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1 Economy – The principle of economy implies minimising the cost of inputs. Inputs should be available at the right time, 

quantity and quality and at the lowest price 
2 Efficiency - The principle of efficiency implies achieving the maximum from the available inputs. It relates to the relationship 

between input and output in terms of quantity, quality and time.  
3 Effectiveness - The principle of effectiveness implies the achievement of set objectives and the achievement of expected 

outputs. 
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Executive Summary  

Kosovo budget institutions spend a considerable amount of public funds on construction 

activities.  To determine the effectiveness of management of public construction contracts, the 

NAO selected three organisations for audit: the Ministry of Education, Science and 

Technology (MEST); the Ministry of Public Administration (MPA); and the Ministry of Youth, 

Culture and Sports (MYCS). From 2016 to 2018, these budget organisations have spent around 

€100 million for capital investments on average. Around 60% of these funds, or about €60 

million, was spent for the construction of educational, cultural and sports facilities. The 

National Audit Office audited 11 construction projects from these three institutions 

approximately amounting to €16.8 million or around 16% of the total amount of capital 

investments in these organisations. The main reason for constructing public buildings is to 

establish a more suitable environment for the development of activities by their users.  

Overall Conclusion  

The NAO’s audit has identified significant weaknesses at all three audited budget 

organisations with respect to the contract management processes at all phases of construction. 

Many of the audited contracts were carried out under Memorandums of Understanding 

(MoUs). Yet the MoUs did not adequately specify the roles and responsibilities of the 

organisations involved in the managing of the construction contracts process.   

A significant weakness in the audited projects was the organisations’ failure to check the 

factual situation at construction site in order to ensure that the planned construction site was 

suitable and ready for construction. 

Moreover, shortcomings have also been identified in the contracts managers’ appointment 

process, drafting of contract management plan and application of needed construction 

documents. As a result, there have been delays from two up to 22 months.  On the other hand, 

legal remedies such as performance security and imposing of penalties envisaged to assist 

budget organisations in managing construction contracts have not been efficiently used. 

Regardless of being stipulated in some contracts, the audited budget organisations have not 

imposed any penalties to EOs for incurred delays. In addition, the audit has identified that 

the performance security required from EOs did not deliver the intended impact because it 

was insufficient to serve as a deterrent to the poor performance of economic operators.  

Other important issues having an impact on the adequate management of construction 

contracts, such as annex contracts and technical acceptance, were also part of the process. 

Where annex contracts were used, the audited budget organisations used contracts for 

additional works which could have been included in the basic contract. This has resulted in 

overspending which has directly led to the slowdown of works and transfer of budget from 

other projects. The last link of the chain is the technical acceptance of buildings, which is the 

process that gives the green light to using the buildings. Yet the audited budget organisations 

did not conduct this process properly.  
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As a consequence of shortcomings identified above, nine out of the 11 audited projects 

suffered implementation delays and additional costs. The construction monitoring process of 

these projects did not function properly and it does not provide Kosovo citizens with 

assurance that value for money is being achieved therefrom. 

Overall recommendation  

In order to ensure efficient and transparent management as well as fair use of public funds on 

construction contracts, the Ministry of Education, Science and Technology, the Ministry of 

Public Administration and the Ministry of Youth, Culture and Sports should clearly define 

and communicate the roles and responsibilities of all parties involved in the process, 

particularly when signing MoUs. In order to create the conditions for proper contract 

management, it must be within the budget ceilings, locations need to be confirmed as ready 

for construction, construction permits need to obtained, and penalties for delays should be 

imposed.  Contract Managers should prepare a contract management plan as well as 

implement and monitor the plan to ensure that payments are made for executed works only 

and that works execution deadlines are met.  

Moreover, they should ensure that the construction contracts management provides the 

opportunity for contract performance assessment during its implementation, in order to 

ensure that the constructed facilities achieve the intended results. 

Response of parties involved in auditing 

The Ministry of Public Administration agreed with the audit findings and recommendations, 

while we received no response from the Ministry of Culture, Youth and Sports and the 

Ministry of Education, Science and Technology. We encourage the institutions involved in 

this audit to make every effort to address the given recommendations.   
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1 Introduction 

Public procurement is one of the key areas of the country’s economic development. Public 

institutions spend 30% of the country’s budget through public procurement procedures.     

Public Procurement aims at ensuring the most fair, efficient and transparent use of public 

funds, public resources and of all other funds and resources of budget organisations in 

Kosovo. This is achieved by setting the terms and rules to be implemented, procedures to be 

followed, rights to be respected, and obligations to be met by individuals, economic operators, 

enterprises and budget organisations. 

The public procurement process starts with the strategic planning, but does not end with the 

contract award. One of the most important phases of public procurement is the contract 

management. The contract management process is intended to ensure that Budget 

Organisations (BOs) receive what they have contracted, in time, within the contracted budget, 

and in compliance with the technical specifications set forth in the contract. The purpose of 

contract management is to have the goods, services and works delivered according to the 

contract, by taking the principle of efficient use of public money into account.     

The analyses made have identified that the area with the most incurred expenditures over the 

years and with delays and problems in contracts management is the construction of public 

buildings (schools, universities, sports halls, sports gyms etc.). 

A sound contract management can deliver the intended results for all involved parties with 

minimal resources (cost and time). Based on the importance of this procurement phase and 

the impact that proper contract management has on public money, the National Audit Office 

has decided to audit the management of construction contracts.  

Audit objective and questions  

The objective of this audit was to assess whether budget organisations are properly managing 

public construction contracts. We have also assessed whether proper contract performance 

monitoring has been carried out to ensure that construction projects are completed on time, 

at the contracted price and according to technical specifications in order to achieve the 

intended purpose.  
 

The main audit questions are:  
1. Has the contract been managed based on the intended results? 
2. Has the contract performance been properly assessed during the project 

implementation process? 

This audit has covered per 2016-2018 period and a total of 11 contracts (see appendix 2) with 
an aggregate amount around €16.8 million. The audited budget organisations are the Ministry 
of Education, Science and Technology (MEST), the Ministry of Public Administration (MPA) 
and the Ministry of Youth, Culture and Sports (MYCS). Details on audit methodology, audit 
criteria and scope are presented in appendix 1 of this report. 
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2 Process description   

Procurement requires a variety of skills, such as the ability to negotiate prices, to research and 

interpret the market as well as good skills to evaluate technical specifications combined with 

proper needs assessment. Proper implementation of the above elements implies efficient 

contract management. It is therefore important that, in the contract management process, BOs 

have the professional skills and experience to develop this process effectively.  

The key to a successful contract management is the procurement officers’ and project 

managers’ professional ability to: 

 Plan – referring to the phases preceding the signing of contract;  

 Do – referring to the EO’s activity for the duration of the contract (the process is 

followed up by the procurement officer and contract manager); 

 Check – referring to checks and controls implemented to monitor the performance; 

and  

 Act – referring to the measures needed to ensure that any performance overcoming 

every predictions is brought back to the required parameters.  

1. Diagram of procurement process   
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The third phase, contract management, is the one with relevance for this audit. The audit has 

been on focused on what the Economic Operators (EOs) have done (as the contract foresees), 

the BO's monitoring of the EO's work and the measures taken in the case of non-compliance 

with contract terms.  

This phase starts when the EO begins to perform the contractual obligations. Once the contract 

is signed by both parties (BO and EO), the Chief Administrative Officer appoints a Project 

Manager or Team responsible for managing (supervising) the specific contract in writing. 

The procurement officer informs the appointed manager and distributes the signed copy of 

the contract. Once the contract is signed, the contract management, except for the right to 

change or terminate it, will be handed from the procurement department to the project 

manager. The project manager responsibilities are then correlated to the management of the 

obligations and tasks of the BO as specified in the contract and the assurance that economic 

operators are implementing the contract according to the specified terms and conditions.   
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3 Audit Findings  

This chapter covers the audit findings that relate to the management of public construction 

contracts. Initially, the findings on the intended results in the management of construction 

contracts were introduced, followed by the findings on the way contract performance is 

assessed.  

Out of 11 audited construction contracts, two are sports gyms, one stadium, one culture house, 

one dormitory, five primary schools and one construction phase (Mitrovica University 

Campus).  The objective of constructing these facilities is to provide the best conditions for 

their users. From the analysis of the presented documentation, we see that none of the audited 

projects was efficiently managed by the budget organisations.  

 Significant improvement needed in contract 

management processes  

The audit disclosed significant weaknesses with the contract management processes at all 

phases of the construction process. Emphasised weaknesses have been identified in the signed 

contracts originating from memorandums of understanding, where 5 out of 11 audited 

contracts were under memorandums. Ministry of Education, Science and Technology, the 

Ministry of Public Administration and the Ministry of Youth, Culture and Sports receiving 

funds to carry out the construction project never conducted a site visit to verify the suitability 

and readiness of the proposed site for the planned construction. The have also entered into 

contracts with different values and duration dates than originally planned and cooperation 

between the parties that signed the memorandum was not as foreseen in the agreement. Other 

major issues identified by the audit included improper appointment of contract managers, 

contract management plans not properly prepared and adhered to and key construction 

documents not providing sufficient and true information. 

 Issues arising from Memorandums of Understanding 

Five out of 11 audited projects have been undertaken under memorandums of understanding 

for completion of projects. The audit of all contracts entered into under memorandums has 

identified various problems arising from these agreements. Problems are of different kinds: 

such as failure of BOs to ensure that construction sites are suitable and ready for construction, 

and BOs failure to get coordinated between them regarding their obligations to manage these 

contracts. These problems occurred because the MoU in three cases did not adequately define 

the roles and responsibilities of the various parties involved, whilst in two other cases it did 

specify the responsibilities, but the MoU was not followed or adhered to by BOs. As a result, 

almost all audited projects under memorandums experienced significant implementation 

delays.  
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Our audit included two types of MoUs. One involved MoUs between MEST and MPA and 

the second those between MCYS and Municipalities.  

MoUs between Ministries 

In 2015, MEST and MPA signed a MoU on transfer of funds and capital projects for the 

construction and renovation of educational and training facilities from MEST to MPA. The 

purpose of this memorandum was to implement these projects as fast and efficiently as 

possible, considering the competencies and responsibilities of MPA related to the 

administration of facilities of public institutions in line with the legislation in force. This 

memorandum included two audited projects: Construction of Elementary School Haradin 

Bajrami in Magurë and Construction of Elementary School in Rahovec. 

According to the memorandum, MPA is obliged to report periodically to MEST on the pace 

of projects, whilst the MEST’s Department for Infrastructure of Educational Buildings should 

closely cooperate in overseeing the implementation of projects until their finalisation. Based 

on the records, MPA and MEST have not adhered to the memorandum in this regard. 

Oversight was conducted by MPA’s oversight body only. Non-cooperation between the 

budget organisations has led to delayed initiation of works and failure to implement the 

project in time. Moreover, before signing the memorandum, no analysis on the procedures for 

issuing construction permits was carried out in which the suitability of the construction 

conditions in the respective locations would be reviewed. This happened because the MoU 

did not give specific details on the responsibilities for each party. The abovementioned delays 

resulted in students not being able to use the new school on time. 

 MoUs between MCYS and Municipalities 

MCYS has signed MoUs with municipalities for the construction of sports and cultural 

facilities. We audited three of these contracts and found that in one case the planned budgeted 

in the memorandum was far lower than the contract amount, and that the duration foreseen 

in the memorandum was due. In all three cases we found differences between the amount 

foreseen in the memorandum, the approved budget and the amount foreseen in the contract.   

 

 

 

 

 

 

 



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

 

 

12 

Graphic 1: Differences between memorandum, budget, and contract in the audited projects in 

MCYS  

 

As shown in Graphic 1, there were considerable differences between the figures in these 

documents.  In regard to the project Construction of Culture House in Obiliq, the value 

foreseen in the memorandum was €920,000, the approved budget (for 2016, 2017 and 2018) 

was €520,000, whilst the contract value was €748,340. The contracted value exceeded the 

approved budgeted value by €228,340 or around 44%, which is in contradiction to Treasury 

Rules and Law on Budget Appropriations. While we were conducting our audit, this project 

and the one on Sports Gym in Samadrexha were being implemented based on expired 

contracts. The contract for Construction of Culture House in Obiliq was due on October 2018 

whilst the one for Sports Gym in Samadrexha was due in December 2017. The total amount 

paid for these two projects after the termination of contracts duration was €360,420, a payment 

without any legal basis. On the other hand, the project Renovation of Football Stadium in 

Malisheva was not included in the procurement plan at all and the budget for this project was 

taken from other projects’ budget.  

In awarding contracts that exceed the approved budget, the Ministry (1) may not implement 

the projects on the right time or implement them at all; (2) will have to use dedicated funds of 

other projects thus causing damages to them in both time and budget; (3) may be facing 

lawsuits filed by EOs for payments not paid on time which leads to incurred additional costs 

through court fines.  

In order to prevent BOs from having insufficient funds, the budget for memorandums should 

be approximate or in line with the approved budget and the contract should not exceed the 

memorandum and budget amounts either. Poor drafting of a MoU may lead to legal issues 

during its implementation. The same situation is with the MoU between MEST and MPA, in 

two4 cases the contract amount was higher that the budget and the one in MoU. 
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Delays and additional costs were mainly due to (1) lack of ascertaining the factual situation 

on site (2) changing of location after awarding the contract  

Construction projects can be costly, and, in the case of school construction projects, it is 

essential such projects be completed on time so that users can utilize the facilities as planned. 

It is therefore critical to the success of these projects that the respective organisations ensure 

that the construction sites are visited and locations confirmed as ready for construction before 

the contract is awarded. In over 50% of the audited projects, site visits were not conducted 

before signing of contracts. In four cases managed by MEST, the reason behind this was the 

MEST owns a database where they maintained information on elementary and lower 

secondary schools in Kosovo and usually they rely on information contained in that database 

without checking whether the site situation has changed. For two projects managed by MPA, 

(inherited from MEST memorandum) even though a feasibility study regarding the projects 

received under an MoU with MEST was made and concluded that the projects were not 

suitable for the location, yet the Ministry awarded contracts for the same projects inherited 

from MEST without changing anything, which made the feasibility study useless. According 

to MEST officers, the reason behind this was the lack of staff to identify all locations separately. 

Whilst in the case of MPA, the reason was that these projects were inherited from MEST 

through the MoU clearly specifying the projects to be implemented and the Procurement 

Office has therefore carried on with signing the contracts without changing anything.  

As a result of these site verifications not being conducted, the CA had to redesign the projects, 

causing major implementation delays and more costs than initially foreseen.  

For example, the project for Construction of Elementary School in Rahovec faced major 

changes because the location was inadequate for the project. The project was almost 

completely changed, starting with the étage (floors) and layout of the base as reference points. 

The location’s elevation of over 7 meters, which was not foreseen in the first project, led to a 

new project being modified to fit the location. BO in accordance with EO changed the project 

by planning four floors instead of two as previously foreseen. Due to the problems 

encountered in the process, the project started with a 10 month delay and students had to 

attend classes in another school in Rahovec further away from their residences. Delays to start 

with the project has resulted in students not having adequate conditions for timely learning 

and additional expenses for their transport to the other school.  
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Picture 1: Differences between the planned project and the construction 

Such a major change in the project has led to delays in implementation and additional works 

which could have been foreseen before the contract was signed. These changes may lead to 

the final project not meeting the students’ needs and being more expensive than the planned 

one. 

In addition to cases of failure to previously check the suitability of sites for construction, we 

have also found a case where the project’s initial location was changed upon municipality 

request after the contract was signed (MoU between Kaçanik Municipality and MCYS). The 

Memorandum entered into by the Municipality and MCYS to change the location stipulated 

that the location could be changed provided that the total price, technical specifications and 

project execution did not change. Due to the changed location, the EO had to use extra 

quantities of material to reinforce the terrain and static. The quantities set in the contract were 

therefore insufficient, so the BO divided the project into two phases.  One project, initially 

planned to be completed in one phase at the amount of €1.3 million, was being implemented 

under a second phase for additional quantities. The value of the second phase was €667 

thousand. Moreover, a comparison we have made between the prices of these items resulted 

in items having been contracted for three to five times5 more than in the previous contract. A 

project that was originally anticipated to be completed in three and a half years is still ongoing 

in its seventh year. 

                                                      
5 Analysis made can be found in Annex 3 
 
 

Pictures show the differences between the 

planned project and the one under 

construction, with particular focus on the   

étage (floors). 
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Another location-related problem was the issuance of construction permits. Construction 

permits should be issued before the contract is signed, but that was not the case. Therefore, 

projects have resulted in numerous delays since the beginning of works. The actual case was 

with the project for “Construction of the University of Mitrovica - Phase III”, where works 

had not started on time because no construction permit was obtained.  That was because the 

project was planned to be built on three other parcels: at a location that includes land parcels 

of the Kosovo Electricity Distribution and Supply Company, the Water Department and the 

Municipality of Mitrovica. In order to construct on these parcels, the Ministry would need to 

have a building permit from all of them, but that was not obtained before the contract was 

signed. As a consequence, the project started with a delay of about four months and that 

would be the minimum of the delays that will accompanied this project until completion.  

 Attention to contract manager appointment process   

Although the Public Procurement Operational Guidelines clearly specifies the Contract 

Manager (CM) appointing process, the audited contracting authorities followed different 

practices. In the contract for “Construction of Dormitory no.8”, the contract manager was 

appointed by the Director of Students Centre instead of the Chief Administrative Officer of 

MEST although the concerned officer was an employee of MEST. Whilst in MCYS 

“Renovation of football stadium in Malisheva", the contract manager was appointed after 

works had started. 

MEST and MYCS followed the practice of appointing a contract manager to follow up the 

contract performance, whilst MPA operates as a management team consisting of engineers of 

different profiles. According to Public Procurement Rules, BOs should have a contract 

management team in place when it comes to large value contracts in order to ensure the 

involvement of professionals in all areas.  According to officials, it was the lack of staff that 

led MEST and MCYS to fail in having the contract management team in place. The 

management of large contracts by only one professional has caused irregularities in other 

professional areas and consequent delays in project implementation. On the other hand, the 

practice used by MPA has resulted to be a good one. In the contract “Construction of the 

University of Mitrovica Phase III” temporary technical acceptance was made by professionals 

of each area for the completed part of the project. Therefore, the Rectorate could use the 

setting, namely the BO did not have to wait for the completion of the entire project in order to 

start using it as early as possible.  

 Improper Contract management plans  

It is a requirement that updated and detailed contract management plans are in place in order 

to ensure that construction projects are completed in line with the contract. But, such 

requirement has not been adhered to by BOs.  
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In all audited contracts, we have identified that contract management plans did not comply 

with the requirements, i.e. they were not updated throughout the contract management 

process. Failure to implement the contract management plans has led to delayed 

implementation of contracts and consequently to contract performance measurement being 

almost impossible. In addition, BOs have ended up into situations where changes to stages 

were made and not recorded. An actual case is the one of Dormitory no.8 where the bill-of-

quantities stipulated the elevator but it was not actually part of the completed building, whilst 

in the House of Culture in Obiliq we have identified that plastic doors had been ordered 

instead of wooden doors as stipulated under Item 7. Moreover, the failure to properly 

implement the contract management plan has led to payments being made for uncompleted 

works as it was the case with Ismet Raci Elementary School where we verified (December 

2018) 32 doors instead of 52 paid.  

An actual case of poor preparation of the contract management plan was the Construction of 

Dormitory no.8, where the only information contained in was the signature of the contract 

manager, whilst the one of the EO’s works supervisor was missing. There were no details or 

information on contract implementation either.   Another case was the Construction of Sports 

Gym in Kaçanik (Phase II) where the contract manager had not prepared a contract 

management plan at all. This was to contract manager’s lack of knowledge on how to prepare 

and use a contract management plan.  

 Shortcomings when preparing key construction 

documents  

During the construction phase, BOs and EOs should prepare some construction documents to 

ensure that payments are made based on contracted works and timelines. However, we found 

shortcomings in all these documents. The contract manager’s failure to monitor the work of 

the EO has led to poor preparation of these documents. As a consequence, there were 

payments made for unfinished works. BOs did not have accurate information about the 

completed works and backlogs, yet payments had been made.  

There are three documents required to be completed and updated by the BO and the EO 

throughout the contract management process. First is the dynamic works plan where the EO 

summarises the timelines for completion of field works. Second, it is the construction diary 

which implies the recording of daily activities occurring at the construction/work site. The 

construction diary shall contain a detailed daily record of all construction works which a 

construction permit has been issued for. And third is the construction book which contains 

general and key data on construction works. The construction book should contain the data 

for each stage completed in accordance with the approved construction works, which the 

responsible licensed engineer, upon his signature, guarantees that the construction work is in 

compliance with the construction terms. 
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The purpose of these three documents is to follow up whether the EO’s performance complies 

with the works dynamic plan and to ensure that all executed works are listed in the 

construction diary and the construction book thereout. All this aims at ensuring that payments 

are made for the completed works and within the foreseen timelines.  

In all audited cases, we have found that there was no linkage between the dynamic works 

plan, the construction diary and the construction book. In many cases, one or more of the 

required documents were incomplete, contained incorrect information, or not prepared at all. 

Moreover, we have even found two cases where the construction book is not signed at all by 

the contract manager, which means that payments were made without prior verification of 

works.  

To illustrate, the first case was Construction of Q. Iliazi Elementary School in Kaçanik i Vjetër 

where the construction book was not signed by the contract manager, which means that works 

were paid without approval of the contract manager. Another case is Construction of Sports 

Gym in Kaçanik where the construction diary was not updated and signed for several weeks, 

which made it impossible to know if any work had been done during those days. 

This was as a result of the contract managers’ failure to put adequate controls in place for 

monitoring the construction activities and ensuring that the EOs properly and accurately 

prepared the required documents. This led to delayed implementation of contracts, payments 

made for unfinished works and delayed payments to EOs. 

 Failure to evaluate contract performance   

All audited contracts experienced significant delays in completion for various reasons.  There 

are two possible remedies available that BOs could employ in order to ensure that EOs 

perform as required—performance security bonds and impose of penalties to EOs for incurred 

delays. However, none of these two remedies have been adequately used by BOs. As a result, 

they were not effective in executing their function to help BOs. 

3.3.1 Performance security bond did not deliver the 

intended impact   

A performance security bond provides BOs with a guarantee against the EO’s failure to meet 

the obligations specified in the construction contract. BOs may thus get compensated on 

eventual damages caused by the non-implementation of the contract. The performance 

security bond was not delivering its intended purpose. In six out of 11 audited cases, we found 

that the timeline required for the performance security bond was one year regardless of 

contracts timelines being longer. In such cases, EOs may not perform based on the contract, 

BOs may experience losses in terms of finance and benefits because it would be impossible to 

forfeit the performance security bond given that it would be already expired. The situation 

occurred because the BOs neglected the importance of security bond. Therefore, BOs could 
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not terminate the contracts in cases where EOs failed to fulfil the contract, because the losses 

were not covered. 

Under a performance security bond clause in the contract, EOs are required to deposit a 

certain percentage to guarantee their performance, which should not be less than 10% of the 

total contract amount. The bond should remain valid for a period of 30 days after the 

completion of the contract. To illustrate how a security performance bond should work, in 

2018 MCYS terminated the contract for Sports Gym in Dragash because the EO failed to meet 

its obligations under the contract. The Procurement Office filed a performance security forfeit 

request. According to the report on completed works, which was prepared and approved by 

the Supervisory Body authorized by MCYS, the value of completed works was just €18,300, 

whilst the total of payments was €144,954.  The performance security bod was €150,000, 

meaning that had the BO managed to confiscate the performance security bond, it would have 

been able to conclude the contract without any loss suffered. By the time of our audit6, MCYS 

had not received any confirmation that the performance security bond was confiscated.   In 

both audited contracts, we found that EOs operated without a performanca security for a 

considerable period of time – in one case for one year and a half and for the other one for three 

months before the security bond was renewed. 

Another highlighted problem when it comes to the performance security bond relates to the 

execution of advance payments and withholding of the performance security bond against 

the BOSs. BOs issue advance payments of 10-15% of the contract value to the winning EOs 

before they start executing works. Whilst, the performance security bond withheld until the 

completion of works is 10% of the contract value. Both these actions are allowed by law. 

However, making advance payments in a similar amount to the performance security bond 

means that BOs are actually paying the performance security bond with their own money 

through the advance payment, all the more to a larger amount than the security bonds 

required by the EOs. In cases where EOs do not meet the deadlines and terms stipulated in 

the contract, the BOs find themselves in lose-lose situation, because projects do not get 

completed and advance payments made do not cover incurred expenditures even if the 

security bond is confiscated. 

Cases where BOs do not apply performance security bond for large contracts and cases of 

failure to confiscate execution security bonds may lead the BOs to losses, lawsuits and failure 

to achieve value for money. 

3.3.2 No penalties for Economic Operators were applied 

The reason behind the existence of remedies is to provide BOs with assurance on the progress 

of works during their execution. Two out of 11 audited contracts have foreseen the possibility 

to apply penalties, whilst the other nine did not include provisions for penalties at all. BOs 

                                                      
6 April 2019 
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have never imposed any penalty despite the significant delays identified in the audited 

construction projects. As a result, such contract remedy was never used to help BOs ensure 

that EOs terminate construction works as planned.    

According to the contract, for any delays in execution of works according to the dynamic plan 

a penalty of a certain amount but not exceeding 10% of the contract value shall be imposed. 

In two of the audited contracts there were clauses regarding the penalties and specific 

percentages to be applied should delays occur, whilst in nine other contracts the clauses were 

missing. The lack of a penalty clause for poor performance of EO was because BO neglected 

the importance the foreseeing and applying penalties process has.  

Failure to foresee and apply penalties has put BOs into situations of not receiving the facilities 

on time and not being able to terminate contracts because of major losses they would face.  

Therefore, in all audited projects, EOs did not suffer any legal and financial consequences for 

their failure to perform well and projects keep being completed with delays. 

 Delays in implementation could have been prevented  

Although all audited construction contracts stipulated a specific period for the completion of 

works, five of them experienced significant delays. Several factors contributed to the delays, 

such as BO’s failure to inspect the actual conditions of the proposed location in order to ensure 

it was suitable and ready for construction works, and obtaining the construction permit or 

consent for changing the location after the contract was signed. These factors are further 

discussed in details in the previous sections. As a result, the completion of these projects, by 

the time of our audit (April 2019) was delayed by two to 22 months7. The following table 

shows the delayed construction projects which makes a comparison between the contract 

amount, percentage of expenditures incurred by the time of our audit8 and percentage of 

outstanding liabilities until the completion. Two out of 11 projects are not presented in the 

table although they experienced delays as well.  

 

 

 

 

 

 

 

                                                      
7 Calculations on delays are presented in Annex 4; 
8 December 2018 in MEST, March and April 2019 (MPA and MCYS)  
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Table 1. Delays in execution of construction works for years 2016, 2017 and 2018 

Project 
Contracted 

Price 

Initiation 

data9 

Works 

termination 

date 

Are works 

terminated 

within 

deadline?10 

%11 of 

outstanding 

liabilities  

% of 

expenditures

12 

Construction of 

Elementary School in 

Braboniq- Mitrovica 

1,179,812 April-17 Oct-18  48 51 

Construction of 

Elementary School 

Ismet Raci- in Klina 

1,086,709 Dhec-16 June-19  25 75 

Construction of 

Elementary School 

Q.Ilazi- Kaçanik i 

Vjetër 

1,092,010 April-17 April-20  50 50 

Construction of 

University of 

Mitrovica - Phase III 

7,297,021 April-16 Dec-19  30 70 

Construction of 

Elementary School in 

Rahovec 

1,384,418 Feb-17 Dec-19  46 54 

Construction of 

Elementary School 

Haradin Bajrami in 

Magurë – Lipjan 

1,319,116 Nov-16 Dec-19  18 82 

Construction of 

Sports Gym in 

Kaçanik 

1,299,109 Nov-13 June-17  56 44 

Construction of the 

House of Culture in 

Obiliq 

748,340 Dec-16 Dec-17  33 67 

Construction of the 

Sports Gym in 

Samadrexha 

786,371 May-17 Oct-18  12 88 

As the table above illustrates, five out of nine presented projects should have been completed 

by June 2019, but based on the percentage of paid works it is clear that almost most of them 

have not exceeded 60% of the expenditures. We see that for Construction of Elementary School 

in Braboniq – Mitrovica, the contract was signed in April 2017 and terminated for 80 weeks 

according to the dynamic plan. But, following our calculations (by deducting the weekend 

days as well as the period of atmospheric conditions based on the data received by the 

Hydrometeorology Institute13, for more see Annex IV), the school should have been 

completed in October 2018. The same days calculation procedure has been applied for the 

                                                      
9 Date of initiation of works according to the contract  
10 Red flags are given for projects which should have been completed by now but are not completed yet. 
11 Delays in implementation are measured by comparing the percentage of execution against the planned time for the 

completion of the projects. 
12 By the time field work was completed (April 2019); the calculated percentage of executed projects is measured by the budget 

spent against the contract values.  
13 Confirmation by the Hydro-Meteorological Institute of Kosovo on the average sunny days in Kosovo within a year.  
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other contracts, always taking into account the works dynamic plan respectively the time 

provided by the contract.  

In regard to the contract for Construction of Dormitory no.8 where the project was finished 

operationalised, contract amount (€176,859) was exceeded by 16%.   

 Issues for consideration  

In this section we have highlighted issues that are directly related to each of the audited 

contracts which more attention needs to be paid for in the future. Of the 11 audited contracts, 

six were Annex Contracts and two projects were put to function without proper technical 

approval. Although the Law on Public Procurement stipulates that the use of annex contracts 

is allowed in cases where works could not be foreseen in the basic contract, contracts were 

signed for works that could have been included in the initial project design. As a result, BOs 

have paid more than planned and funds allocated to other projects have been used to cover 

annex contract costs. 

3.5.1 Use of annex contacts could be avoided  

The reason why the Law on Public Procurement has foreseen annex contracts is because EOs 

encounter difficulties during constructions which could have not be foreseen in the original 

contract.  

Out of the 11 audited contracts, six had annexes and five had annex for works that could be 

in the initial project. That was the case with the contract for Construction of Elementary School 

Haradin Bajrami in Magura, Lipjan, whose project was foreseen for flat terrain and suitable 

land for construction, an action confirmed by the geo-mechanical evaluation. The whole 

school was planned to be built under one contract, but there were two annex contracts in the 

project – one for the sports hall and other for the heating. Both annexes could have been 

included in the basic contract. This situation was created because the inherited project was 

typical and the redesign of this project was not done before signing the contract. The geo-

mechanical evaluation should have been made before the contract was signed, but it was done 

after the contract was signed and that twice all the more. MPA did not take measures for the 

failure to sign the contract although it had analysed that such a typical projects could not be 

executed. This led to additional expenditures to complete the project. The total amount of 

annexes was €131,522. It was the same situation in the project for Construction of University 

of Mitrovica - Phase III, where the annex contract was entered for works on yard, a road, for 

extra amounts of concrete and for extra mounting. The total amount was €339,043. 

Another case where works could have been foreseen in the initial contract is the Construction 

of Malisheva Stadium (under the MoU between MCYS and the Municipality). Even though 

works such as: synthetic grass, grass and paths for athletes and entrance for viewers were 

foreseen in the basic contract, whilst the same were outsourced under an annex contract but 
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in larger quantities. This happened because after the EO started working, the BO decided to 

expand the stadium. The decision led to extra work and extra budget needed. The amount of 

annex was €25,215. Same situation was with Construction of House of Culture in Obiliq, 

where the annex contract was for works on soil, gravel, concrete and mounting which were 

also included in the initial contract. The total amount of the annex was €72,069.   

Almost the same situation was with MEST projects. There was an annex contract for the 

project Construction of Elementary School Ismet Raci in Klina, where the additional executed 

works were not specified and it was impossible to understand what those additional executed 

works were. This was because the officers neglected the relevance of the information that 

should have been presented in the annex contract. The value of such works was €78,269. 

Whilst, in the contract for Construction of Dormitory no.8 additional works were as a result 

of an error in the technical specification for the quantity of mounting and depleted concrete 

where there were written 5,540 units instead of 55,400. The value of such works was €99,379.   

Outsourcing of works which could have been planned and included in the basic contract has 

led to the situation where the budget allocated for other project had to be used for these annex 

contracts, thus to failure to implement as many project as initially planned. However, it is 

worth mentioning that all the above-mentioned annex contracts were within the allowed limit 

of 10%. 

3.5.2 Use of facilities without technical acceptance 

In order for a project to be ready for use there should be issued a certificate of use based on 

the Law of Construction. 

Although the Dormitory no.8 was released for housing the students as of 15th of January 2018, 
the technical acceptance for that building is not done yet. On the other hand, in the project 
Renovation of Football Stadium in Malisheva the technical acceptance was made by the 
commission established only by the Municipality without the presence of MCYS as the main 
investor of this project. Technical acceptance of Construction of Dormitory no.8 was not made 
because MEST had not established the commission yet14, whilst in the project for Renovation 
of Football Stadium in Malisheva MCYS did not participate in the acceptance of works 
because the Municipality did not inform the concerned Ministry on the completion of the 
project. This occurred because the MoU did not exactly specify the procedures for the technical 
acceptance of buildings once they are finished. Starting using the facilities without technical 
acceptance may threaten the safety of users and should any damage occur the BO would not 
be able to hold the EO accountable given that it would be difficult to know who caused the 
damage. In the project for Renovation of Football Stadium in Malisheva the technical 
acceptance of works by the Municipality without the presence of MCYS officials may lead the 
later to the risk of paying for works without the assurance that they are implemented as 
stipulated in the contract.  

                                                      
14 By the time of our audit (April 2019) 
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4 Conclusions 

The audited budget organisations (MEST, MCYS, and MPA) did not ensure that educational, 
cultural and sports facilities were completed as scheduled within approved budget and that 
the construction process adhered to contractual requirements.  

Shortcomings in the MoU such as, non-specification of who will do what, budget not foreseen 
in compliance with the available budget, failure to meet the deadlines set in the 
memorandums, failure to appoint project managers according to the rules, failure to adhere 
to the standards on the preparation of management plans, and inadequate preparation of 
other required construction documents15  have led to weaknesses in the contracts management 
process from the beginning up to their completion.  

Failure to identify the real situation on site and failure to verify the suitability of locations 
prior to signing the contracts for projects resulting from MoUs had caused delays in the 
initiation of works and additional costs. In addition, weak controls over contract planning and 
management led to payments of a total of €537,27916 with not legal grounds.  

Legal remedies in place to ensure that EOs meet their contractual obligations were inadequate 
and not applied at all. Advance payments made by BOs to EOs at larger values than the value 
of performance security bond as well as shorter validity of performance security bond than 
the contract validity do not provide the BO with the assurance that eventual damages are 
covered, therefore these funds did not serve the intended purpose. Moreover, all construction 
contracts should contain provision for penalties to be imposed on failure to fulfil the contract. 
Such a provision was not included in most of the contracts and in those included, it was not 
applied.    

Failure to obtain construction permits in time and failure to identify the suitability of 
construction sites has led to the conclusion of annex contracts worth approximately €700,000 
for works that could have been included in the basic contracts. The conclusion of annex 
contracts beyond the budgeted amount for specific projects has led to the use of budget 
already allocated for other projects which leads to the risks for failure to implement them. 

Releasing the building for use without the technical acceptance made by a professional 
commission does not provide safe premises for users whilst the technical acceptance by the 
Municipality only without the presence of representatives of the ministry, as the main donor 
in this case, may lead the ministry to the risk of paying for works without having any 
assurance that they are implemented as stipulated in the contract.   

BOs failure to evaluate the performance of construction contracts’ implementation has led to 
the inability to identify process deficiencies, which could have been prevented and 
consequently have been repeated contract after contract. Therefore, most of the audited 
projects may not be ready for use as planned.  

                                                      
15 Dynamic plan of works, construction book and construction diary  
16 The total amount paid after the termination of contract period €360,420 and the Construction of Dormitory no.8, €176,859 

thousand)  
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5 Recommendations  

The following recommendations aim at ensuring that the audited organisations will improve 

the construction contracts’ management process in order to achieve the intended purposes. 

They also aim to help BOs strengthen the contract’s performance monitoring points in order 

to have projects implemented in time, within budgeted funds and according to the contracted 

projects.  

We recommend the Ministry of Education, Science and Technology, Ministry of Culture, 

Youth and Sports, and the Ministry of Public Administration to ensure that: 

1. The MoU clearly specify the roles and responsibilities of each party and the feasible 
deadlines and that the planned budget is in line with the ceilings stipulated in the 
Law on Budget Appropriations;  

2. Contract managers discharge their duties and responsibilities according to the 
legal requirements, with special emphasis on the preparation of contract 
management plan in line with the established standards and that it is updated and 
monitored on regular basis. When considered necessary, training should be 
provided to from the Public Procurement Regulatory Commission regarding the 
needed and useful information that should be presented in the plan to help for a 
proper contract management process;; 

3. Contract managers are proactively contributing so that the dynamic plan, 
construction book and construction diary contain correct and measurable 
information that present the actual situation in real time; 

4. Site visits are made in order to prevent delays in project implementation, 
additional costs and changes to the projects after contracts are signed and that 
construction permits are obtained before contracts and MoU are signed; 

5. The contract performance security bond provides a sufficient guarantee that the 
potential damages caused may be compensated in order to have a higher level of 
assurance against the potential risks of non-implementation of the contract,  and 
in cases when advance payment are made the security bond is always at higher 
amount than the advance payment. In addition to the performance security, BOs 
should ensure that penalties are included in all contracts for incurred delays and 
applied accordingly in order to minimise the losses; 

6. The project is properly analysed in regard to the location and that works that can 
be foreseen are included in the basic contract in order to prevent the need to enter 
into annex contracts, additional costs, and reallocation of funds already designated 
for other projects;   

7. All constructed buildings are subject to technical acceptance procedures before 
being release for use and that the acceptance is made by all parties involved in the 
process in order to provide safety to users; and 

8. In order to learn the lessons from various setbacks in the contract management 
process, BOs should continuously follow up the contract implementation 
performance and apply the learned lessons on future projects.  
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Annex1 Audit Motive, Criteria, Methodology and Scope  

Audit motive:  

The main problems identified in the audit reports published by the NAO are delays in 

implementation, additional works and other problems mainly related to construction. Risks 

associated with these shortcomings may be the purchase of goods, services and capital 

projects of poor quality and higher costs.  

Delays in initiation of procurement procedures, their prolongation as a result of appeals 

procedures, inadequate contract management by the Budget Organisations, and failures of 

economic operators to meet contractual obligations in time, are some of the key factors that 

lead to the slow execution of capital projects. This results in higher spending in the last three 

months and increases the risk of ineffective controls over these payments. 

Audit criteria: 

Contract management activities should include the assignment of the contract manager prior 

to signing the contract, the contract management plan, assurance of quality and consistency 

before the approval of payments and conclusion of the contract under the pre-established 

terms.  

The following criteria have been applied:  

 

o Contract activities include: appointment of contract management team (contract 

manager), frequent contract review plan, regular dialogues with contractors, 

management of payments/requests, performance security bond, site inspection;  

o The contract manager (CM) should possess the right skills to properly understand the 

terms and objective of the contract;  

o The contract management plan should contain: initiation of the contract, contract 

progress and termination. In order to have a successful contract, the contract 

management plan should include, inter alia, some other essential elements: 

continuous site inspections, assurance of adequate controls over costs, quality and 

time as appropriate, assurance that all obligations are met before the termination of 

the contract dossier, issuance of variations or order for change if required, in 

accordance with the contract terms, provision of complete details on any required 

change to the Procurement Department and obtain approval, provision of complete 

details on any proposed termination of the contract to the Procurement Department; 

and submission of reports on the progress or implementation of the contract to the 

Procurement Department of NAO; 

o In order to achieve value for money, BOs should conduct analysis on the quality and 

price of the delivered service. Analysis may be on time, cost-benefit and quality; 
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o Works acceptance should be adequate, based on the completed stages, and in 

accordance with the foreseen budget;  

o BOs should conduct performance assessment in order to ensure that an efficient 

contract management plan is in place. The lack of performance assessment on 

supplies/works includes the risk of failure to identify problems at an early stage and 

follow up of a process that is not fulfilled and does not achieve value for money; and  

o In cases of delayed incurred by EOs, BOs should apply the penalties foreseen in the 

contracted terms. 

Audit questions  

In order to answer the audit objective, we have prepared the following audit questions and 

sub-questions:  

1. Is the contract managed according to the intended results? 

o Has the Budget Organization properly analysed the contract management preparation 

activities? 

o Has the contract management plan been properly developed and implemented? 

o Is there sufficient evidence that the contract manager has properly discharged his 

functions during the contract implementation period? 

 

2. Has the contract performance been properly assessed? 

o Have the works been accepted in time and payments made for the completed stages? 

o Do BOs apply sanctions/penalties towards EOs in cases of failure to meet the contract 

terms? 

Audit scope  

The audit of public contract management, including annex contracts, has been initiated within 

the NAO. This audit aims to provide relevant recommendations to the central level in order 

to improve their approach to the management of public construction contracts. 

 

We have audited 11 contracts - four in the Ministry of Culture, Youth and Sports (MCYS), four 

in the Ministry of Education, Science and Technology (MEST), and three in the Ministry of 

Public Administration (MPA). Our scope also includes annex contracts for selected samples. 

The reason why we selected three contracts at the MPA is because the later has spent less on 

construction contracts compared to MEST and MCYS. We have selected to audit the budget 

organisations based on the ones with the largest budget spending on construction projects. 

The audited contracts have also been selected based on the largest budget spending and 

duration of implementation. The time period has included the initiation and completion of 

these projects (or the phase their implementation is at). 

 

 



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

 

 

27 

Audit Methodology and Scope  

Our audit approach on construction management contracts uses a variety of techniques: 

 Analysis of the legal framework regulating this area; 

 Comparison of plans, contracts and plans for their management; 

 Comparison of construction diaries with completed works; 

 Comparison of payments/stages; 

 Comparison of reports on accepted works; 

 Interviews with responsible officials 
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Annex2: Projects selected for audit samples.  

No.  Project Name of Supplier Description 2018  

(€) 

2017 

(€) 

2016 

(€) 

Total  

(€) 

1 12424 T Design ltd./Dajting 

ltd / Studio Hapsira 

ltd /VNK Group ltd 

(MCYS) 

Renovation of 

football stadium in 

regional centres 

   

57,590  

 

 

61,473 

 

 

- 

 

119,063 

2 14224 Euro Besi ltd (MCYS) 
Building Sports 

Gym in 

Samadrexha 

300,000 372,825 19,16217 691,987 

3 13453 P I NNSH (MCYS) 
Sports Gym in  

Kaqanik 
229,806 58,000 229,539 567,748 

4 14562 Eng Group ltd (MCYS) 
Construction of the 

House of Culture 

in Obiliq 

249,998 299,996 - 549,994 

 

5 11353 Tribunë ltd / Seti 

Commerc CCE. ltd 

(MEST) 

Education 

buildings 

208,077 518,261 581,179 1,307,472 

6 15264 Top Projekt CSE 

(MEST) 

Construction of 

Elementary School 

Ismet Rraci in Klina 

513,798 358,599 0 872,397 

7 15266 PI NNSH (MEST) Construction of 

Elementary School 

Qamil Ilazi 

289,040 261,193 0 550,233 

8 15268 NNP Standard Plus 

(MEST) 

Construction of 

Elementary School 

in Beboniq of 

Mitrovica 

458,934 149,314 0 608,248 

9 13216 Ada Consulting  Group 

SHPK/ CC Euro 

Ndërtim (MPA) 

Construction of the 

University of 

Mitrovica - Phase 

III 

2,933,127 3,659,380 2,310,118 8,902,624 

10 14779 Arberi SC ltd. (MPA) Construction of 

Elementary School 

457,325 560,000 131,912 1,149,237 

11 14782 Gobal Holding ltd. 

(MPA) 

Construction of 

Elementary School 

in Rahovec 

159,999 450,000 131,912 741,910 

 

 

                                                      
17  Design value, a separate contract from construction one 
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Annex 3. Calculation of items price  

 

Price index calculation: 
P0 – Basic period, year 2013 (as per the date of the first contract signed) 
P1 – Reporting period, year 2018 (as per the second contract signed) 
𝑃1−𝑃0

𝑃0
∗ 100% = 

102.6−99.6

99.6
=

3

99.6
= 0.031 ∗ 100% = 3.01% 

 
Masonry works: 20€*1.031=26.2   compared to 120€/26.2€=4.5801*100=458%(five times more); 
Concrete and reinforced concrete works: 55€*1.031=56.705€ compared to 150€/56.705€= 
2.6452*100=264% (three times more); 
Mounting works: 0.52€*1.031=0.53€ compared to 1.5€/0.53€=2.7978*100=280%(three times 
more) 

According to the calculations from the following table obtained from the Kosovo Statistics 
Agency, €1 in 2013 is equal to €1,031 in 2018. Therefore, the masonry stage included in the first 
contract in the value of €20 was contracted for €120 in the second contract. But, the 
approximate price should have been €26.2, namely it was contracted for 458% more 

expensive. The same calculation procedures has been followed with two other stages.  
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Annex 4: Calculation of delays in projects  

The year has 52 weeks, the week has two weekend days i.e. there are 104 weekend days in a 

year.  

According to Kosovo Hydro-Meteorological Institute, Kosovo has an average of 248 sunny 

days a year. 

248 days/52 weeks are approximately 5 sunny days a week.  

248 days - 52 days = 198 sunny working days (given that it is two weekend days, we have a 

50% probability that one of the two weekend days is sunny, so we have removed it from 

work days) 

198 sunny days/52 weeks are approximately 4 sunny days a week. 

The Braboniq Contract with 80 weeks*7 days = 560days/30days of the month = 18 months 

and a half (the contract initiated in 2017 and should have been completed by the end of 

October 2018, i.e. it was completed at just 34%). By the end of our audit (December 2018) 

there were two months of delays in this contract. 

The contract for Elementary School in Klina contracted to be completed within 300 working 

days/4 sunny working days a week = 75 weeks (contract was supposed to be completed).  

75 weeks* 7 days (a week) = 525 days/30 days of the month = 17.5 months for the 

completion of the contract. Contract initiated in January 2017 and should have been 

completed by the end of June 2018.  By the end of our audit (December 2018) there were six 

months of delays, i.e. the contract was completed at just 42%. 

The contract in Kaçanik i Vjetër – the termination deadline is 36 months, it initiated in April 

2017 and should be completed by April 2020. 

University of Mitrovica-Phase III - 750 working days/4 sunny working days = 187.5 weeks 
(contract was supposed to be completed); 187.5*7 days (a week) = 1,312.5 days/ 30 days of 
the month = around 44 months, i.e. it is expected to be completed by December 2019. 

The contracts for Elementary School in Rahovec and Elementary School in Lipjan have foreseen the 
completion of works by the end of 2019.  

The Sports Hall in Kaçanik - 600 working days according to the dynamic plan; 600 working 
days/4 sunny working days = 150weeks; 150weeks*7days (a week) = 1,050 days/30 days of 
the month = 35 months it was supposed to be completed in June 2017. There were 22 

months of delays by the time of our audit. 

The contracts for the House of Culture in Obiliq and the Sports Hall in Samadrexhë have foreseen the 
completion of works by December 2017 and October 2018 respectively. There were respectively 

16 months and 6 months of delays by the time of our audit. 




