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

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

the Assembly of Kosovo.  

Our Mission is through quality audits to strengthen accountability 

in public administration for an effective, efficient and economic use 

of national resources.  

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base for 

holding managers’ of individual budget organisations to account. 

We are thus building confidence in the spending of public funds 

and playing an active role in securing taxpayers’ and other 

stakeholders’ interests in enhancing public accountability.  

This audit is carried out in line with internationally recognized 

public sector auditing standards and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Municipality of Suhareka 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 Igballe Halili 

(Team Leader) and Abdurrahmon Bërbatovci and Arnisa Aliu 

(team members), under the management of the Head of Audit 

Department Zukë Zuka.  

 

 

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

http://zka-rks.org  
 

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

This report summarises the key issues arising from our audit of the Municipality of Suhareka for 

2018, which includes the Opinion of the Auditor General on Annual Financial Statements. 

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

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

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

out in the External Audit Plan dated 15/01/2019.  

Our audit focus has been on: 

 

The level of work undertaken to carry out the audit was determined depending on the quality of 

internal controls implemented by the Management of the Municipality of Suhareka.  

Opinion of the Auditor General 

Unmodified Opinion with Emphasis of Matter 

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

Emphasis of Matter 

As an emphasis of matter, we would like to mention the fact that: 

Out of the category of capital investments was budgeted and incorrectly executed the amount of 

€363,599, which by nature belong to the category of goods/services. In addition, payments through 

court decisions in the amount of €16,841 were spent out of inadequate categories. 

The Municipality has not managed to have complete registers on non-financial assets in the e-assets 

system.  

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

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

Annual Financial 
Statements

Financial 
Management and 

Control

Implementation of 
recommendations 
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Key Conclusions and Recommendations  

 

 

 

 

 

Response of the Mayor 

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

conclusions, and is committed to address all recommendations given.   

The AFS production process was 
managed according to the 

applicable legislation. Emphasised 
matters in audit opinion have 
resulted from classification of 

some expenditures by inadequate 
category, and assets are not 

registered in complete in the E-
Asset System.

The Mayor should ensure that the 2019 
AFS production process incorporates a 

final review of responsible management, 
and the AFS declaration is not signed 
unless all necessary checks have been 

applied (see Emphasis of Matter in Audit 
Opinion).

Financial Management and Control 
- Although Internal Controls have 
operated effectively in some areas 

of concern, evident weaknesses 
were identified in a number of 
important financial systems, 

including revenues, expenditures, 
receivables and non - financial 

assets.

The Mayor should apply a detailed 
assessment of the areas of concern 

highlighted in this report to identify 
reasons for repetition of weaknesses and to 
determine action needed to address them 

(See chapter 3).

Governance arrangements related 
to accountability, risk management 
and management reporting should 

be improved.

The Mayor should ensure that the issues 
raised from the area of General 

Governance should be addressed with an 
increased responsibility and care (see 

chapter 4).

The process of actions for drafting 
of an action plan, key 

recommendations are not being 
addressed as required for the 

organisation’s development and 
improvement.

The Mayor should apply a rigorous 
process to ensure that previous year's 

recommendations are actively addressed 
where key issues/progresses are reported 

to Management on a monthly basis (see 
chapter 5).
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1 Audit Scope and Methodology 

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

as follows: 

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

affairs for the audit period; 

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

regulations;  

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

and 

 Whether have been taken appropriate actions for implementation of audit 

recommendations. 

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

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

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

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

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

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

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

made to the systems and procedures operated.  

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

each area of review.  
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2 Annual Financial Statements and other External 

Reporting Obligations  

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

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

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

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

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

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

ensure that an audit process can be undertaken.  

2.1 Audit Opinion  

Unmodified Opinion with Emphasis of Matter  

We have audited the AFS of the Municipality of the Municipality of Suhareka for the year ended on 

31st of December 2018, which comprise of the Statement of Cash Receipts and Payments, Budget 

Execution Statement and the Explanatory Notes of the Financial Statements.  

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

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

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

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

Financial Reporting by Budget Organisations. 

Basis for the opinion 

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

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

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

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

We draw your attention to the fact that: 

 On behalf of the project “Functionalisation of infrastructure for vitalization of the Project 

household beds in Suhareke” - (Home Care 2018)1, the municipality had budgeted and 

executed payments by mistake from the capital investment code in the amount of €165,6212, 

which belong to the category of goods and services. In addition, seven other payments in the 

amount of €197,9783 were executed from the investments code, which belong to goods and 

services such as: expendable material, purchases under €1,000, city decoration for holidays 

and road maintenance services. These payments were budgeted and spent incorrectly in 

inadequate economic categories; and  

 While in three (3) cases, court fees in total amount of €8,2114, were paid from the category of 

goods and services and capital investments while by their nature they belong to the category 

of wages and salaries. In another case, court fees were paid from the category of goods and 

services while it belonged to the category of capital investments in the amount of €8,630 

(Road Construction). These payments were not budgeted in adequate economic categories.  

 The Municipality has not managed to record all non-financial assets in the e-assets system. 

Assets purchased up to 2009 were not recorded in the e-assets system in the amount of 

€1,561,413 (their historical value), but only in an internal list of the municipality (Excel 

spreadsheet). We could not verify these assets as the municipality did not provide evidence 

of its origin or value. Keeping data in an Excel spreadsheet does not provide complete 

security from loss or deletion of data, and because assets depreciation is done manually. 

However, during the audit we have noticed that the municipality has established a 

commission for their identification (with supporting documents). These assets were 

included in the annual financial statements. On the other hand, assets over €1,000 were 

overestimated by €43,3255. 

According to the Municipality, this classification occurred due to the lack of budget in respective 

categories, and because these expenditures resulted from carried forward obligations from earlier 

                                                      
1 The agreement had as objective: improvement of home healthcare services for all families with difficult health and 

economic conditions (families in need of permanent healthcare, sick and elderly people in the family). Furthermore, the 
agreement also had as objective the enhancement of healthcare services in outpatient clinics, to functionalize healthcare 
services in rural areas and in large settlement centres. 

2 Eight payments in total value of €165,621 for “Capital Transfers, non-public entities”.  
3“Cabinet Equipment – Concreting tools “in the amount of €30,000”, Ongoing investments-city Decoration “in the 

amount of €16,800”, Investment maintenance” in five payments in the total amount of €151,173. 
4 Court Decision in the amount of 2,183, Court Decision in the amount of €1,171, Court Decision in the amount of €4,856, 

Court Decision in the amount of €8,630. 
5 “Other Equipment”, four payments in the total value of €40,421, and “Computers”, two payments in the total value of 

€2,904, these payments belong to purchases under €1,000. 



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

 

 9 

times. However, this was also affected by weaknesses in budget planning. On the other hand, due 

to inadequate asset management, asset registers are still a challenging issue for the Municipality. 

Our opinion for these issues has not been modified.  

Responsibility of Management for AFS  

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

statements in accordance with International Public Sector Accounting Standards – Financial 

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

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

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

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

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

reporting process. 

Auditor General’s Responsibility for the Audit of the AFS 

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

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

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

are free from material misstatements. 

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

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

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

influence the decisions taken on the basis of these AFS. 

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

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

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

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

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

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

the entity’s internal control.  

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

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

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

The Municipality is required to comply with a specified reporting framework and other reporting 

requirements. We considered: 

 Compliance with MoF Regulation no.01/2017 on the Annual Financial Reporting of Budget 

Organisations; 

 Requirements of LPFMA no. 03/ L-048, (as amended and supplemented); 

 Compliance with Financial Rule no.01/2013 (Public Expenditures) and 02/2013 on 

Management of Assets; 

 Action Plan on implementation of recommendations;  

 Requirements of Financial Management and Control (FMC) procedures; and 

 Other Budget Reporting Requirements, such as: quarterly reports, report on unpaid bills, 

procurement plan and report on signed public contracts. 

Quality wise, the initial draft AFS required adjustments because they contained some errors and 

shortcomings. They have been corrected, with the exception issues on assets and misclassification, 

which we have highlighted in the audit opinion. For more, see subchapter 2.1 Audit Opinion.  

Given the above - the Declaration made by the Chief Executive Officer and Chief Financial Officer 

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

the material errors were not identified during the audit, despite issues mentioned in Audit Opinion, 

which we have considered as immaterial.  

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

2.3 Recommendations related to Annual Financial Statements 

For the abovementioned issues is given the recommendation, as follows:  

Recommendation C1 6 The Mayor should ensure that upon budget planning for organisation, are 

assessed real needs of the Municipality, so that budget planning is done 

adequately, and are eliminated errors in misclassification of expenditures in 

relevant economic categories. Further on, to consider as a priority the issue of 

assets management, namely complete assets recording, which would reflect 

correctly the presentation in the AFS.  

                                                      
6 Issue A and Recommendation A – implies new issues and recommendations. 

 Issue B and Recommendation B – implies repeating issues and recommendations. 
 Issue C and Recommendation C – implies issues and recommendations that are partially repeated. 
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3 Financial Management and Control 

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

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

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

Financial Management and Control Conclusion 

In general, the Municipality has established a good system of controls in relation to its statutory 

obligations. Controls over wages and salaries are generally appropriate and are being implemented 

effectively. However, there are some areas of concern that require further improvement. In the 

context of financial systems, controls over a range of expenditures require further improvement. 

The main areas of concern where more improvements are required are: procurement processes, 

adequate expenditure classification, management of asset and accounts receivable. Further on, 

higher attention by the municipality is required in order to prevent execution of direct payments 

from the Treasury. 

3.1 Budget Planning and Execution 

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

economic categories. This is highlighted in the following tables: 

Table 1. Sources of budgetary Funds (in €) 

Description Initial Budget 
Final 

Budget7 
2018 

Outturn 
2017 

Outturn 
2016 

Outturn 

Sources of Funds  15,350,772 17,172,042 16,307,057 13,606,775 12,773,770 

Government Grant -Budget  13,190,911 14,222,771 14,176,544 11,707,336 11,384,240 

Carried forward from 
previous year8 –  

- 694,938 526,389 682,570 221,439 

Own Source Revenues9 1,988,863 1,988,863 1,456,155 1,183,517 1,164,855 

External Donations  - 83,115 83,068 - 3,236 

Borrowings 170,998 182,355 64,901 33,352 - 

The final budget is higher than the initial budget by €1,821,270. This increase is a result of the 

Government Decision in the amount of €1,100,000 for reparation of damages caused by floods, 

                                                      
7 Final budget – the budget approved by the assembly, which was subsequently adjusted for by the Ministry of Finance. 
8 Own Source Revenues unspent in previous year carried forward into the current year. 
9 Receipts used by the entity for financing its own budget.  
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revenues carried forward from previous year in the amount of €83, 115; from borrowings for the 

Directorate of Education and Health in the amount of €68,140. 

In 2018 the Municipality has spent 95% of the final budget in 2018 or €16,307,057, with an 

improvement of 2% compared to 2017. This is considered a good budget execution performance.  

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

Description 
Initial 

Budget 
Final 

Budget 
2018 

Outturn 
2017 

Outturn 
2016 

Outturn 

Spending of funds by 
economic categories 

15,350,772 17,172,042 16,307,057 13,606,776 12,773,770 

Wages and Salaries 8,322,431 8,254,291 8,174,021 7,921,189 7,940,567 

Goods and Services  1,507,185 1,551,359  1,375,493  1028,221 965,003 

Utilities 262,000 267,272   244,473  211,604 249,143 

Subsidies and Transfers 280,999 1,283,679   1,278,201  278,401 298,137 

Capital Investments  4,978,157 5,815,441 5,234,869 4,167,361 3,320,920 

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

 There was a decrease of the budget in the category of Wages and Salaries in the amount of 

€68,140, as a result of budget cuts (not applying years of experience of 0.5%); 

 There was an increase in total amount €44,174 in the category of Goods and Services by 

revenues carried forward in the amount of €37,407 and €6,767 from borrowings. And the 

budget for Utilities was increased from carried forward revenues in the amount of €5,272; 

 The budget of Subsidies and Transfers was increased by €1,002,680 for reparation of 

damages caused by floods in the amount of €1,000,000 (Government Decision), and from 

revenues carried forward in the amount of €2,680; and 

 There was an increase in total amount of €837,284 in the category of Capital Investments, 

the increase of the budget was for reparation of damages in the amount of €100,000 

(Government Decision), from revenues carried forward in the amount of €649,626 from the 

grants for public services and emergencies in the amount of €83,068 (Swiss Government - 

Demos) and from borrowings in the amount of €4,590. 

3.1.1 Revenues  

Own source revenues are administered and collected by the municipal administration itself, where 

the main purpose for its spending is to deliver better services to the citizen. Own source revenues 

are important sources of municipal revenues. 

Revenues collected by the Municipality in 2018 were in the amount of €1,581,633. They relate to 

revenues from property tax, construction permits, administrative fees, revenues from business 
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activities, rent, etc. In addition, the Municipality had collected indirect revenues from police 

penalties, fines, and by the forestry agency in total amount of €221,882. 

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2018 

Receipts 
2017 

Receipts 
2016 

Receipts 

Own source revenues  1,988,863 1,988,863 1,581,633 1,532,604  1,786,172 

Total 1,988,863 1,988,863 1,581,633 1,532,604  1,786,172 

In 2018, the Municipality has collected 80% of planned revenues. Compared with the previous year, 

there was an increase of 3%.  

 

Issue C 2 – Weaknesses in administrative management of property tax 

Finding According to the Regulation of 2015 (Article 1) on Tax on Immovable 

Property, taxpayers are charged according to the area. Even this year we have 

identified that out of 10 cases, in three of them, taxpayers were not charged 

based on the principle of area, respectively based on regulation. Charging of 

taxpayers not according to the regulation/areas overestimate or 

underestimate the proper planning of property tax revenues. 

According to the officials, system was not updated due to non-incorporation 

of the Regulation into the system. The Municipality has addressed a request 

to the property tax department in the MoF to update the system in accordance 

with the Regulations and the Law on Property Tax, and this situation is 

pending, and it is expected that the property tax department at MoF will 

improve the criteria according to areas, which was a recommendation from 

the last year. 

Risk Shortcomings identified lead to inadequate assessment of data on the 

property tax system, which also affects collection of municipal revenues, and 

results in lower execution of projects that are expected to be funded with 

municipal revenues. 

Recommendation C2 The Mayor should review functioning of controls in this area by ensuring that 

the system is timely updated by the Property Tax Officers, in cooperation 

with the Property Tax Department at the Ministry of Finance, so that the data 

related to property tax system are updated, evaluated, and managed based 

on the Property Tax Regulation.  
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3.1.2 Wages and Salaries 

Wages and Salaries are paid through a centralized payment system managed by the Ministry of 

Public Administration and the Ministry of Finance. During 2018, €8,174,021 was spent on Wages 

and Salaries, with an execution of 99% of what is planned to be implemented. 

Wages and Salaries are paid through a centralized payment system. Controls operating at local level 

by the municipality relate to: a) checking of payments every month by signing the payroll list, b) 

verifying potential changes that may appear in templates/forms, and c) revising the budget for this 

category and reconciliations with the Treasury. 

Recommendations 

We have no recommendations in this area. 

3.1.3 Goods and Services and Utilities  

The final budget of Goods and Services in 2018 was €1,769,185 (including Utilities), out of which 

€1,619,966 were spent. Those relate to office supply, services, maintenance and utilities.  

 

Issue A 1 – Reception of Goods not according to the rules 

Finding  Article 8 of MoF Regulation No.02/2013 on Management of non-Financial 

Assets stipulates that the received non-financial assets should be in 

accordance with the contract and the purchase order, and documented by the 

minutes, and the admission commission should have one field expert 

member. 

From testing the payment in the amount of €2,732, we found that in the 

contract specifications it was foreseen to receive 9 laptops. From the physical 

examination that we carried out it was difficult to identify what laptops were 

accepted, as the serial numbers of the laptops were not specified in the 

invoice, purchase order and the receipt report by the commission. 

For receiving medical supplies, a decision was made to establish a 

commission under Financial Rule no.01/2013/MoF (Expenditure of Public 

Money (Article 23), however, during the audit of three payments in the 

amount of €38,231, there was a report on the receipt of goods by the 

commission, however, the goods were accepted by the warehouse officer. 
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This was due to the fact that serial numbers were not identified in the 

purchase order/invoice to identify that the laptops received were in 

accordance with the specifications and the contracted prices. While the report 

on the receipt of the goods by the commission was not prepared due to the 

commission negligence. 

Risk Failure to received goods by information technology officials and failure to 

prepare reports on goods received increases the risk of receiving poor quality 

goods, and in disagreement with contracted terms. 

 The Mayor should ensure that goods, which should be identified by a serial 

number and other necessary specifications, are included in the purchase 

order/invoice, to ensure that goods are received in accordance with the 

specifications and contracted prices. Further on, to ensure that within 

commissions are appointed field experts of relevant field, and that 

commissions draft reports on goods received.  

3.1.4 Subsidies and Transfers  

The final budget of Subsidies and Transfers was €1,283,679, out of which in 2018 were spent 

€1,278,201 or 99%. Expenditures mainly relate to reparation of damages caused by floods. 

Recommendations 

We have no recommendations in this area. 
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3.1.5 Capital Investments  

The final budget of Capital Investments was €5,815,441, out of which €5,234,869 or 90% were spent 

in 2018. Those relate to the investment made in road infrastructure and different capital buildings. 

 

Issue A 2 – Changes in specific positions on project execution 

Finding  According to the ROGPP, paragraph 61.22 states that where the contract is 

amended in order to change the terms and conditions, the contract 

adjustments will be prepared by the procurement department and according 

to the point 61.23, contract adjustments cannot be permitted to the EO 

without the approval of the Mayor. 

In the project “Construction and renovation of sports and cultural facilities” 

in the amount of €47,247, during the execution of the works (sports field) 

there were adjustments made to the positions foreseen with the project. 

However, the total price of the contract has not been exceeded. The 

adjustment of positions was done because the initial Bill of Quantities was 

not calculated correctly, and the consent of the residents was not obtained 

prior to preparation of the Bill of Quantities. 

Due to residents requirements the positions had to be changed, although 

values were not material, the adjustment procedures were not granted 

through procurement and the approval. 

Risk Due to changes of contract specifications, works delivered during contract 

implementation may not be suitable with project requirements and thus 

failing to achieve value for money. 

 The Mayor should ensure that the requesting unit initially assesses the needs 

for execution of works, and then drafts the project (Bill of Quantity), and 

adjustments to items are done in line with procurement procedures. 

Issue A 3 – Non – implementation of dynamic plan on execution of works 

Finding  From the testing of 8 projects we noticed that in three of them there were 

delays in the execution of works such as: 

The contract “Installation and repairing of public lighting (Shiroke, Sopije, 

Mushtisht, Bllace, Studenqan and Samadraxhe) in the amount of €29,277, 

signed in September 2017, Article 1 states that the works will be completed 

within 30 days, while they were completed in June 2018. Implementation of 

this project was delayed for eight (8) months. 
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Article 1 of the contract “Road Construction Moholan – Stravuqine” – Phase 

one in the amount of €7,135 “signed in August 2018, states that the works will 

be completed within 60 days, while they were completed in December 2018, 

which means that there were delays in implementation for two (2) months. 

According to the discussions with the supervisory body, these contracts were 

not executed in time because, prior to the drafting of the project (Bill of 

Quantities), the mayors had not received the prior consent of the residents, 

facing property issues by them. 

The contract “Construction and renovation of sports and cultural facilities” 

in the amount of €47,247 was signed in May 2018, and according to article 1 

of the contract, the dynamic plan of works was completed within 60 days. For 

this project an annex contract was signed in July 2018, and article 2 of this 

annex stated that the works must be completed within 15 days. The work for 

this project were completed in October, which means that there were delays 

in implementation for two (2) months. 

According to the discussions with the contract manager and the supervisory 

body, this contract was not executed on time due to additional works, 

changes in positions, and due to weather conditions. 

Risk Delays in project implementation and entry into contractual obligations 

without proper analysis of projects and conditions for delivery of works, 

poses a risk for prolongation of implementation of projects. In addition, may 

result in project failure and non-achievement of municipal objectives, 

whereby affecting budget processes of other projects. 

 The Mayor should undertake measures to strengthen controls over the 

oversight of implementation of projects according to the dynamic plan and 

the contract terms, and to resolve property and administrative issues 

(obtaining of relevant permits) prior to the start of works, so that there are no 

interruptions of works, and projects are implemented according to the 

dynamic plan. 
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3.1.6 Common Issues on Goods and Services and Capital Investments  

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

Issue C3 – Administrative shortcomings in development of procurement procedures 

Finding The Rules and Operational Guidelines for Public Procurement (RRUOP) 

point 20.8 stipulates that technical specifications referring to trademarks are 

prohibited. In the tender dossier for “Supply with toner for printers and 

photocopy machines,” we have noticed that the municipality has prepared 

technical specifications determining what trademark economic operators 

should offer. 

Article 39.8 of the ROGPP specifies that if the contracting authority (CA) has 

to submit “a request for clarification of the tender” the economic operator 

must submit their response to the contracting authority in a written document 

through the electronic system. In the tender dossier for the contract 

“Construction of sewage (segments) in neighbourhoods Sopa, Graishta, Lugu 

in Duhel” were requested additional information, as the professional 

criterion was not fulfilled entirely, whereas one of the criteria was to submit 

the CV for construction engineer, while the economic operator did not 

provide additional explanations through the electronic system.  

Failure to comply with the criteria resulted from the failure to apply effective 

controls by the procurement office, specifying trademarks in the tender 

dossier and not receiving additional documents through the electronic 

system. 

Risk Failure to adhere to the criteria set out in the tender dossier and failure to 

make proper technical specification may result in unequal treatment and 

evaluation of bidders. Furthermore, in case EOs file complaints, it may lead 

to the prolongation of procurement procedures, and delays or non-

implementation of projects.  

Recommendation C3 The Mayor should ensure that over the procurement area are exercised 

controls by the Procurement Office, in this context, the criteria should not 

contain specific trademarks, and, other necessary requirements are to be 

received in electronic form according to the ROGPP, in order to achieve the 

goal of proper implementation of contracts. 
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Issue B1 – Insufficient validity of performance security 

Finding Rules and Operational Guidelines for Public Procurement (ROGPP), point 

30.6 specifies that performance security should be valid for a period of thirty 

days (30) after the completion of the contract. For the contract, “Horizontal 

and Vertical Signalisation” in the amount of €15,509 “signed for a period of 

one year, the performance security provided by the economic operator was 

valid for only six months, not covering the full duration of the contract. 

Risk Identified shortcomings result in non-application of rules and lack of 

guarantee or assurance on works received. In case of damages to 

works/goods and in lack of a guarantee, the Municipality may also face 

additional costs. 

 The Mayor should establish adequate controls and adequate monitoring to 

ensure that all legal requirements are met during procurement and that the 

Municipality applies guarantees to ensure that the execution of works, goods 

or services is done in compliance with the agreements. 

3.2 Capital and non-capital assets  

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

Good asset management requires that the municipality has a comprehensive view of assets, control 

and management procedures and constantly updates its records. The main guidelines in this area is 

Regulation no. 02/2013 on management of non-financial assets in budget organizations. The net 

value of capital assets in the AFS at the end of 2018 is €282,946. 
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Issue C 4 – Improper Assets Management 

Finding  In addition to the issue mentioned in the Emphasis of Matter, in asset 

management we identified the following: 

For non-financial assets, we performed physical examination of 9 laptops and 

18 furniture items (tables, chairs, cabinets) which were difficult to identify 

because bar codes and serial numbers were not attached to them. In addition, 

their registration in the e-Asset system was deficient because they were not 

registered under serial numbers according to the MoF Regulation -

No.02/2013 on Management of non-Financial Assets (Article 6). In addition, 

there were shortcomings in management of non-financial assets, as some 

people were charged with assets that were not used by them while, while the 

persons who worked with this equipment were not in charge of the 

equipment. 

According to municipal officials, these irregularities resulted from non-

provision of training to the respective official by the Ministry of Public 

Administration for use of the system, and for not supplying bar codes. 

However, this situation has also occurred due to negligence in 

implementation of the regulation on asset registration. 

Risk Inaccurate Asset records hinders effective management and control over 

assets. Failure to make accurate records with bar codes, serial numbers and 

failure to assign equipment to persons that manage them can lead to loss, 

misuse or unauthorised use of assets. 

Recommendation C4 The Mayor should review controls related to assets management and ensure 

their accurate and complete registration. Further on, should provide 

necessary training to the relevant officials, so that assets are recorded-

supplemented with necessary information (barcodes, serial numbers, etc.) 

and are disclosed in accordance with legal requirements, by providing full 

transparency to the users. 

3.3 Handling of cash and its equivalents  

Petty Cash is a small amount of money that is kept in the care and control of the budget organization, 

department or smaller budget units, depending on budget allocations, and which is used to cover 

small value expenditures (up to €100). 

Recommendations 

We have no recommendations in this area. 
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3.4 Receivables  

The Municipality has established an internal control system for oversight of the process of accounts 

receivable by managing them through the respective directorates. However, the control system still 

needs to be strengthened in order to prevent the increase of receivables from year to year, and to 

maintain their value to an acceptable degree. 

The Municipality of Suhareka in the AFS of 2018 has disclosed accounts receivable in the amount of 

€4,331,583, with the largest share of 60% from revenues on property tax, business activity tax at 26%, 

and the rest of it from renting out municipal real estate. Compared with last year €4,047,000 accounts 

receivable were increased by €284,583. 

From property tax billed for 2018 in the amount of €880,567 (excluding receivables of previous years, 

interest and penalties) was collected €673,627 or 76%. 

 

Issue B2 – Challenges in Management of Receivables 

Finding In eight contracts for the use of public property, we identified that, due to 

non-payment of monthly or annual payments by tenants under contracts, the 

municipality had failed to collect revenues from the accrued debts in total 

amount of €152,656. Four of these contracts were awarded for a long-term 

period. In article 3 of the contracts, it was specified that the contract should 

be renewed on annual basis for better monitoring, however these contracts 

were not renewed, whereas two other contracts were expired. The 

municipality was currently distributing notifications and warnings which 

state that the tenants will be penalised if they do not settle their obligations. 

Failure to collect revenues on time was due to the inability of Municipality to 

provide adequate mechanisms in collection of outstanding debts. 

Risk Expiration of contracts results with irregularities in collection and 

management of revenues and the municipality may lose the right to make 

regular collection of revenues or receivables, in absence of a valid contract. 

On the other hand, failure to collect planned revenues poses a risk as planned 

projects may fail from being implemented from own sources revenues. 

 The Mayor should ensure that options are actively considered to ensure that 

the use of property is covered by contracts based on applicable rules and 

laws. Further on, the Municipality should receive the agreed payment/rent 

based on valid contracts or agreements for all municipal property which is 

given out for use/rent. 
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Issue A 4 – Inefficient management of revenues from Business Activity Tax 

Finding  Municipality does not have efficient management of revenues from business 

activities. In absence of field commissions for identifying new and passive 

businesses, the municipality continues to keep them in the registers. As a 

result, there were cases where the municipality had been charging businesses 

for years, although those businesses were extinct. This resulted in growth of 

accounts receivable on an unrealistic basis. The total value of receivables from 

business activities is €1,113,214. 

In some cases, based on some requests from businesses, the municipality had 

forgiven/erased business obligations accumulated through years, but there 

is insufficient evidence that municipal officials have verified the status of 

these businesses on the field/reality. While in one case there was forgiveness 

of outstanding debts until 2018, only based on an inspection record issued in 

2014, without sufficient evidence, and without establishment of the 

commission, as foreseen by the municipal regulation on tariffs10. 

Risk Due to lack of appropriate commissions for identification of inactive or new 

registered businesses poses a risk of mismanagement in registering and 

collecting revenues by the municipality. 

 The Mayor should ensure that the list is updated with active and inactive 

businesses on annual basis, in order to have an accurate estimate of accounts 

receivable. Further on, specific measures should be applied to reduce 

accumulated receivables over the years. Further on, forgiveness of 

accumulated debts for several years should be discussed in the Municipal 

Assembly. 

 

 

 

 

                                                      
10 Regulation on fees, charges and penalties from municipal activity and services article 5 point 5.2.7, to establish 

commission, and businesses that have zero turnover are exempt of tax. 
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3.5 Outstanding liabilities  

The statement of liabilities not paid to suppliers at the end of 2018 was €80,325. These liabilities are 

carried forward to be paid in 2019. Compared with the previous year (€63,355) liabilities have 

marked an increase of €16,970. 

We have not identified any non-compliance in reporting liabilities to the MoF. They are reported 

in accordance with the requirements of the regulation on reporting outstanding liabilities. 

 

Issue A 5 – Inefficient Management of Outstanding Liabilities 

Finding  According to the Financial Rule no. 01/2013/MoF - on expenditure of public 

money (Article 37 - point 1) all bills must be paid by the budget organization 

within 30 days. 

Compared to last year, liabilities have increased by €16,970. As a result of 

poor management, there were cases where payments for unpaid bills were 

executed directly under Basic Court decisions in the amount of €70,698. This 

was due to non-payment of bills/obligations on time. 

In 14 cases the bills/obligations were not paid according to the legal deadline 

of 30 days. 

While the contingent liabilities at the end of 2018 were €388,533 compared to 

last year (€157,000). Liabilities have increased by €231,533. This increase was 

due to the fact that during 2018 there were 10 new cases, and the value of 

some old liabilities had increased. 

Risk Failure to pay suppliers within legal deadlines and increase of liabilities and 

contingent liabilities during 2018 risks implementation of current 

expenditure plans, as the municipality will have to pay liabilities of the 

previous year. This may also result in lawsuits or direct payment from the 

treasury, which results in additional costs. 

 The Mayor should consider that upon budget planning are handled liabilities 

and contingent liabilities remained with the Ministry of Finance, and 

establish budget priorities for their execution. Further on, all invoices 

confirmed or other decisions on expenditures should be carried out timely in 

accordance with the legal deadline of 30 days. 
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4 Good Governance 

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

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

governance with public assets. 

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

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

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

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

Finance. 

Specific areas of our governance-related reviews have been the accountability and risk management 

process, while the other components are handled within the chapters or subchapters above.  

Overall Governance Conclusion  

Although the Municipality has made a number of improvements in governance, there are still a 

number of areas where key improvements are required. 

A larger number of recommendations have been implemented this year but, implementation of the 

recommendations given in previous years is still a challenge for the management, so they should 

take corrective measures in this regard. Limited engagement in risk management and limited 

control in data management and data security require increased attention because, data and data 

retention (information technology systems) are managed only by contracted companies. 

All Municipalities are obliged to prepare and submit strategic plans at organization level, such as: 

Urban Plans, Spatial Plans, Emergency Operations Plans, Anti-Corruption Strategic Plans, Regional 

Development Strategy etc. The Municipality of Suhareka has in place only Urban and Spatial Plans 

and the Emergency Response Plan, while concerning other obligations, the Municipality aims to 

fulfil the in the future period. 

The municipality had completed the self-assessment questionnaire (the questionnaire was 

supported by evidence), but proper risk management procedures have not been established yet.  

4.1 Internal Audit System 

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

auditor. However, IAU had planned and implemented seven audits, fulfilling the annual plan. IAU, 

in 2018, provided 73 recommendations, out of which 31 recommendations were implemented, 32 

recommendations were in the process, and 10 recommendations have not been implemented. 
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In addition, IAU had reported to the Central Harmonization Unit (CHU) on how the IAU in 

Suhareka operates, including the preparation of the reports, the number of recommendations given 

and how many of them have been implemented. 

The Audit Committee held four meetings in 2018 (three meetings in December and one in February 

2019). The Meetings were held within one month due to the fact that the Audit Committee was 

established late. 

Recommendations  

We have no recommendations in this area.  

4.2 Management Reporting, Accountability and Risk Management 

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

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

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

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

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

threatening the Organization. 

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

operate as intended, we have noticed that the measures applied are weak and ineffective and 

therefore do not provide an effective and timely response to the identified operational problems. 

 

Issue B3 – Weaknesses in Management Control and Risk Management 

Finding  Our review of managerial controls implemented in the municipality’s main 

financial system has highlighted that overall engagement over controls 

requires improvement, particularly in management of expenditure by 

classifying them in appropriate codes, procurement processes, management 

of non-financial assets, and management of accounts receivable. 

The Municipality has not yet compiled a register of risks. She has taken the 

initiative to work on developing a risk register, but there are still no specific 

results/actions. This constitutes a lack of accountability by the senior 

management in relation to risk management. 
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Risk Poor accountability requirements and poor-quality financial reporting reduce 

the effectiveness of financial management within the Municipality, resulting 

in weaknesses within the budget process and reduce Management’s ability to 

respond to financial challenges in time. 

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

determine the form of financial and operational reporting to Senior 

Management. Budgetary performances, including revenues and 

expenditures, procurement plan, assets management and management of 

accounts receivable should be subject to regular reporting and review by the 

Management. Further on, in order to reduce the impact of risks to acceptable 

levels, the Organization should draft a risk register with all appropriate 

measures/actions to put the exposed threats under control. 
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5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS resulted in 14 recommendations. The Management prepared an 

Action Plan, stating details on measures and activities on how all recommendations will be 

implemented. Currently, the Municipality with the assistance of an USAID project is working on 

the possibility of implementing the recommendations. The Mayor had set the audit report for 2017 

on the agenda of the Municipal Assembly. 

At the end of our audit period, out of 14 recommendations given six (6) recommendations were 

implemented, four (4) recommendations were partially implemented, one recommendation closed 

and three (3) recommendations were not yet addressed. 

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

Table 4 Summary of prior year recommendations and of 2018 

No Audit area Recommendations of 2017  Actions taken  Status 

1 AFS The Mayor should ensure that an analysis is 
undertaken to determine the causes of the 
Qualification of Opinion and Emphasis of 
Matter. Specific actions should be taken to 
address the causes systematically to 
eliminate errors in the classification of non-
capital expenditures and to confirm the 
correct evaluation of capital assets and other 
disclosures.  

The Mayor should ensure that effective 
processes are in place to confirm that the 
2018 AFS production plan addresses all 
issues related to compliance. This should 
also include the review of the draft AFS by 
management, with specific focus on high 
risk areas and/or areas where errors have 
been identified in previous years. The 
Declaration made by the Chief 
Administrative Officer and Chief Financial 
Officer should not be signed unless all 
necessary checks have been applied to the 
draft AFS. 

This year, the 
municipality had 

better management of 
payments through 

court decisions and in 
disclosure of 

contingent liabilities. 

However, this year, we 
have an Emphasis of 

Matter for 
misclassification of 
expenditures and 

assets under €1000. 

 

Recommendation 
partially 

implemented. 

2 Budget process  The Mayor should undertake a systematic 
evaluation of reasons for the low level of 
budget execution to the capital investment 
in 2017, as well as to determine practical 
options for the improvement of its execution 
for 2018. There where initial budget 

The municipality had 
executed 95% of the 

planned budget, while 
the execution of the 
budget on capital 

investments was 90%. 

Recommendation 
implemented. 
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planning is incorrect, this should be 
completely reflected in the final budget 
position. 

3 Revenues  The Mayor should confirm that the 
properties verification process is being 
applied based on rules, to reflect the real 
situation of the taxed properties. The update 
of data for the taxable properties through the 
verification of 1/3 of properties, results with 
correct municipal revenues as well as better 
budget performance. 

The Municipality this 
year managed to verify 
6,706 properties out of 

14,438 properties, 
according to the new 

law on property tax the 
municipality has 

managed to verify the 
properties. 

Recommendation 
implemented 

4  The Mayor should review the functioning of 
controls in this area, by ensuring that 
revenues from property tax are evaluated 
and managed based on respective 
regulations. 

The Property Tax 
Office has requested 

from the MoF 
Department of 

Property Tax to renew 
four cadastral zones. It 

is pending 
implementation by 

MoF. 

Recommendation 
partially 

implemented. 

5  The Mayor of the Municipality should 
ensure the placement of the control system 
in this area, by ensuring that the revenues 
are evaluated according to the respective 
regulations 

This year controls in 
this area of concern 

were better, estimating 
revenues based on 

Regulations. 

Recommendation 
implemented. 

6 Personnel 
Management 

The Mayor should review the causes for the 
weaknesses in the management of 
recruitment procedures, and to ensure that 
proper controls have been designed, in 
order that recruitments to be made through 
a transparent, competitive process and in 
compliance with legal requirements. 

The process of 
recruitment 

procedures was 
appropriate, 
transparent, 

competitive and in 
compliance with legal 

requirements. 

Recommendation 
implemented. 

7 Goods and 
Services, and 
Utilities 

The Mayor should ensure that all 
procedures and regulations of the public 
procurement are applied and controls are 
functional regarding the fair allocation of 
duties during the procurement process. 

Segregation of duties 
during the 

procurement process 
was in accordance with 

regular public 
procurement 
procedures. 

Recommendation 
implemented. 

8 Capital 
Investments 

The Mayor should ensure that in the 
procurement area are being implemented 
controls that have as aim the fulfilment and 
professional evaluation of placed criteria, 
with aim of achievement of objectives for the 
proper execution of contracts. 

Professional criteria 
were partially fulfilled, 

apart from the CV, 
which was not entered 
in electronic systems. 

Recommendation 
partially 

implemented. 
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9 Common 
Issues on 
Goods and 
Services and 
Capital 
Investments 

The Mayor should place adequate controls 
and appropriate monitoring to ensure that 
all legal requirements during the 
procurement are being implemented and 
that the Municipality applies guarantee to 
ensure that the execution of works, goods or 
services is made in accordance with 
agreements. 

 Recommendation 
implemented. 

10 Capital and 
non-Capital 
Assets 

The Mayor should give priority the 
completion of a comprehensive inventory, 
in order to strengthen controls over the 
verification of accuracy and quality or the 
factual situation of the asset. Further on, the 
identified changes that are determined after 
the inventory should be reflected in the 
assets registers. 

The inventory was 
carried out, however, 

due to the non-
registration of all assets 
in the e-Asset system, 
it was not possible to 

perform reconciliation 
of records. 

Recommendation 
partially 

implemented. 

11 Receivables The Mayor should ensure that all options 
including legal remedies are actively 
considered in order to ensure that the giving 
in use of the property is covered with 
contract being based on the applicable rules 
and laws. Further on, for all the municipal 
properties given in use, the Municipality 
should receive the agreed payment/rent 
based on valid contract or agreements. 

 Recommendation 
not implemented. 

12 Progress in 
implementatio
n of 
Recommendati
ons 

The Mayor should ensure that the 
implementation of the action plan is 
continuously monitored and reported on a 
regular monthly or quarterly basis in 
relation with the progress achieved in this 
direction. The recommendations which are 
not implemented according the timeframes, 
to be reviewed in a short timeframe by the 
Mayor, and proactive actions to be taken 
against the presented barriers during the 
implementation. 

The Municipality in 
cooperation with the 

USAID has monitored 
the implementation of 
the recommendations, 

since this year there 
was an improvement 
in implementation of 

recommendations, 
there are still 

recommendations that 
are not implemented. 

Recommendation 
closed. 

13 Internal Audit 
System 

The Mayor should ensure that the AC holds 
regular meetings and in the minutes of the 
meetings gives clear conclusions for the 
Management regarding the internal audit 
issues. 

Four meetings were 
held in 2018, but the 

meetings were held at 
the end of the year 

since the audit 
committee was 
established late. 

Recommendation 
implemented. 

14 Management 
Reporting, 
Accountability 

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

The Municipality has 
taken the initiative to 
work on developing a 
risk register, but there 

Recommendation 
not implemented. 
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and Risk 
Management 

performances, including revenues and 
expenditures, and procurement plan should 
be subject to regular reporting and review 
by the Management. Further on, in order to 
reduce the impact of risks to acceptable 
levels, the Organization should draft a risk 
register with all appropriate 
measures/actions to put the exposed threats 
under control. 

are still no specific 
results/actions. 

No Audit Area Recommendations given in 2018 

1 AFS The Mayor should ensure that upon budget planning for organisation, are assessed real 

needs of the Municipality, so that budget planning is done adequately, and are eliminated 

errors in misclassification of expenditures in relevant economic categories. Further on, to 

consider as a priority the issue of assets management, namely complete assets recording, 

which would reflect correctly the presentation in the AFS. 

2 Revenues The Mayor should review functioning of controls in this area by ensuring that the system is 

timely updated by the Property Tax Officers, in cooperation with the Property Tax 

Department at the Ministry of Finance, so that the data related to property tax system are 

updated, evaluated, and managed based on the Property Tax Regulation.  

3 Goods and 

Services 

The Mayor should ensure that goods, which should be identified by a serial number and 

other necessary specifications, are included in the purchase order/invoice, to ensure that 

goods are received in accordance with the specifications and contracted prices. Further on, 

to ensure that within commissions are appointed field experts of relevant field, and that 

commissions draft reports on goods received.  

4 Capital 

Investments 

The Mayor should ensure that the requesting unit initially assesses the needs for execution 

of works, and then drafts the project (Bill of Quantity), and adjustments to items are done 

in line with procurement procedures. 

5 The Mayor should undertake measures to strengthen controls over the oversight of 
implementation of projects according to the dynamic plan and the contract terms, and to 
resolve property and administrative issues (obtaining of relevant permits) prior to the start 
of works, so that there are no interruptions of works, and projects are implemented 
according to the dynamic plan. 

6 Common 
Issues on 
Goods and 
Services and 
Capital 
Investments 

The Mayor should ensure that over the procurement area are exercised controls by the 
Procurement Office, in this context, the criteria should not contain specific trademarks, and, 
other necessary requirements are to be received in electronic form according to the ROGPP, 
in order to achieve the goal of proper implementation of contracts. 

7 The Mayor should establish adequate controls and adequate monitoring to ensure that all 
legal requirements are met during procurement and that the Municipality applies 
guarantees to ensure that the execution of works, goods or services is done in compliance 
with the agreements. 
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8 Capital and 
non-Capital 
Assets 

The Mayor should review controls related to assets management and ensure their accurate 
and complete registration. Further on, should provide necessary training to the relevant 
officials, so that assets are recorded-supplemented with necessary information (barcodes, 
serial numbers, etc.) and are disclosed in accordance with legal requirements, by providing 
full transparency to the users. 

9 Receivables The Mayor should ensure that options are actively considered to ensure that the use of 
property is covered by contracts based on applicable rules and laws. Further on, the 
Municipality should receive the agreed payment/rent based on valid contracts or 
agreements for all municipal property which is given out for use/rent. 

10 The Mayor should ensure that the list is updated with active and inactive businesses on 
annual basis, in order to have an accurate estimate of accounts receivable. Further on, 
specific measures should be applied to reduce accumulated receivables over the years. 
Further on, forgiveness of accumulated debts for several years should be discussed in the 
Municipal Assembly. 

11 Outstanding 
Liabilities 

The Mayor should consider that upon budget planning are handled liabilities and 
contingent liabilities remained with the Ministry of Finance, and establish budget priorities 
for their execution. Further on, all invoices confirmed or other decisions on expenditures 
should be carried out timely in accordance with the legal deadline of 30 days. 

12 Management 
Reporting, 
Accountability 
and Risk 
Management 

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

 

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

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

applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework. 

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

opinion. 

Determining the type of modification to the auditor’s opinion 

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

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

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

sufficient appropriate audit evidence, may be materially misstated; and 

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

matter on the financial statements. 

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

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

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

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

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

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

material and pervasive to the financial statements. 

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

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

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

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

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

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

remove the limitation. 

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

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

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

responsibility. It also includes illustrative examples of reports. 

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

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

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

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

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

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

presented or disclosed in the financial statements. 

158. An Emphasis of Matter paragraph should: 

 be included immediately after the opinion; 

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

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

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

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

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

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

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

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

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

the opinion and any Emphasis of Matter paragraph. 
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Annex II: Letter of confirmation 
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LETTER OF CONFIRMATION  

  

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

Implementation of Recommendations 

To: National Audit Office 

Honoured, 

We hereby confirm that: 

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

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

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

Report; and  

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

implementation of recommendations including the deadlines and responsible staff for their 

implementation.  

 

Mayor: 

Bali Muharremaj  

Date: 05.04.2019, Suhareka 

 

 

 

 

 

 

 


