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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.  

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 the International Standards of 

Supreme Audit Institutions, and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Municipality of Skenderaj 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 Ylber 

Sadiku - Team Leader, and Fisnik Rudaj and Muharrem Qyqalla - 

team members, under the management of the Head of Audit 

Department Bujar Bajraktari.  

 

 

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 Skenderaj for 

2019, which includes the Opinion of the Auditor General on Annual Financial Statements. 

Examination of 2019 financial statements was undertaken in accordance with the International 

Standards of Supreme Audit Institutions (ISSAIs).   

Our audit focus has been on: 

 

Conclusions  

Conclusion on Annual Financial Statements – The Financial Statements have been prepared in 

accordance with the applicable rules and standards, with the exception of the misclassification of 

expenditures between economic categories. This is explained in the Emphasis of Matter 

paragraph. There were also some weaknesses in the disclosure of non-financial assets.  

Conclusion on Financial Management and Control - Although internal controls have operated 

effectively in some areas, financial management and control have been accompanied by obvious 

weaknesses in some important financial systems. Controls over expenditures require further 

improvement to prevent expenditure misclassification, avoidance of payment by court decisions, 

non-compliance with procurement rules, management of capital projects, and asset management. 

Conclusion regarding previous recommendations - The implementation of prior year 

recommendations is not monitored at the required level, and there is not sufficient progress in 

their implementation. Despite the action taken, additional action is needed to implement our 

recommendations. 

Opinion of the Auditor General1 

Unmodified Opinion with Emphasis of Matter 

For more details, see Chapter 1 of this report.  

Response of Management in audit 2019  

                                                      
1 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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The Mayor has agreed with our audit findings and conclusions and committed to address all 

recommendations given. The National Audit Office appreciates the cooperation by the 

management and staff of Municipality during the audit process. 



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

 

6 

  Audit Scope and Methodology 

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

records in regard to as the following: 

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

matters 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 appropriate actions for implementation of audit recommendations have been 

undertaken. 

The audit was based on risk assessment. We have analysed the Municipality’s operations, the 

extent the management controls could be relied to in order to determine the level of in-depth 

testing required to obtain evidence supporting the Auditor General’s opinion. 

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

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

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

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

be made to the systems and procedures operated.  

The following chapters provide in detail our audit findings and recommendations in each audited 

area.  Management’s responses to audit outcomes can be found in Annex II.  
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1  Audit Opinion on Annual Financial Statements   

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

2019 in accordance with the Law on NAO and the International Standards of Supreme Audit 

Institutions (ISSAIs). Audit examinations were carried out in order to allow expressing opinions 

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

Statement, provided further in detail.  

Unmodified Opinion with Emphasis of Matter  

In our opinion, the Annual Financial Statements for the year ended on 31st of December 2019 

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

Accounting Standards according to cash based accounting.  

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 section ‘Auditor’s 

responsibilities for the audit of the Annual Financial Statements’ of our report. In compliance with 

ISSAI 10 and 30, and other relevant requirements for audit of budget organisations’ AFSs, the 

NAO is independent from the Municipality. We believe that the audit evidence we have obtained 

is sufficient and appropriate to provide a basis for our audit opinion.    

Emphasis of Matter   

We would like to draw your attention to the fact that the Municipality has paid and recorded 

expenditures from inadequate economic categories. Namely, Wages and Salaries were paid from 

the budget of Goods and Services as well as Capital Investments. These payments are made by the 

Treasury based on court/enforcement decisions, and relate to the compensation of jubilee and 

accompanying salaries upon retirement of employees. The municipality made efforts to avoid 

these payments but it was impossible, because there were no funds approved by the budget for 

their payment. 

Through budget planning, the municipality has made payments from Subsidies and Transfers for 

Goods and Services and vice versa. In this report, misclassifications are addressed in subsection 

2.1 Budget Planning and Execution. Our opinion has not been modified on this issue. 

Responsibility of Management for AFS  

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

statements in accordance with International Public Sector Accounting Standards – Financial 

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

and Regulation No. 01/2017 on Annual Financial Statements of Budget Organisations.  

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

Auditor General’s Responsibility for the audit of the AFS 

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

accordance with ISSAIs. These standards require that we 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. 

The 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.  

The 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. 

We communicate with the management of the audited entity regarding the audit scope, planned 

time and significant findings including any significant shortcoming in internal control that we 

have identified during the audit.  

The audit report is published on the NAO’s website, except for information classified (as sensitive) 

or other legal or administrative prohibitions in accordance with applicable legislation. 
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2  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 and assets and liabilities as 

well as the internal audit function. 

Financial Management and Control Conclusion 

The Municipality in general had good controls in relation to statutory obligations. However, there 

are some weaknesses that need to be addressed. The challenge remains in management of 

revenues, management of co-financing, payments by court decisions/enforcement decisions, 

procurement, management of accounts receivable and assets. This mainly reflects the influence 

from external factors.  

2.1 Budget Planning and Execution 

Risk We have considered the sources of budget funds, and spending of funds by economic 

categories. This is highlighted in the following tables: 

Table 1. Sources of budgetary Funds (in €) 

Risk The final budget compared to the initial budget was increased by €1,317,506. This increase 

was a result of revenues carried forward from the previous year by €815,509, increase of own 

source revenues by €385,367, domestic donations by €7,501, external donations by €170,003 and 

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

Description 
Initial 

Budget 
Final 

Budget2 
2019 

Outturn  

 % of 
Outturn 

2019 

2018 
Outturn 

2017 
Outturn 

Source funds:  13,406,283  14,723,789  13,507,214   92  13,033,451  12,065,482  

Government Grant – 
Budget   

 
12,218,658  

 
12,238,658  

 
11,536,240  

 94  
 

11,832,370 
 

10,575,442 

Borrowing   177,628   96,754   91,527   95  51,670 - 

Carried forward 
from previous year3– 

 -   815,509   586,075   72  138,213 168,199 

Own source 
revenues4 

 1,009,997   1,395,364   1,151,988   83  900,975 1,320,642 

Domestic donations    -   7,501  
  

 -  
  

 -  
 

- 
 

- 

External donations    -   170,003   141,385   83  110,223 1,199 
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increase of government grant by €20,000. While, financing from borrowing was decreased by 

€80,874. 

Risk In 2019, the municipality spent 92% of the final budget or €13,507,214, with an improvement 

of about 4% compared to 2018. Below are the explanations for the current budget execution 

position. 

Table 2. Spending of funds by economic categories - (in €) 

Explanations for changes in budget categories are given below: 

 The final budget for Wages and Salaries was increased by €26,190 as a result of revenues 

carried forward; 

 In Goods and Services, the budget was increased by €135,793. The increase was from own 

source revenues by €190,368, from revenues carried forward by €33,029, from donor grants 

by €1,696, while the budget from borrowing was decreased by €89,300. The budget for 

Utilities was increased by €627 from revenues carried forward; 

 The budget for Subsidies was increased by €312,078, the increase occurred from own 

source revenues by €195,000, revenues carried forward by €97,000 as well as from the 

budget increase according to the Government5 decision by €20,000; 

 The budget for Capital Investments was increased by €842,817, as a result of revenues 

carried forward by €658,584, donor grants by €175,807 and borrowing by €8,425. 

                                                      
5 Government decision 01-2019 dated 25.04.2019 

Description 
Initial 

Budget 
Final 

Budget 
2019 

Outturn 

% 
Outturn 

2019 

2018 
Outturn 

2017 
Outturn 

Spending of funds 
by economic 
categories 

13,406,283 14,723,789 13,507,214 92 13,033,451 12,065,482 

Wages and Salaries 7,805,273 7,831,463 7,687,208 98 7,490,289 7,267,204 

Goods and Services  1,480,640 1,616,433 1,564,420 97 1,374,212 1,042,725 

Utilities 294,537 295,164 183,249 62 197,121 187,782 

Subsidies and 
Transfers 
 

270,000 582,078 552,047 95 349,047 197,944 

Capital Investments  3,555,833 4,398,650 3,520,290 80 3,622,782 3,369,827 
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Issue C1 - Misclassification of expenditures in economic categories  

Finding  Law no. 06/L-133 on the Budget of the Republic of Kosovo for 2019 and the 

chart of accounts clearly define that expenditures must occur from the 

appropriate economic categories. AI no. 19/2009 on the chart of accounts, 

Articles 8.1 and 8.3 have defined the purpose and structure of the chart of 

accounts, as well as the economic classification of expenditures which must 

be made according to certain economic codes and categories. 

As we have presented in the Emphasis of Matter, the municipality has paid 

and recorded expenditures for salaries in the amount of €150,042 from 

inadequate economic categories. €108,100 were paid from Goods and 

Services, and €41,942 were paid from Capital investments. These payments 

are made by the Treasury based on court/enforcement decisions and are 

related to the compensation of jubilee and accompanying salaries upon 

retirement of employees. In another case, the municipality paid €518 from 

Goods and Services for an additional salary of an official upon retirement. 

This happened because there were no funds approved by the budget law for 

their payment from the adequate category. It is worth mentioning that a 

part of the jubilee/accompanying salaries of 2019 were paid from the 

category of salaries, while the collective agreement for the health sector 

employees was sent by the municipal lawyer to the Constitutional Court for 

assessment of its legality. 

Through wrong planning, the municipality has made payments from 

inadequate economic categories such as: 

 €110,155 were paid from Subsidies and Transfers for Goods and 

Services. Expenditures were executed based on the co-operation and co-

financing agreement between the Municipality and Caritas Kosovo for 

the project "Enhancing the care for social and health services at home 

and clinics in the Municipality of Skënderaj". 

 From Goods and Services €40,745 were paid for Subsidies and 

Transfers, namely to cover the funeral expenses for the citizens based 

on the Memorandum of Understanding between the Municipality and 

the Council of the Islamic Community for performing religious funeral 

rites, and accompanying services and ceremonies. 

This happened due to poor budget planning by the municipality and approval 

by the MoF and the Assembly of the Republic of Kosovo. 

Impact Misclassification of expenditures results in incorrect presentation of 

expenditures in the AFS, and consequently leads to misunderstanding of the 

financial activities of the municipality. 
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Recommendation C1 The Mayor should ensure that all actions are taken to plan expenditures in 

appropriate budget allocations/categories (or to reallocate funds when 

necessary and possible), and the payment and recording of expenditures is 

done strictly according to adequate economic codes 

2.1.1  Revenues  

The total revenues generated by the Municipality of Skënderaj in 2019 were €1,548,529 or about 2% 

less than the previous year. Revenues are from property tax revenues, revenues from construction 

permits, revenues from concessions, administrative fees, revenues from business activities, 

revenues from rent, etc. The municipality also had revenues collected from other institutions on 

behalf of the municipality as follows: traffic fines €119,000, and court fines €4,000. The 

municipality also received donations in the amount of €141,890. 

Table 3. Revenues (in €) 

Description  
Initial 

Budget 

Final 

Budget 

2019 

Receipts   

% of 

Receipts 

2019 

2018  

Receipts 

2017 

Receipts 

Own Source 

Revenues   
 1,009,996  1,395,364  1,548,529   111  1,575,503  1,413,200  

Tax revenues   282,796   219,796   272,869   124   222,450   170,108  

Non-tax revenues   727,200  1,175,568  1,275,660   109   1,353,053   1,243,092  

We tested 16 samples for substantive tests in the amount of €942,670, and 10 samples for 

compliance. Our tests have not identified any material issues to be reported.  

 

2.1.2 Wages and Salaries 

The final budget for Wages and Salaries was €7,931,463, of which €7,687,208 was spent. The 

approved number of employees, according to the budget was 1,373, while at the end of the year; 

their number was 1,256. During 2019, 63 new employees were employed. We tested 55 samples for 

substantive tests in the amount of €25,498, as well as 8 samples for compliance tests.  
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Issue B1 – Weaknesses identified in the contracts according to Special Service Agreements  

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

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

called Special Service Agreements and a simplified recruitment procedure 

shall be applied. 

During 2019, the municipality had 11 employees engaged with SSA. For 9 of 

them, simplified recruitment procedures have been developed, for 1 we 

have an extension of the deadline of the agreement for six months beyond 

the legal deadline at the request of the relevant directorate, and 1 employee 

was engaged through the decision of the Mayor6. 

The reason why these agreements were concluded was the lack of budget 

planning for these positions and the easier possibility of engagement despite 

the fact that three of these agreements were for regular positions7.  

Impact Covering regular positions with SSA increases the risk that work is not done 

at the required quality. Whereas, the extension of these agreements without 

new procedures restricts competition and, as a result, staff with 

inappropriate competence may be hired. 

Recommendation B1 The Mayor should ensure that SSAs are used only for specific jobs and 

contracts do not last longer than the legal deadline. Actions should also be 

taken to address the needs for regular positions in the Ministry of Finance 

during budget planning and ensure that they are budgeted and paid from 

the category of wages and salaries. 

                                                      
6 Decision on the appointment of the spokesperson of the municipality based on Regulation 27/2018. Being unable to be 

included in the regular payroll due to lack of position code, the employee was engaged through the special services 
agreement. 

7 Administrative Assistant, Senior Professional Officer and Technical Assistant. 
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2.1.3      Goods and Services  

Risk The final budget for Goods and Services (including Utilities) in 2019 was €1,911,597, of 

which €1,747,669 was spent. They are mainly related to contracting services, utilities, various office 

supplies, maintenance of facilities and equipment, etc. We tested 36 samples for substantive tests 

in the amount of €466,929 as well as seven samples for compliance tests. 

 

Issue B2 – Unclear value and exceeding of payments for public framework contracts  

Finding  Article 22 of Law 05/L-0688 on public procurement stipulates that the value 

of public framework contracts cannot be higher than plus/minus 30% of its 

total indicative value. In two public framework contracts, we have 

encountered excess of the indicative contract value, in:  

 Contract “Supply of goods and services for the needs of the directorates 

of the Municipality of Skënderaj” dated 14.09.2017, the indicative 

contract value is €13,720, while the total value of payments is €43,813 

and exceeds the value by 30% in the amount of €25,977; 

 Contract “Supply with official material for the Municipality of 

Skënderaj” dated 16.08.2017, the indicative contract value is €110,380, 

while the total value of payments is €197,695 and exceeds by over 30% 

in the amount of €54,201; 

During our examinations, we encountered two public framework contracts, 

which were unclear in terms of their value, because within their bill of 

quantity there are positions where the prices for indicative quantities were 

also foreseen as well as prices per unit (quantity 1). This makes it unclear 

whether the total amount in the price specification should be the value of 

the contract or the value of the contract should be its estimated value. This 

also makes it more difficult to manage these contracts. Respectively this 

condition has been identified in: 

 Contract "Maintenance of roads in the winter season in the Municipality 

of Skenderaj Lot I”, dated 19.12.2017, which states that the indicative 

contract value is €8,606, while the estimated value of the contract was 

€170,000. 

                                                      
8 Public Procurement Law no. 04/L-042 amending and supplementing laws no. 04/L-237; no. 05/L-068 and 05/L-092 - 

Article 22 of this law, among others, states that:. Estimated quantity specified in the tender documents is only the 
indicative amount. The contracting authority shall specify in the tender dossier the contract value or the amount as a 
threshold or a ceiling and allow the derivation thereof, stating that the percentage of allowed variance. The allowed 
variance cannot be higher than plus/minus thirty percent (30%). If purchase orders exceed the indicative total amount 
or indicative total value of the public framework contract (including plus thirty percent (+30%)), regardless of the 
original expiry date of the Public Framework Contract, the contract will be automatically terminated.  
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 Contract “Maintenance of roads in the winter season in the 

Municipality of Skenderaj Lot II”, dated 31.01.2018, where the 

indicative contract value is €7,423, while the estimated value of the 

contract was €170,000. 

This exceeding occurred due to an error in the drafting of contracts by the 

procurement office, in which the possibility of deviation +/- 30% was 

allowed in the estimated contract value (specified in the contract notice), 

while it should have been determined in the indicative contract value, 

which is the value of the financial offer. Despite the commitments and some 

efforts of the municipality, this issue has remained unaddressed. 

Impact Signing unclear contracts in terms of price and quantity makes them 

difficult to manage and can lead to exceeding beyond planning. While 

exceeding the value of framework contracts is not only damaging the 

municipal budget with irregular payments it may also result in a lack of 

budget for the implementation of other foreseen projects. 

Recommendation B2 The Mayor should ensure that the units and prices of contracts are 

accurately determined during the preparation of public framework 

contracts by the procurement office, the deviation +/- 30% is determined in 

the indicative value and not in the estimated value of the contract, and 

should take all necessary measures that contract managers avoid eventual 

exceeding of contracts through periodic reports.  



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

 

16 

Issue C2 – Shortcomings in contract management   

Finding  Article 81 of the Law no. 04/L-042 on Public Procurement as well as para 1 

of the Rules of Operational Guideline for Public Procurement (ROGPP) 

define the responsibilities of the project manager. One of the responsibilities 

of the contract manager is to report on the implementation of the contract. 

We have identified two cases in which payments were executed in the 

absence of reports of contract managers, namely: 

 Payment in the amount of €5,360, where the integral part of the subject 

is 25 invoices, based on the contract "Supply of food and beverages, 

hygienic-sanitary material", and 

 Payment in the amount of €3,843 based on the contract "Supply of 

goods and services for the needs of directorates in the municipality". 

For the first payment, the manager justified that he did not find it 

reasonable to make the report, while for the second payment it was because 

the contract did not have a manager at the time the supply was made. 

Impact Failure of contract managers to compile reports may result in poor contract 

management and in irregular payments. 

Recommendation C2 The Mayor should ensure that contracts are managed through the 

preparation of reports by the respective managers for each type of service 

and supply, and no payment is executed without providing sufficient 

evidence that the provisions of the contract are being implemented by 

economic operators ( EO). 
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Issue A1 – Shortcomings in contract management and payment   

Finding  According to the one-year contract "Maintenance of Haematological-

Medonic devices, in MFMC – Skënderaj Municipality", dated 09.09.2019, the 

maintenance of seven (7) such devices is foreseen with a unit price of €1,425, 

and a total contract price of €9,975. 

During the testing of the payments of this contract (€5,000 and €4,975), we 

found that the complete execution of the contract value was done without 

performing all the services provided by the contract. Namely by the time of 

payments, only four (4) devices were serviced, while the payments were 

made for the total contract (7 devices). Consequently, the real value of the 

services performed was €5,700, resulting in an overpayment of €4,275. 

During the audit (June 2020), we obtained evidence that the process of 

maintenance of devices has continued without any obstacles by EO, while 

the servicing of the sixth apparatus was in process. 

This happened because there was ambiguity and lack of information from 

the contract manager in his report, as well as due to the large volume of 

end-of-year work in the finance office. 

Impact Execution of payments without receiving services/supplies is an irregular 

payment and may result in budget damage as well as misuse of public 

money. 

Recommendation A1 The Mayor should ensure that all equipment provided under the contract is 

serviced, and that officials responsible for contract management and 

certification of payments apply effective controls to the process of spending 

public money to ensure that no similar mistakes will be repeated in the 

future.  
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Issue A2 – Shortcoming in the procurement process  

Finding  During the tender evaluation process for two procurement activities, legal 

channels were not used to request additional evidence for clarification of 

tenders such as standard form B47 "Request for tender clarification". 

According to ROGPP para 39.1, the request for clarification and response 

must be made through the electronic platform. namely: 

 In the procurement activity “Supply with food and beverages, hygienic-

sanitary material for institutions of MA Skënderaj”, additional evidence 

such as acceptance reports and references for the list of similar contracts 

implemented were requested by phone and physical copies were 

received. Furthermore, upon preparation of the tender dossier and 

contract notice, Article 69 of the LPP was not respected for requesting 

the required documentary evidence at the technical and professional 

capacity. 

 In the procurement activity "Supply with laptop, complete computer, 

printers, UPS, digital camera and other parts, for MA Skënderaj", 

additional evidence of experience of the project manager and the 

agreement for the engagement of professional staff were received via 

email. 

These occurred due to the negligence of the responsible procurement officer 

and the lack of knowledge of the evaluation commissions regarding the 

legal requirements for clarifying tenders (requesting additional evidence). 

Impact Failure to request additional clarification through legal channels increases 

the risk of accepting documents that do not present the existing status prior 

to the date of publication of the contract notice. Whereas, non-compliance 

with legal procurement requirements during the preparation of the tender 

dossier/contract notice may affect the fulfilment of the contract in the 

future.  

Recommendation A2 The Mayor should strengthen controls in the procurement department to 

ensure that responsible officials make all requests for tender clarifications 

and preparation of tender dossiers/contract notice in accordance with the 

legally prescribed criteria. 

.   
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2.1.4 Subsidies and Transfers  

The final budget for Subsidies and Transfers was €582,078, of which €552,047 was spent in 2019. 

They are provided to public and non-public entities and are mainly related to supporting the 

sector of agriculture, culture, sports and other activities within the municipality. We tested 13 

samples for substantive tests in the amount of €169,216 as well as five samples for compliance 

tests.   

Issue A3 – Weaknesses in managing procedures for subsidy allocation  

Finding  We tested the public call dated 24.04.2019 for grants made by the Directorate 

for Agriculture and Rural Development (DARD) for benefiting milking 

machines (value €7,560), greenhouses 100m2 (€14,742) and moto-cultivator 

with milling machines (€11,550). During the review of the process, we 

noticed that the commission for evaluation of applications, in addition to the 

criteria published in the public call, used several other criteria according to 

which it scored the applicants according to the evaluations made by the 

commission in the field. However, the commission did not document the 

fulfilment of these criteria. Some of the criteria used by the commission for 

which there is no evidence are; family composition (children 1-8 years old, 

elderly>65 years old, children with special needs); cultivation of agricultural 

land (cultivates or partly cultivates agricultural land); financial situation 

(social case, average or financially high) etc. 

According to the Director of DARD, the lack of evidence was due to the fact 

that it was considered unnecessary to collect all the documentation because 

of the large volume of evidence and the high cost for applicants in obtaining 

this evidence, while the additional criteria were considered as necessary as 

the basic criteria were met by almost all applicants, and a shorter list had to 

be made according to the municipality's possibilities for subsidies.   

Impact Failure to set measurable criteria when drafting the call for applications has 

hampered the evaluation process, while the lack of evidence for the 

evaluation of applicants can result in errors in determining beneficiaries and 

increases the risk of unequal treatment of applicants. 

Recommendation A3 The Mayor should ensure that the evaluation process of applicants is 

documented with relevant evidence while ensuring at the same time that 

the principle of competition and equal treatment of applicants is not 

violated. 

2.1.5 Capital Investments 

The final budget for Capital Investments was €4,398,650 of which €3,520,290 was spent in 2019. 

They are mainly related to the construction and repair of road infrastructure, water supply and 
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sewerage, construction of schools and parks, expropriations, purchase of equipment and various 

capital improvements. We tested 70 samples for substantive tests in the amount of €2,441,924 as 

well as five samples for compliance tests.  

Issue A4 – Amendments in the positions of the non-framework contact without prior approval 

of the CAO  

Finding  Article 61.21 ROGPP specifies, “An amendment to a contract refers to a 

change in the terms and conditions of an awarded contract, and Article 

61.22 specifies that “the amendment to the contract shall be prepared by the 

procurement department”, while Article 61.23 states that this can be done 

only “After obtaining approval from the CAO”.   

We have noticed three (3) non-framework contracts in which there were 

deviations or amendments in the quantities executed in some positions, 

increasing/decreasing the contracted quantity, but without changing the 

total contract price. For these amendments, the necessary approvals were 

not obtained from the procurement office and the Chief Administrative 

Officer (CAO) as required by Articles 61.22 and 61.23 of the ROGPP. These 

contracts are "Construction of sewerage network in the village of Polac" in 

the amount of €488,789; "Maintenance and expansion of the public lighting 

network, replacement of existing LED lights" in the amount of €269,258; and 

"Expansion of Adem Jashari Square" by €179,046. 

The non-approval of these amendments occurred because the project 

managers were not aware of the legal requirements of public procurement 

regarding the amendment of contracts. 

Impact Amending the pre-contracted bill of quantity without the approval of the 

procurement office and the CAO discloses weaknesses in the controls 

exercised by the senior management and it may result that due to the 

implementation of the contract with amended conditions, the cheapest 

operator is not selected. 

Recommendation A4 The Mayor should ensure that project managers are aware of the legal 

requirements for public procurement (this can be done through training) 

and any amendment to the terms of the contract before or during the 

implementation period will only be made after notification of the 

procurement office and obtaining approval from the procurement office and 

CAO.  
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Issue A5 – Signing contracts without sufficient financial funds  

Finding  According to Article 12.6 of the budget law for 2019, it is required that the 

signing of contracts for multi-year capital projects is done by budget 

organizations only if such expenditures are provided in the budget law for 

fiscal year 2019 and for the two (2) following years. 

On 14.11.2019, the municipality signed a contract for "Construction of sports 

grounds" in the amount of €54,528, where €35,000 are foreseen according to 

the contract for 2019, while €19,528 are foreseen for 2020. However, 

according to the budget law for 2019, €35,000 are foreseen for this project, 

while for 2020 there are no funds planned for spending. The municipality 

has thus entered into contractual obligations contrary to the requirements of 

Article 12.6 of the 2019 budget law. 

This situation was due to lack of knowledge regarding the specific 

requirements of the budget law. 

Impact The signing of the contract in the absence of sufficient funds may hinder the 

implementation of the contract and may affect prolongation in the 

implementation of planned projects. 

Recommendation A5 The Mayor should ensure that contracts are signed only when there are 

sufficient funds to ensure their execution, regardless of whether their 

funding is from own source revenues or other funding funds.  

Issue B3 – Shortcomings identified in the physical examination of capital projects  

Finding  Financial Rule no. 01/2013 on Public Funds Expenditure, Articles 22 to 26, 

among others, stipulate that the goods must be accepted in advance and 

then payment must be made. In two (2) contracts, we have identified 

shortcomings in their management and consequently in the certification of 

payments, as follows:  

 In the contract "Renovation of school buildings" in the mount of €54,411 

where part of this are four (4) schools, we made a physical examination 

of the works in two schools. In the renovation of the school "Malush 

Ahmeti" in Rezallë, we have identified some positions, which were paid 

and were not implemented. The value paid for these positions was 

€1,3459. In the same school, the supply and installation of eight sinks 

                                                      
9 Description of positions: 2.1 (supply of material and painting of the walls of the building inside with oil-acrylic paint 

with pigment in two layers up to a height of 1.6m) in the amount of €77; position 2.2 (supply of materials, corrosion 
and smoothing of walls and ceilings with levelling mass with nets 160gr/m²) in the amount of €138; position 3.2 
(supply and installation of first class porcelain urinals) in the amount of €260; 3.4 (supply and installation of circuit 
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and mirrors was paid, but the physical examination showed that only 6 

sinks and 6 mirrors were supplied and installed. While in the 

renovation of the school "Ahmet Delia" we have identified that position 

2.10 (supply and installation of sliding door at the main entrance of the 

parking lot €150) and position 2.11 (supply and installation of entrance 

door to the plot €85) were not executed, but the same were paid at the 

end of 2019. It should be noted that after the physical examination 

(01.06.2020), the execution of these two positions was done. 

 The payment in the amount of €50,000 for the contract "Construction of 

Shfmu Elena Gjika in Makërmal" among others, position 9.310 in the 

amount of €5,845 was paid; however, through physical examination we 

identified that this position was not executed. Payment is for situation 

no. 10, this payment was executed on 06.05.2019, while we performed 

the physical examination on 02.06.2020.  

Although the contract managers were negligent and unaware of the legal 

requirements for contract management, the payments for unfinished work 

occurred in order to use the funds at the end of the year and in order not to 

allow them to go into surplus.  

Impact Shortcomings in the management of contracts may result in non-

performance of contracts under specified conditions, while the execution of 

payments for unfinished work may result in budget damage and misuse of 

public money. 

Recommendation B3 The Mayor should ensure that contract managers and certification officer 

apply effective controls to the process of spending public money to ensure 

that payments are made only for completed works/supplies. For unfinished 

but paid works, the municipality should also ensure that their execution is 

done according to the contractual conditions; otherwise, the return of funds 

should be made to the municipal budget. 

                                                                                                                                                                               

 

breaker 10A 1p with B characteristics of disconnection, type Legrand, HAGER or similar) by €120; as well as position 
2.4 (supplies and construction of chimneys) of €750.          

10 Description of position 9.3: “Floor of the corridor in the centre and the corridor on the floor: Supply, placement and 

extension of the primer (base) EPOXIT Repox 220 in thickness 1.5mm on which quartz sand should be laid with 
fraction 01.-0.5mm and flour quartz. Filling the floor with quartz flour with fraction 01.-0.5mm until the floor is still in 
a liquid state. Laying the epoxy layer with Repox 500 colour + decorative bubbles”.  
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Issue B4 – Delays in contract implementation  

Finding  From the payments tested, we identified delays in the implementation of 

two11 (2) contracts, which were supposed to be completed in 2019, but have 

not yet been concluded during the audit (June 2020). 

For these contracts, there was no request/approval for extension of the 

deadline for the execution of contracts as required by the standard tender 

dossier in Article 18. There was no application of penalties either.  

The delays were mainly due to inadequate management of the municipality 

related to property issues, specifics of the works, atmospheric conditions, 

etc. While non-following procedures for approving the extension of 

implementation deadlines, it was due to the lack of knowledge of contract 

managers regarding legal requirements. 

In one case, we have identified that the municipality has paid more than 

foreseen in the co-financing agreement, because the project was not 

completed within the set deadline. Due to delays in the completion of 

works, for the project "Construction of MFMC facility in Skënderaj" in the 

amount of €1,286,91312, which was co-financed with the Ministry of Health, 

the municipality paid €60,000 more than the co-financing agreement. This is 

because Article 8 of the Memorandum of Understanding between the 

municipality and the MoH states, “The municipality must take all measures 

for the project to be completed during the budget year 2014-2015. After this 

deadline, all obligations are transferred under the responsibility of the 

municipality”. Therefore, if there were no delays, this payment would be 

made by the Ministry of Health. 

This situation was due to delays and inadequate management of this project 

and related activities. According to the project manager and supervisor, the 

reasons for the delays are due to additional and unforeseen works that have 

occurred during the implementation, and due to the works in the courtyard 

of MFMC, which have been done simultaneously by another operator, etc. 

                                                      
11 The contract dated 02.10.2019 for "Sewerage with segments in the city" in the amount of €59,242.38 - deadline for 

contract implementation 40 working days; Contract of 30.11.2016 for "Construction of sewerage in Llaushë" in the 
amount of €738,318.25 - the deadline for contract implementation was 30.11.2019  

12 According to the Memorandum of Understanding, the MoH participates with €1,000,000 and the municipality with 

€186,913. 
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Impact Delays in the implementation of projects affect the increase of contractual 

obligations, which then become a burden for the following year budget. 

This also affects the performance and achievement of the objectives set by 

the municipality because payments for unplanned costs may affect the 

implementation of other projects, because these funds could be destined for 

new capital projects. 

Recommendation B4 The Mayor should ensure that projects are not started without being 

ensured about property issues. Adequate project specifics should be 

developed and contract managers should apply effective controls in contract 

management to ensure that they are managed as planned in advance. The 

process of extending the contract execution period according to Article 18 of 

the tender dossier should be formalized, and penalties for unjustified delays 

should be applied. 
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2.1.6 Common Issues on Goods and Services and Capital Investments  

Risk The following are common issues related to goods and services, as well as capital 

investments: 

 

Issue B5 – High procedural expenses of payments executed according to court decisions  

Finding  According to Article 39 of the LPFMA, every valid invoice and demand for 

payment for goods, services and/or works supplied to the budget 

organization is paid within thirty (30) calendar days after the budget 

organization receives such an invoice or demand for payment. Law no. 

06/L-133 on the Budget of the Republic of Kosovo for 2019 and the chart of 

accounts clearly define that expenditures must occur from the appropriate 

economic categories.  

We have identified that the Treasury has executed payments based on court 

decisions in the amount of €216,928. This form of payment in addition to the 

impact on the misclassification of costs (which was addressed in the audit 

opinion) has also affected the increase in costs, as the principal debt to 

claimants was €181,202, while enforcement procedural costs were €35,726. 

The payments were mainly related to the obligations arising from the 

collective agreement for the compensation of three jubilee salaries and three 

accompanying salaries upon retirement of employees as well as a part with 

economic operator and property issues. 

The reasons for the execution of such payments arises as a result of poor 

planning and lack of budget by the relevant directorates for these cases. 

Impact The situation created for the payments to be executed directly by the 

Treasury through execution procedures has increased the cost to the 

municipality and in misclassification of expenditures. 

Recommendation B5 The Mayor should ensure co-operation with the MoF so that the obligations 

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

timely manner from the category of wages and salaries. The obligations 

should also be paid within the legally prescribed timeframes according to 

the LPFMA. 

2.2 Capital and Non-capital Assets 

The value of capital assets presented in the AFS was €152,207,348, non-capital assets was €669,000, 

and stocks €39,889. We tested 107 samples in the amount of €2,818,662 for substantive tests, as well 

as we performed compliance tests related to internal procedures of asset management, inventory 

and evaluation of assets, operation of the e-assets system, etc. 
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Issue C3 – Shortcomings in the asset accounting register  

 Testing for this area has resulted in some shortcomings, which have been 

addressed as follows: 

 Article 6.1 of the Regulation for 02/2013 on the Management of Non-

financial Assets requires that each budget organization creates and 

updates the register of non-financial assets under its management. Also 

according to Article 6.3: Capital assets must be registered in KFMIS, 

while non-capital assets and stocks must be registered in the e-assets 

system. We have identified 17 payments for the purchase of capital and 

non-capital assets in the amount of €152,476 which were not recorded in 

the register of non-financial assets (of which 3 payments13 in the 

amount of €138,947 were not recorded in KFMIS and 14 payments14  in 

the amount of €13,529 in e-assets) It is worth noting the fact that these 

assets were registered in 2020. In this regard, we have noticed that there 

are problems with the functioning of "e-assets" because in some cases it 

does not apply depreciation, as a result we cannot obtain assurance 

from the data generated by this system. 

 The municipality has performed the process of inventory of non-

financial assets, but the inventory situation has not been compared with 

the situation in the registers of non-financial assets as required by 

Article 19.4.3 of Regulation 02/2013. The evaluation of non-financial 

assets was not done either. 

                                                      
13 Sewerage in Qirez €115,000; Construction of local roads €6,627.32 and expropriations of land €17,320. 
14 Computer €810; Other equipment €2,006; Other equipment €855; Computer €1,195; Computer €190; Computer €720; 

Other equipment €705; Computer €795; Other equipment €640; Computer €1,240; Computer €490; Computer €1,294; 
Other equipment €2,260 and Computer €329. 
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 According to Article 11 of Regulation no. 02/2013 on the management 

of non-financial assets, assets that are in the following investment phase 

should be registered in the following investment category, while after 

the completion of the investment process, capital assets will be 

classified as assets in use and depreciation will be applied for them. We 

have identified 8 payments15 in the amount of €154,659, which were 

recorded as an ongoing investment and had to be registered as assets in 

use, because the projects were completed and technical acceptances 

were made. On the other hand, the payment of €50,000 for the contract 

"Construction of the school Elena Gjika in Makërmal" was registered as 

an asset in use, while it had to be registered as an ongoing investment, 

because the investment phase had not yet been completed.  

 Two payments16  in the amount of €14,999 were recorded in the capital 

assets register as new items, although they were improvements to 

existing assets. This is contrary to Article 15.2 of the Asset Management 

Guidance, which requires improvements to be recorded as an increase 

in the value of non-financial capital assets. In addition, the registration 

was done incorrectly in the asset class "Construction of local roads - 

31230", while they had to be registered in the asset class "Educational 

facilities – 31121  

 In two cases, we encountered overestimation of the capital assets 

register. Namely, in one case a payment in the amount of €19,300 was 

recorded for a truck, which was not owned by municipality. The same 

was purchased according to the Memorandum of Understanding 

between the Municipality, the Regional Waste Company (RWC) Uniteti 

and the German GIZ to co-finance the purchase of three trucks in order 

to expand the provision of waste collection services, and which 

according to the agreement had to be registered under the ownership of 

RWC Uniteti. While in the other case, we have identified that the costs 

for the contract "Regulation of a warehouse in the municipal building" 

in the amount of €3,185 was incorrectly recorded two times, one 

registration was made with ID 58119 according to the value of work 

performed and technically accepted in the amount of €3,075 and the 

other registration was done according to the contract value in the 

amount of €3,185 with ID 59436. Only the registration according to the 

value of works performed and technically accepted in the amount of 

€3,075 should remain in the asset register.  

                                                      
15 Asphalting of the road Klina-Prekaz €70,437.4; Asphalting the road in Kopiliq, Havolli neighbourhood, 5 payments: 

€21,629, €19,860, €16,107.88, €14,663.87 and €3,160.61; Redesign of offices in the municipal administration, two 
payments: €1,937.35 and €6,863.63 

16 Investment maintenance €11,807.5 and €3,192  
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The erroneous entries were mainly due to the large volume of work at the 

end of the year and the lack of knowledge regarding the requirements of the 

asset management regulation. 

Impact The lack of accurate and complete records causes lack of information for the 

management regarding the assets owned by the municipality causes 

over/underestimation of assets and may result in incorrect presentation of 

information in the financial statements. While the failure to compare the 

inventory with the status of the asset registers and failure to evaluate the 

assets does not provide assurance about the accuracy and completeness of 

the asset registers. 

Recommendation C3 The Mayor should ensure that the capital assets register is updated in 

accordance with the audit findings discussed above to ensure that all 

municipal assets are correctly identified and recorded in the relevant 

municipal asset registers. The Mayor should also be ensured that the 

process of inventory and evaluation of assets will be carried out according 

to the requirements of Regulation 02/2013 on the Management of Non-

financial Assets by Budget Organizations. 

2.3 Receivables 

In the 2019 AFS, the municipality disclosed receivables in the amount of €1,131,426. This value 

consists of property tax receivables, business taxes, use of public property, rent and lease. 

Issue C4 – Poor collection of accounts receivable   

Finding  Despite the decreasing trend of accounts receivable compared to last year, 

even during 2019 there was no effective management in their collection. The 

findings are presented as follows: 

 Out of 17 property tax samples tested, we identified significant delays 

in their collection, which are old debts since 2005. Two of them related 

to receivables in the amount of €14,252 from Socially Owned 

Enterprises involved in the privatisation process by the PAK. Whereas 

13 other cases are delays in payments by citizens and businesses in the 

amount of €31,373, despite the requirements of Article 23 of Law no. 

06L/005 on Immovable Property Tax as well as agreements signed 

between taxpayers and the municipality for the settlement of debts in 

instalments.  

 From the testing of three samples of business taxes in the amount of 

€7,854 and three samples in the use of public property in the amount of 

€21,650, we noticed that they are debts accumulated over the years, 

despite the regulation on taxes and fees where the payment criteria and 
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remarks against them are defined, and not all possible mechanisms for 

their collection have been implemented. 

 While some accounts are managed by integrated systems (property tax, 

business tax), other accounts are managed in Excel and the data 

presented do not provide assurance of their accuracy and 

completeness. 

The above findings are because the municipality did not take sufficient 

action to collect revenues from debts presented in accounts receivable. 

Impact The lack of concrete actions for the collection of receivables can result in an 

increase of these accounts, risks the municipality to have financial losses 

and risks non-implementation of municipal projects funded from own 

source revenues. Lack of software/functional database endangers the 

accuracy and completeness of information on receivables and their 

disclosure in the AFS. 

Recommendation C4 The Mayor should ensure higher efficiency in collecting receivables. 

Designing and applying clear programmes and procedures on how to 

manage and collect them would help in this regard. 

2.4 Liabilities  

2.4.1 Outstanding liabilities  

Risk The statement of liabilities not paid to suppliers at the end of 2019 was €55,860. These 

liabilities are carried forward to be paid in 2020. 

 

Issue B6 – Management and reporting of outstanding liabilities  

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

liabilities of BOs, Article 5, para 3 it is specified that the "Monthly report of 

outstanding liabilities" should include the status of liabilities of the 

reporting period, including all liabilities, without considering the period in 

which they occurred”. BOs must also pay each invoice valid for payment, 

within 30 calendar days from the date of receipt of the invoice. We have 

noticed that: 

 The value of liabilities reported for December in the MoF was €9,749, 

while the value of liabilities in the AFS was €55,860. During the analysis 

of this difference, we identified that the monthly reports in the Treasury 

are presented only as liabilities of the respective month and not as 

required by regulation that the liabilities of previous months that have 

not been paid to be included in the report; and 
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 Out of 7 cases tested, in two of them in the amount of €50,20617  there 

were delays in the payment of invoices, one 160 days and the other 217 

days late. Delays in the payment of invoices have occurred because of 

lack of allocation of funds.  

Impact Weak controls in the management and reporting of monthly liabilities 

represent an incorrect reflection of liabilities, while delays in payments 

cause budgetary implications for the following fiscal year and the possibility 

of execution of payments directly from the Treasury. 

Recommendation B6 The Mayor should ensure controls in the execution of payments, and in case 

of presenting liabilities of the municipality; they should be fully reported 

including all liabilities regardless of the period in which they occurred. 

2.4.2 Contingent liabilities  

The statement of contingent liabilities at the end of 2019 was €849,748. We tested five samples 

from this category in the amount of €425,023. 

2.4.3 Contractual obligations 

According to the data provided by the municipality, the balance of contractual liabilities until 

31.12.2019 was €4,562,617. This value is obtained from the list of co-financing and the annual 

report on the signed public contracts. 

2.5 Internal Audit Function 

Risk The Internal Audit Unit (IAU) operates with two staff members – the head and one auditor. 

In addition to the strategic plan, the IAU has drafted the annual work plan, which included seven 

(7) audits. All these audits were completed, as well as two other audits on the request of the 

Mayor. The number of recommendations made in the audit reports is 36, 20 were implemented, 10 

were in the process and six (6) were not implemented. 

Risk The audits focused on procurement, assets, expenditures on goods/services and utilities, 

property tax, wage and salary system and subsidies. While the period covered by the audit was 

mainly 2019. 

Risk The Audit Committee was not fully functional and it held three (3) meetings discussing the 

report of the external auditor and the IAU, focusing on the implementation of the 

recommendations made by CAO. 

                                                      
17 Invoice for local road maintenance in the amount of €46,723 and Invoice for printing services – non-marketing in the 

amount of €3,483 
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Issue C5 – Failure to staff IAU  

Finding  Article 5.1.1 of Regulation 01/2019 on the establishment of the Internal 

Audit Unit stipulates that every public sector entity with a budget over €7 

million must have at least three auditors. The IAU in the Municipality of 

Skënderaj consists of the head and one member. 

Impact Failure to staff the IAU with sufficient staff may affect that the internal audit 

will not over all areas of risk, making it impossible for management to take 

timely action to prevent potential errors. 

Recommendation C5 The Mayor should ensure that the required positions will be budgeted in a 

timely manner and that the Internal Audit Unit will be staffed with 

sufficient staff in accordance with applicable regulations. 

3 Progress in Implementing Recommendations  

Our audit report on the AFS of the Municipality of Skënderaj for 2018 has resulted in 18 

recommendations. The municipality has prepared an Action Plan stating how all 

recommendations will be implemented. The municipality has also prepared a periodic report on 

the implementation of recommendations (30 September and 15 March) according to the 

requirements of the Rules of Procedure for the implementation of the audit and action plans. 

However, the assertions of municipal officials regarding the implementation of recommendations 

are not fully consistent with the situation found by audit. 

According to the assessments of the municipality in the report on the implementation of 

recommendations, eight (8) recommendations are in the process of implementation and 10 have 

been implemented, while we have estimated that at the end of our audit for 2019, four (4) 

recommendations have been implemented, five (5) were in process, six (6) are not implemented 

and tree (3) recommendations are closed. For a more thorough description of the 

recommendations and how they are addressed, see Table 4. 

Table 4 Summary of  prior year recommendations and of 2019 

No. Audit 
area  

Recommendations  of 2018  Actions taken  Status 

1 AFS The Mayor should ensure that 
actions are taken to address the 
underlying causes for Emphasis of 
Matter in the Audit Opinion. This 
requires specific actions to 
continuously ensure management 
and full registration of assets in 

The municipality has 
taken measures to 
build a warehouse, 
barcodes have been 
attached, but there 
are still 
shortcomings in the 

Recommenda
tion closed 
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KFMIS, including their correct 
disclosure in the AFS 

registration of assets. 

2 Budget 
Planning 
and 
Execution 

The Mayor should ensure that 
expenditure planning is made 
according to the economic codes, 
divided by relevant categories, 
depending on the benefits.  

Some 
misclassifications of 
capital expenditures 
that were made from 
G&S were not 
repeated, but there 
are other 
misclassifications of 
G&S and subsidies, 
such as funeral 
expenses, health care 
and 
misclassifications 
according to court 
decisions. 

 

Recommenda
tion in 
process of 
implementati
on Ref C1  

  

 

3 Revenues The Mayor should ensure that 
responsible officials apply the 
annexes provided for in the 
Instruction regulating the issue of 
construction permits, and in case the 
permit requirements are incomplete, 
applicants should be notified in time 
in order to avoid delays in issuing a 
response for the construction permit 
by the Municipality.  

 

During the audit, we 
found that Annexes 
5 and 8 have started 
to be used while 
construction permits 
in the tested samples 
have been issued on 
time. 

Recommenda
tion 
implemented  

 

4 Wages 
and 
Salaries 

The Mayor should ensure that special 
service agreements are signed for 
specific works, and a simplified 
recruitment procedure is applied, 
and contracts are not for a longer 
period than the legal deadline. 
Further on, actions should be taken to 
address the needs for regular 
positions in the MoF during budget 
planning, so they are not covered by 
SSAs 

This year the 
situation is the same.  

 

Recommenda
tion 
unimplement
ed Ref. B1  

 

5 Goods 
and 
Services 

The Mayor should ensure additional 
controls during the procurement 
procedures to assure that they are 
carried out in accordance with legal 
requirements and provide added 
value for the money spent. Further 
on, as in the mentioned case, criteria 
over the setting of prices should be 
established based on the importance 
of items, in order to have a basis for 

We have not 
encountered such 
cases this year. 

Recommenda
tion 
implemented  
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the selection of the Economic 
Operator (EO). 

6 Goods 
and 
Services 

The Mayor should strengthen control 
in the procurement department, 
ensuring that the Procurement 
Officer will award the EO with 
contract only after meeting the set 
criteria. Further on, the selection of 
evaluation commissions should be as 
professional as possible in order to 
evaluate the offers in full compliance 
with the criteria and evidence set in 
the tender dossier. 

We have not 
encountered such 
cases this year. 

Recommenda
tion 
implemented  

7 Goods 
and 
Services 

The Mayor should strengthen 
controls to ensure that adequate 
analysis of the needs for contracted 
supplies/works is undertaken prior 
to the preparation of the projects. In 
this way, management of contracts 
will be improved and exceeding of 
the allowed +/- 30% of the value will 
be avoided. 

This year the 
situation is the same 
. 

Recommenda
tion not 
implemented  

8 Goods 
and 
Services 

The Mayor should ensure that the 
receipt of supplies is made by the 
respective managers/commissions, 
and the segregation of duties and 
responsibilities in procurement 
activities is done in accordance with 
legal requirements, in order to 
prevent the possibility of conflict 
interest. 

Regarding the lack of 
managers’ reports, 
this year the 
situation is the same, 
and we have not 
encountered cases of 
conflict in the 
segregation of tasks. 

Recommenda
tion in 
process of 
implementati
on Ref C2 

 

9 Capital 
Investmen
ts 

The Mayor, through the procurement 
manager should ensure that the 
evidence is kept for the negotiated 
procedures, and that the cost of the 
contracts with such procedure is as 
low as possible for the CA, as 
foreseen by the law. Participation in 
trainings and obtaining clarifications 
from competent procurement 
institutions could increase the level of 
competence. 

We have not 
encountered such 
cases this year. 

Recommenda
tion 
implemented  
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10 Capital 
Investmen
ts 

The Mayor should provide a detailed 
examination of the reasons that led to 
delays in the implementation of the 
projects and take necessary measures 
so that they are completed within 
reasonable timeframes, preventing 
their transfer in future periods 

This year the 
situation is the same, 
we have identified 
cases of delays in the 
implementation of 
projects. 

 

Recommenda
tion 
unimplement
ed Ref B4 

11 Common 
Issues on 
G&S and 
CI 

The Mayor should ensure 
cooperation with MoF so that the 
obligations arising from the collective 
agreement are planned/executed and 
paid in due time from the category of 
wages and salaries. Liabilities should 
also be paid within the set 
timeframes under the LPFMA 

This year the 
situation is the same.  

Recommenda
tion 
unimplement
ed Ref B5 

 

12 Common 
Issues on 
G&S and 
CI 

The Mayor should ensure processing 
of the notification for signing the 
contract through the procurement 
manager, and to ensure that checks 
on the execution of payments are 
being consistently applied, in order 
to ensure that the goods/invoice are 
not accepted before the purchase 
order is processed. 

The announcement 
for the signing of 
contracts was made, 
while the Purchase 
Orders after the 
invoice continue to 
be applied this year 
as well. The 
recommendation in 
this regard is given 
in the Letter of 
Management. 

Recommenda
tion closed 

13 Assets The Mayor should ensure full 
operation and use of the e-Assets 
system for asset registration under 
€1,000 and stocks, and to 
functionalise the warehouse for 
management of stocks. Further on, 
should provide a training to the 
Asset Officer for better asset 
management. 

The municipality has 
built a warehouse, 
but problems with 
the functioning of e-
assets are evident 
this year as well. 

Recommenda
tion in 
process of 
implementati
on Ref C3 

14 Assets The Mayor should ensure that the 
responsible persons for management 
of the municipal contracts are 
responsible and held accountable, 
and that payments are approved by 
the overseeing body only upon 
acceptance of the completed works. 
Further on, barcodes should be set on 
assets and recorded in the KFMIS 
separately and not as the total project 
value 

Payments for 
unfinished work 
have been recorded 
this year as well.  

Recommenda
tion in 
process of 
implementati
on B3 

15 Receivable The Mayor should ensure higher 
efficiency in collecting receivables 

There is no increase 
in A/R, but there is a 

Recommenda
tion in 
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s and clear procedures for the way of 
managing and collecting debts. 
Equipment with a software/database 
would facilitate the work and 
maintenance of these accounts. 

poor collection of 
them, and lack of 
software. 

process of 
implementati
on Ref C4 

16 Liabilities The Mayor should ensure controls in 
the execution of payments, and in 
case of presence of Municipality’s 
liabilities, those should be fully 
reported, including all liabilities, 
regardless of the period they have 
occurred. 

This year the 
situation is the same. 
Monthly invoice 
reports do not 
include invoices of 
previous months that 
have not been paid; 
there were also 
delays in payment of 
invoices of more 
than 30 days. 

Recommenda
tion 
unimplement
ed Ref B6 

17 Internal 
Audit 
System 

The Mayor should ensure that the 
required positions will be planned by 
budget on time, and that the Internal 
Audit Unit is filled in with sufficient 
staff according to the applicable AI 

The municipality has 
hired additional staff 
in the IAU, but it is 
still not sufficient 
according to legal 
requirements.  

 

Recommenda
tion in 
process of 
implementati
on Ref: C5 

18 Managem
ent 
Reporting 

The Mayor should ensure that 
effective process of the risks 
management is in place through 
respective organization’s sectors, to 
ensure that the form of financial and 
operational reporting to senior 
management has been determined, 
by which is required to support the 
effective management of the activity 

The situation is the 
same this year 

Recommenda
tion closed  

No. Audit 
area  

Recommendations of 2019 

1 Budget 
Planning 
and 
Execution 

The Mayor should ensure that all actions are taken to plan expenditures in 
appropriate budget allocations/categories (or to reallocate funds when 
necessary and possible), and the payment and recording of expenditures is 
done strictly according to adequate economic codes 

2 Wages 
and 
Salaries 

The Mayor should ensure that SSAs are used only for specific jobs and 
contracts do not last longer than the legal deadline. Actions should also be 
taken to address the needs for regular positions in the Ministry of Finance 
during budget planning and ensure that they are budgeted and paid from the 
category of wages and salaries 

3 Goods 
and 
Services 

The Mayor should ensure that the units and prices of contracts are accurately 
determined during the preparation of public framework contracts by the 
procurement office, the deviation +/- 30% is determined in the indicative 
value and not in the estimated value of the contract, and should take all 
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necessary measures that contract managers avoid eventual exceeding of 
contracts through periodic reports.  

4 Goods 
and 
Services 

The Mayor should ensure that contracts are managed through the 
preparation of reports by the respective managers for each type of service 
and supply, and no payment is executed without providing sufficient 
evidence that the provisions of the contract are being implemented by 
economic operators ( EO) 

5 Goods 
and 
Services 

The Mayor should ensure that all equipment provided under the contract is 
serviced, and that officials responsible for contract management and 
certification of payments apply effective controls to the process of spending 
public money to ensure that no similar mistakes will be repeated in the future 

6 Goods 
and 
Services 

The Mayor should strengthen controls in the procurement department to 
ensure that responsible officials make all requests for tender clarifications 
and preparation of tender dossiers/contract notice in accordance with the 
legally prescribed criteria 

7 Subsidies 
and 
Transfers 

The Mayor should ensure that the evaluation process of applicants is 
documented with relevant evidence while ensuring at the same time that the 
principle of competition and equal treatment of applicants is not violated 

8 Capital 
Investmen
ts 

The Mayor should ensure that project managers are aware of the legal 
requirements for public procurement (this can be done through training) and 
any amendment to the terms of the contract before or during the 
implementation period will only be made after notification of the 
procurement office and obtaining approval from the procurement office and 
CAO 

9 Capital 
Investmen
ts 

The Mayor should ensure that contracts are signed only when there are 
sufficient funds to ensure their execution, regardless of whether their funding 
is from own source revenues or other funding funds 

10 Capital 
Investmen
ts 

The Mayor should ensure that contract managers and certification officer 
apply effective controls to the process of spending public money to ensure 
that payments are made only for completed works/supplies. For unfinished 
but paid works, the municipality should also ensure that their execution is 
done according to the contractual conditions; otherwise, the return of funds 
should be made to the municipal budget 

11 Capital 
Investmen
ts 

The Mayor should ensure that projects are not started without being ensured 
about property issues. Adequate project specifics should be developed and 
contract managers should apply effective controls in contract management to 
ensure that they are managed as planned in advance. The process of 
extending the contract execution period according to Article 18 of the tender 
dossier should be formalized, and penalties for unjustified delays should be 
applied. 

12 Common 
Issues 

The Mayor should ensure co-operation with the MoF so that the obligations 
arising from the collective agreement are planned/budgeted and paid in a 
timely manner from the category of wages and salaries. The obligations 
should also be paid within the legally prescribed timeframes according to the 
LPFMA 
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This report is a translation from the Albanian original version. In case of discrepancies, Albanian 

version shall prevail. 

 

   

 

13 Capital 
and Non-
capital 
Assets 

The Mayor should ensure that the capital assets register is updated in 
accordance with the audit findings discussed above to ensure that all 
municipal assets are correctly identified and recorded in the relevant 
municipal asset registers. The Mayor should also be ensured that the process 
of inventory and evaluation of assets will be carried out according to the 
requirements of Regulation 02/2013 on the Management of Non-financial 
Assets by Budget Organizations.  

14 Receivabl
es 

The Mayor should ensure higher efficiency in collecting receivables. 
Designing and applying clear programmes and procedures on how to 
manage and collect them would help in this regard 

15 Liabilities The Mayor should ensure controls in the execution of payments, and in case 
of presenting liabilities of the municipality; they should be fully reported 
including all liabilities regardless of the period in which they occurred.  

16 Internal 
Audit 

The Mayor should ensure that the required positions will be budgeted in a 
timely manner and that the Internal Audit Unit will be staffed with sufficient 
staff in accordance with applicable regulations.  
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Annex I: Explanation of the Different Types of Opinion 

Applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework.  

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

disclaimer of opinion. 

Determining the type of modification to the auditor’s opinion  

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

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

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

sufficient appropriate audit evidence, may be materially misstated; and  

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

matter on the financial statements.  

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

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

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

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

on the financial statements of any undetected misstatements could be material but not pervasive.  
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154. The auditor should express an adverse opinion if, having obtained sufficient appropriate 

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

both material and pervasive to the financial statements. 

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

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

the financial statements of any undetected misstatements could be both material and pervasive. If, 

after accepting the engagement, the auditor becomes aware that management has imposed a 

limitation on the audit scope that the auditor considers likely to result in the need to express a 

qualified opinion or to disclaim an opinion on the financial statements, the auditor should request 

that management remove the limitation.  

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

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

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

responsibility. It also includes illustrative examples of reports.  

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

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

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

understanding of the financial statements, but there is sufficient appropriate evidence that the 

matter is not materially misstated in the financial statements, the auditor should include an 

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

refer to information presented or disclosed in the financial statements. 

158. An Emphasis of Matter paragraph should:  

 be included immediately after the opinion;  

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

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

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

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

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

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

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

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

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

immediately after the opinion and any Emphasis of Matter paragraph. 
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Annex II: Confirmation Letter   

 

 


