreement 

and irregular 
payments 

The Mayor should establish the reasons for not complying with the 
agreements reached, as well as for spending the funds intended for the 
purposes for which they were collected from citizens' participation, and 
should strengthen the internal control in this area, so that this will not 

happen in the future.  

12 Capital 
Investments - 
Lack of 
construction 

permits, 
inspection 

The Mayor should ensure that projects are supported by necessary 
documentation in accordance with the requirements of the Law on 
Construction, whereby the construction permit should be initially 
obtained, oversight inspection during the execution and at the end of the 

project, the permit on the use should be provided. 
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supervision 
and permit 
for use 

13 Assets - 
Weaknesses 

in recording 
and asset 
management 

The Mayor should ensure the strengthening of asset management 
controls, in this case, in order to ensure that concrete steps are taken to 

provide source documentation from MEST and asset registration from 
MLGA in the asset register.  

14 AR - Poor 
management 
of accounts 

receivable 

The Mayor should start with the review process, where all accounts would 
be analysed in terms of aging, significant amounts, real possibilities for 
payment and implementation of legal measures for their collection.  

15 Liabilities - 
Erroneous 
reporting and 
inadequate 
recording of 

liabilities 

The Mayor should ensure that internal controls in this area are 
strengthened and a better division among employees is made in order to 
establish a more efficient system for recording the received and paid 
invoices, which would result in more accurate information on the status 
of unpaid accounts and in a more regular payment of debts. 

16  IAU -  Failure 
to implement 
internal audit 
recommendat

ions 

The Mayor should ensure that the scope of the IAU covers the current 
period as much as possible assisted by on-going operational activities. At 
the same time, ensure a higher focus of the management in addressing 
recommendations and a more active work of the IA towards fulfilment of 

this objective.  

17 Reporting - 

Weaknesses 
in 
Management 
Controls 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 performance, including revenues and 
expenditures, and procurement plan should be subject to regular 
reporting and review by the Management. In addition, to assign 

ownership of risks identified to relevant individuals or to the Risk 
Management Committee, which will report to the Chief Administrative 
Officer on risk issues, including regular audits (quarterly) to determine 
whether actions have been taken as planned. 

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

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

applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework. 

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

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

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

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

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

appropriate audit evidence, may be materially misstated; and 

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

on the financial statements. 

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

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

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

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

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

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

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

material and pervasive to the financial statements. 

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

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

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

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

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

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

remove the limitation. 

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

correspond with the type of opinion expressed. ISSAI 1705 19 provides additional guidance on the 

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

responsibility. It also includes illustrative examples of reports. 

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

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

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

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

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

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

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

 be included immediately after the opinion; 

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

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

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

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

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

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

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

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

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

the opinion and any Emphasis of Matter paragraph. 
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Annex II: Confirmation letter  
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LETTER OF CONFIRMATION 
 

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

 
 
 
To: National Audit Office 
 
Honored, 
 
We hereby confirm that: 
 
 
•             We have received the draft audit report of the National Audit Office on the 2018 Annual 

Financial Statements of the Municipality of Viti 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: 
 
 Sokol Haliti 
 
Date: 06.06.2019, Viti 

 


