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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 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 Mamusha, 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 Kapllan 

Muhaxheri (team leader) and Fetah Osmani, Fanol Hodolli and Arian 

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

Audit Department Luljeta Morina.  

 

 

NATIONAL AUDIT OFFICE- Address: Str. Ahmet Krasniqi no 210, Arbëria, Prishtina 10000, Kosovo 

Tel: +383(0) 38 60 60 04/1011 
http://zka-rks.org  

 

http://zka-rks.org/


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

 

 3 

 

TABLE OF CONTENTS  

 

Executive Summary.............................................................................................................. 4 

1 Audit Scope and Methodology ................................................................................... 6 

2 Annual Financial Statements and other External Reporting Obligations ............ 7 

3 Financial Management and Control......................................................................... 10 

4 Good Governance ....................................................................................................... 22 

5 Progress in implementing recommendations......................................................... 25 

Annex I: Explanation of the different types of opinion applied by NAO .................. 32 

Annex II: Confirmation letter ............................................................................................ 35 

 

  



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

 

 4 

Executive Summary  

This report summarises the key issues arising from our audit of Annual Financial Statements of the 

Municipality of Mamusha 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 17/12/2018.   

Our audit focus has been on: 

 

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

internal controls implemented by the Management of the Municipality.  

The National Audit Office acknowledges the Municipality’s Senior Management and Staff for 

cooperation during the audit process. 

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 

We want to draw your attention to the fact that expenditures in the amount of € 124,000 were poorly 

classified, of which € 84,000 were budgeted and approved by the Law on Budget. 

Also, non-financial assets over €1,000 were disclosed with errors. 

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  

 

 

 

 

Management response to audit 2018 

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

recommendations given.  

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

Municipality during the audit process.  

Financial Statements -The 
Emphasis of Matter reflects 

weaknesses in controls to confirm 
correct classification of 

expenditures and full disclosure 
of assets.

The Mayor should analyze the reasons for 
the Emphasis of Matter in 2018 and 

identify the actions required for fair and 
correct presentation of expenditures , 

assets in 2018 (see Issue C1).

The AFS preparation process 
contains some financial errors, 
disclosure shortcomings, and 

uncertainties identified during the 
audit.

The Mayor should ensure that the 
process of preparation of the AFS 2019 

includes a final review of the responsible 
management, and the declaration of AFS 
is not signed unless all necessary actions 

have been applied. (see Issue C1).

Revenue management, 
procurement, non-procurement 
costs, management of accounts 

receivable, personnel management 
files are areas where they require 

further improvements.

The Mayor should apply a detailed 
assessment of the concerning areas 

highlighted in this Report to identify the 
reasons for occurrence of weaknesses and 
to determine necessary actions to address 
them (see Issues B1-B5, A1-A3 and C2).

Governance arrangements related 
to accountability, risk management 
and management reporting are still 

not effective and need to be 
improved.

The Mayor should implement a rigorous 
process to ensure that the self-assessment 
process and prior year recommendations 

are actively addressed where 
issues/progress/key issues are reported 
to management on a monthly basis (see 

Issue B6 and B7).
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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 the Municipality of 

Mamusha business, the level of reliance on management controls, in order to determine the level of 

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

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

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

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

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

made to the systems and procedures operated.  

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

each area of review. Management responses to audit results can be found in Annex II. 
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2 Annual Financial Statements and other External 

Reporting Obligations  

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

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

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

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

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

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

ensure that an audit process can be undertaken.  

2.1 Audit Opinion  

Unmodified Opinion with Emphasis of Matter  

We have audited the AFS of the Municipality of Mamusha 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 (ss amended by the Law no. 03/L-221, Law no. 04/L-116, and the Law no. 04/L-

194 ), 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. 

Emphasis of Matter  

We draw your attention to the fact that: 

 Due to poor budgeting, payments in the amount of €84,000 were carried out from the 

category of capital investments, although by nature these expenditures belong to the 

category of goods and services. According to the municipality, the reason for such 

misclassification was the lack of budget in the relevant categories, although the budget was 

approved by the treasury, the project codes were classified incorrectly; 

 While expenditures in the amount of €40,000 budgeted as capital investments (the project 

furniture for gymnasium), are incorrectly paid for goods and services, according to the 

accounting plan from inadequate category. These funds were spent on the co-financing 
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agreement with “Caritas Kosova” - the activity “Home and outpatient health care “. Despite 

the incorrect description above, these funds have been spent for the activity “Assistance and 

Support in Education”, in accordance with the co-financing agreement. According to the 

municipality, the reason for such misclassification was inadequate budget planning by 

respective categories. Despite the presented justifications, according to the public sector 

accounting standards, these expenditures do not satisfy the criteria to be handled as capital; 

and  

 Non-financial assets over €1,000, disclosed in the AFS, are not registered as assets in the 

accounting register – SIMFK. During the audit we identified unregistered payments out of 

capital investments in the amount of €100,702. Regardless of the presented justifications, this 

has happened due to the frequent change of Asset Officer, and the negligence of the 

management. Our opinion is not modified for the issues. 

Key Audit Matters 

As key audit matters we mention the fact that: 

Municipality of Mamusha presented the status of accounts receivable (A/R) in the amount of 

€148,000. This amount includes receivables from property tax in the amount of €96,000 or 65%, with 

an increase of 3%, compared to the previous year. 

Responsibility of Management for AFS  

The Mayor of the Municipality of Mamusha 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 of the Municipality’s financial 

reporting process. 

Auditor General’s Responsibility for the Audit of the AFS 

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

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

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

are free from material misstatements. 

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

accordance with ISSAIs will detect 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 
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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. 

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 by the Law no. 03/L-221, Law no. 04/L-

116, and Law no. 04/L-194; 

 Compliance with Financial Rule no.01/2013 on Public Funds Expenditure and No. 02/2013 

on Management of Non-financial Assets by BOs; 

 Law on Local Government Finance No. 05/L -108 as amended and supplemented by No. 

03/L-049; 

 Law on Budget Requirements for 2018; 

 Requirements of Financial Management and Control (FMC) procedures; 

 Other Budget Reporting Requirements such as: monthly and quarterly 

operation(performance) reports;  

 Quarterly Reports for the Municipal Assembly and discussion of NAO Report by MA; 

 Action Plan on implementation of recommendations; and  

 Procurement Plan and Report on Signed Public Contracts; 

In relation to the AFS submitted in January 2019, except for the issue of receivables, we have not 

identified any other issues (Article 16, AR Report, property tax account was overstated by €3,4111).  

Despite the adjustment made, the AFS still contained some errors, mainly for misstatements, as well 

as asset disclosures, which we have presented in the emphasis of matter in the audit opinion.  

                                                 

1 Balance €93,000 +€35,420 (billing of 2018) - €29,009 (receivables) = €99,411, while they have been presented by the 
amount of €96,000, being understated by €3,411. 
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DECLARATION MADE BY THE CHIEF ADMINISTRATIVE OFFICER 

 Given the above - the Declaration made by the CAO and CFO when the draft AFS are submitted to 

the Ministry of Finance can be considered to be correct. 

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

2.3 Recommendations related to Annual Financial Statements 

Recommendation C1 The Mayor should ensure that an analysis is undertaken to determine the 

causes for Emphasis of Matter. Actions should be taken to address key 

weaknesses in systematic and pragmatic manner, in order to eliminate 

weaknesses in proper classification of expenditures, disclosed in the 

Emphasis of Matter in Audit Opinion.  

Further on, the Mayor should ensure that effective processes are in place to 

confirm that the 2019 AFS production plan formally addresses all compliance 

issues related to fair disclosure of assets, receivables and presentation of 

expenditures. This should also include Management review of the draft AFS 

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 submitted 

unless all necessary checks have been applied to the draft AFS. 

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 

Mamusha Municipality has spent 96% of the final budget in 2018, or with an absolutely higher 

amount than in previous year by €669,962. Below are given explanations for the current position. In 

the context of financial systems, controls over revenues and expenditures in general are more 

appropriate and implemented in effective way, although we have identified some compliance 

related irregularities. 

Due to non-compliance with the regulations, which have resulted in poor value, areas which require 

further improvement are in: asset management as well as management and reporting of receivables. 

This shows a lack of supervision by the municipality in the mentioned areas. 
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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 

Budget2 
2018 

Outturn 
2017 

Outturn 
2016 

Outturn 

Sources of Funds   1,905,053 2,352,228 2,265,753 1,595,791 1,440,614 

Government Grant -Budget   1,822,650 2,188,236 2,171,303 1,517,996 1,412,667 

Carried forward from previous 
year3 –  

- 
 

71,604 

 

67,857 

 

71,902 

 

26,742 

Own Source Revenues4  69,186 69,186 17,103 5,893 - 

Domestic Donations - - - - 1,205 

External Donations  - 9,985 9,490 - - 

Borrowings5  13,217 13,217 - - - 

The final budget is higher than the initial budget by €447,175. This increase have resulted from 

Government Grant and that by €365,586, from carried forward revenues in the amount of €71,604, 

and from external donations in the amount of €9,985. Compared to final planning, the Municipality 

has managed to spend the budget at the rate of 96%. 

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 

1,905,053  2,352,228 2,265,753 1,595,791 1,440,614 

Wages and Salaries 932,000 897,586 897,586 834,645 856,690 

Goods and Services   234,308 233,625 218,930  178,130 227,852 

Utilities 23,000 27,004 24,037 22,819 22,953 

Subsidies and Transfers  6,466 407,666  406,036 6,350 2,400 

Capital Investments   709,279 786,347 719,164 553,847 330,719 

                                                 
2 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance.  
3 Own Source Revenues unspent in previous year carried forward into the current year. 
4 Receipts used by the entity for financing its own budget.  
5 Borrowings from World Bank (for the Directorate of Education). 
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Explanations for changes in budget categories are given below: 

 The final budget compared to the initial capital budget was increased by €77,068 while 91% 

of the budget was spent during the year. It is also worth mentioning that at the end of the 

year 47% or 22 contracts were signed in the amount of €764,819, out of the total of 47 contracts 

signed during 2018 in the amount of €1,090,530;  

 Also, the execution dynamics is not in line with the planning, because 99% of expenditures 

from this category were executed in the last quarter of the year. This may indicate lack of 

controls, due to the high number of payments in the last period of the year; 

 The final budget from the category of wages and salaries was saved by the amount of 

€34,4146 (according to the Government’s decision) compared to the initial budget, and the 

final budget was spent at the rate of 100%; 

 The final budget for goods and services compared to the initial budget has not changed, 

while the level of execution is 94%, it is also worth mentioning that the obligations in this 

category have been reduced by €6,000 (from €16,000 in 2017, at €10,000 at the end of 2018); 

 The final budget for Utilities compared to the initial budget has been increased by €4,000 

and the municipality has managed to spend 89% of the budget for this category, while the 

obligations in this category have been increased by €3,000; 

 The final budget for subsidies compared to the initial budget have been increased by 

€401,200, and this increase is a result of transfers made by the Government of the Republic 

of Kosovo for the floods and other disasters occurred in the Municipality of Mamusha 

during 2018, and managed to spend 99% of the budget from this category. It is also worth 

mentioning that the obligations in this category have been increased by the amount of €4,000; 

 The Municipality has also received grants from external donors in the amount of €9,985, and 

they have been executed at the rate of 95%. Also, the amount of €13,217, from the borrowings 

for the Directorate of Health have not started to be spent this year. 

                                                 

6 Government Decision No.07/80 dated 18.12.2018 on budget savings from category of salaries in the amount of €34,414.  
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3.1.1 Revenues  

Revenues generated in 2018 were in the amount of €56,177, or compared to the last year, the 

Municipality has collected higher amount of own source revenues by €13,379, if expressed in 

percentage 31% more. While compared to the planning, the Municipality had managed to collect 

88% of revenues during this period. Whereas, if we consider indirect revenues, collection of 

revenues compared to the planning is 106%. 

The category which have dominated in the structure of own source revenues is the collection of 

revenues from property tax, about 52% or €29,009, with an increase of 51% compared to the same 

period of the previous year. 

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2018 

Receipts 
2017 

Receipts 
2016 

Receipts 

Own source revenues   69,186 69,1867 56,177 42,798 56,243 

In addition to the revenues presented in the table, the Municipality has collected revenues from 

police and court fines in the amount of €17,025. 

In 2018, the Municipality owned revenues in the amount of €144,806, and the amount of €84,960 

(mainly for capital projects in the amount of €83,396, or 98%), and the Municipality has carried 

forward the amount of €59,846 in the next year fund of unspent revenues. 

                                                 

7 Includes the planning of revenues from traffic and court fines (€5,000). 
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Issue B1 – Shortcomings in management of revenues from property tax  

Finding  Municipal Property Tax Office is obliged to perform on site verification (re-

surveying) of 1/3 of registered properties., as required by the Law no. 03/L-

204 on Immovable Property and the Law no. 06/L-005 on Immovable 

Property Tax, article 15, paragraph 2 states that inspection activities are 

carried out every year for at least 20% of all municipal buildings and only 

when necessary for the land parcel, and with applicable Administrative 

Instruction. The Municipality in 2018 have not started with on-site 

verification (re-surveying or inspection) of registered properties. The system 

was not updated (the re-surveying or inspection) due to the lack of field 

interviewers and;  

Also, according to the Article 9 of the Law no. 03/L-204, every natural person 

who, on or before 1 March of a tax period, establishes that the property or 

residential unit serves as his or her principal residence shall be allowed a 

deduction of (€10.000) from the taxable value of the property.  Out of 10 tested 

samples, in five (5) cases the municipality had not acted in accordance with 

the law, because there were taxpayers owning two or more registered 

property as primary residence, and for each property, a €10,000 deduction 

was applied. Also, from the analysis of the property tax base (Protax by the 

municipality) we estimated that about 14 properties (out of 602 properties 

recorded as residence), the Municipality had permitted irregular deductions. 

The effect of these irregular deductions implies that the municipality has 

lower tax charges of approximately €224, respectively less income from 

property tax. Although the financial effect is not material, such a mistake 

could be eliminated and corrected in time. The responsible municipal 

property tax officials have not modified or reported mistakes on time to the 

central level officials for the latter could perform necessary corrections.  

Risk Failure to verify 1/3 of the property may result with incomplete information 

on the current taxable property and, the lack of effective controls on 

management of property tax revenues will continue to result in low collection 

rate, and the Municipality is exposed to the loss of trust on fair treatment of 

taxpayers. 

Recommendation B1 The Mayor should ensure that the verification of municipal property is done 

in accordance with the law so that all eventual changes to the owned taxable 

property is integrated into the database, and to set up firm controls for 

effective collection of revenues, including and determining fair assessment of 

the tax charge, in accordance with the rules and current on-site situation. 
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3.1.2 Wages and Salaries 

Wages and Salaries are paid through a centralized payment system managed by MAP and MoF. 

The final budget for the category of wages and salaries was €897,586, while it was spent 100%. 

The approved number of staff was 136, while the current number of employees was 134. We have 

audited recruitment procedures as well as personnel files to check its regularity. 

 

 

Issue A 1 – Lack of personnel files and compensation of the allowance without a legal basis   

Finding For seven (7) officials who are engaged in the Directorate of Emergency and 

Security, the Municipality was not able to provide us with the completed files 

and contracts, on the basis of which is performed the salary compensation. 

According to the Personnel Manager there is no relevant documentation for 

these officials and this phenomenon has emerged as a result of a 

memorandum signed years ago, as the above officials are part of the Ministry 

of Internal Affairs, while compensation of salaries and other compensation is 

carried out by the Municipality. This presents a lack of clear specifications for 

the Human Resources of the Municipality.  

Also, the Government of Kosovo, based on the decision no.11/26 dated 

19/05/2010, all categorized as Civil Servants under the Law on Civil Service 

will receive financial means on a monthly basis in the amount of gross €30. 

According to the data required by the Ministry of Internal Affairs we have 

identified that these officials are not categorized as civil servants, and they 

were compensated with the allowance of €31.2 per month, and they were 

compensates in total amount of €2,621  throughout 2018. This situation is a 

result of the officials being part of the staff of the Ministry of Internal Affairs, 

due to the signed memorandum.  

Risk Payments of officials in the absence of relevant documentation leads to 

inability to justify the salary/allowances or to perform review of the 

performance evaluation, and payment of allowances that contravene the 

government decision, are irregular payments and lead to municipal budget 

loss.  

Recommendation A1 The Mayor should address further the issue of these payments to the MPA 

and MoF, or should ensure the review of the opportunity for these officials 

are transferred to the institutions they work for, or otherwise to complete 

their files in the Municipality, in order to establish legal basis for 

compensation of salaries. 
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Issue C2 – Personnel Records not-updated 

Finding Based on Government Decision no. 06/29 of 15.05.2015, to prove work 

experience it is required to have a certified decision by the authorised 

personnel officers. Out of five (5) tested samples, in two (2) cases the evidence 

of work experience years for the teaching staff in the education directorate 

was not reflected in a decision certified by authorized personnel officers, as a 

basis for payment of work experience. This occurrence has resulted from the 

lack of coordination between schools and the education directorate.   

Risk Payment of employees in absence of a credible and sufficient evidence of 

work experience, checked and authorized by competent staff, increase the 

risk for compensation of work experience not on real basis. Failure to 

complete the personnel files leads to the risk of irregular payments and the 

initiation of lawsuits. 

Recommendation C2 The Mayor should ensure that the Directors of Educational Institutions 

complete the evidence of work experience, in order to establish legal basis for 

execution of allowance based on experience.  

3.1.3 Goods and Services and Utilities  

The final budget for goods, services and utilities in 2018 was €260,629. Of these, €242,967 were 

spent, or 94%.  

Recommendations 

We have no recommendations in this area. 
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3.1.4 Subsidies and Transfers  

The final budget for subsidies and transfers was €407,666. Out of them, in 2018, €406,036 or 99% of 

the budget was spent, and they are relate to the subsidies of puerperal. While the funds for subsidies 

on damages caused by flooding during the year have been secured and transferred by the 

Government. 
 

Issue B2 – Lack of Regulation on Management of Subsidies 

Finding Article 36 of Financial Rule 01/2013 – “Public Funds Expenditure” states: 

“There should be a clear legal ground for every payment of subsidy or 

transfer, that is, there should be a law, regulation or decision of the relevant 

institution which enables the specific budget organisation to conduct a 

payment from this code”. The Municipality has not yet drafted the Internal 

Regulation on Subsidies. In absence of the regulation, subsidies were 

allocated on the basis of Municipal Assembly decisions and all expenditures 

were made for subsidy of puerperal. 

Risk The lack of internal regulation on allocation of subsidies constitutes 

uncertainty in defining the criteria for subsidy beneficiaries. This poses the 

risk that subsidies will not be allocated for the intended purpose. 

Recommendation B2 The Mayor should provide a regulation about the process of subsidies for all 

activities, which clearly specifies the criteria for allocation of subsidies, and 

the same should be approved in the Municipal Assembly. 
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3.1.5 Capital Investments  

The current budget for the category Capital Investment is: €786,347, while expenditures during 2018 

are €719,164 or expressed in percentage of 91.5% of the budget. They are related to road 

construction, sewage, construction and maintenance of school facilities, etc. Compared to the 

previous year, there is a better performance of the budget execution for this category in the amount 

of €165,317, or about 30% more. 

 

Issue A 2 – Item Quantities stipulated in Contracted Bill of Quantities were exceeded 

Finding  According Operational Guidelines for Public Procurementto, point 61.20, 

item g and h “The functions of the Project Manager are: to issue any required 

variations or change orders, in accordance with the terms and conditions of a 

contract; to provide full details of a required contract amendment to the 

Procurement Department and to obtain the approval”. 

From the audit of 35 payments for compliance purposes we have identified 

that in four (4) cases the Municipality had executed the payment for items 

that had exceeded to the contracted quantity but not the total contracted 

value. Therefore, the supervisory body, namely the contract manager, did not 

respect the bill of quantity and estimated value as an annex to the basic 

contract. Also, the contract manager did not respect legal procedures in case 

of change/or excess of items, since they did not seek the approval for change 

of items to the Procurement Manager and the CAO. The total value for 

payment of items whose quantities have been exceeded was: €62,260. 

Inadequate planning and drafting of executive projects by the contracting 

authority has led to the change of items within the contracted bill of 

quantities. Also, the negligence of the project manager have led to non-

compliance with legal procedures when item quantities are exceeded. 

Risk When previously set item quantities stipulated in contracted bill of quantities 

are exceeded, disrespecting the legal procedures, constitutes a breach of 

contract and as such increases the risk that the operator will not perform the 

works according to the standards and quality specified in the bill of 

quantities. 

Recommendation A2 The Mayor should ensure that the executive projects are sustainable and well-

planned, in order to prevent change or excess of item quantities stipulated in 

the pre-contracted bill of quantities. In contrary, any omission of legal 

proceedings constitutes a breach of contract if prior approval of the 

procurement manager and the CAO is not obtained. 
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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 the Municipality to have an overview of complete assets, control 

and management procedures and to continuously update changes in its records. The value of assets 

presented in the AFS of 2018 was in the amount of €3,082,672, while in the KFMIS register was 

presented only the amount of €45,792 for assets over €1,000. 

All significant matters about assets are dealt with in Section 2.1 Opinion on the Annual Financial 

Statements. 
 

Issue B3 - Lack of Internal Procedure and Register of Assets under €1,000  

Finding  Article 9 of Regulation 02/2013 on Management of Financial Assets requires 

budget organizations to register non-financial assets, whereas Capital assets 

must be recorded in KFMIS, while the non- capital assets and stocks in the “e- 

assets” system. Also, Article 4.1 of Regulation 02/2013 on Management of 

Financial Assets states that “The Chief Administrative Officer is responsible 

for adoption of internal rules and procedures on recording, preservation and 

alienation of non-financial assets “. 

Based on the above mentioned rules we have identified that the E-Asset 

system is not functional and the municipality does not maintain assets 

register under €1,000, as foreseen by article 6 of regulation 02/2013 on 

management of financial assets. The assets under €1,000 have not been 

registered because the E-asset system was not functional. The Municipality 

has not yet drafted internal procedures on management of assets, although 

this was recommended by the prior year report. 

Risk Failure to complete asset registration as required by the regulation may 

prevent the Municipality to identify the real and current situation of assets 

that may be exposed to loss or alienation. Lack of internal procedures for asset 

preservation and alienation may lead to miss-management of Municipal 

assets, and incorrect presentation in the financial statements. 

Recommendation B1 The Mayor should ensure continuation of the process for registration of all 

assets, and within shortest time possible, and upon completion of the process 

to prepare a final report about asset status, which should be harmonized with 

the Municipality’s accounting records. Requirements related to their 

registration and maintenance should be applied in their entirety, to provide 

accurate inventory evidence, all inputs/outputs of movable property under 

€1,000 to be managed through the E-Asset system, and to ensure drafting of 

the internal rules and procedures for recording, preservation and disposal of 

non-financial assets. 
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3.3 Handling of cash and its equivalents  

In this chapter the auditor has dealt with collection of revenues in value up to €10 and depositing 

of these revenues at the bank. 

 

Issue B4 – Delayed cash deposit 

Finding  Article 11 of Financial Rule 03/2010 on Revenues cites: "Collected funds in 

the amount of up to €10 from the cash bills at the end of the day must be 

deposited (in official bank account) in total for each type of revenue 

accompanied by a summarizing invoice containing the UNIREF 

identification number”. The Municipality in two (2) cases for the money 

collected from the administration of the municipality in the amount of €150 

(from 13/06/2018 to 04/07/2018) and the amount of €266 (collected from 10 

/ 02/2018 until 23/02/2018), had deposited in the municipality account with 

a delay of 1 up to 21 days, while in the other case 1 to 13 days. According to 

the officials, this occurrence has happened due to the expenditures incurred 

during the deposit.  

Risk Delayed deposit of accumulated cash increases the risk for misuse of public 

funds. This also leads to incorrect reporting of revenues by the time period. 

Furthermore, such practice is not in compliance with the requirements of the 

applicable legislation. 

Recommendation B4 The Mayor should ensure that controls are set up and functioning according 

to the legal requirements, and that the cashiers or competent officers that are 

responsible for collection of public money as revenues, have deposited them 

within set legal deadlines. 
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3.4  Receivables  

The list of debtors to the Municipality, according to the data in the AFS is €148,000. Most of them 

relate to property tax €96,000, and the rest from Corporate Tax. 

 

Issue B5 – Increase of Accounts Receivable 

Finding Based on the presentation of accounts receivable in the AFS, the municipality 

has disclosed an increase in the levels of these accounts compared to the 

previous year by 11%. Although the municipality has uncollected receivables 

and their increase from year to year, adequate policies have not yet been 

developed or applied in collection of receivables from previous years, in 

particular property tax as well as corporate tax debts. The cause of such a 

phenomenon is the lack of set adequate mechanisms by the municipality to 

collect these revenues. Apart from the application of warnings as a measure 

used by the municipality, there were no continuous actions applied, such as 

the initiation of procedures for mandatory collection of debts through other 

competent bodies. 

Risk Lack of mechanisms has resulted in high value of receivables that increase the 

risk of statutory limitation, for these accounts may become uncollectible over 

time and lead to non-fulfilment of the plan on expenditures. 

Recommendation B5 The Mayor should ensure that all possible options are actively reviewed by 

setting policies, regulations and other mechanisms in order to increase the 

efficiency of collecting receivables. It is also necessary to consider all 

measures in accordance with the law, to debtors who do not fulfil their 

obligations.  
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3.5 Outstanding liabilities  

The statement of liabilities not paid to suppliers from the amount of €16,748 at the end of 2017 

marked a slight increase and during 2018 were presented in the amount of €16,785. These liabilities 

were carried forward to be paid in 2019. 
 

Issue A 3 - Failure to execute payments within legal deadline 

Finding  According to the Financial Rule 01-2013 MoF – Public Funds Expenditure, the 

BO must pay every valid invoice for payment of goods and services received 

within 30 calendar days upon acceptance of the invoice. Of the five (5) tested 

samples in the amount of €8,712 we have identified that in two cases in the 

amount of €6,873 the legal deadline for payment of obligations was exceeded. 

The reason for this occurrence is lack of funds. It is worth pointing out that 

following the advice given during the mid-term audit process, the 

responsible officials at the final stage were carrying out registration of 

invoices in protocol book upon their acceptance. 

Risk Due to delays in payment, and lack of complete information may weaken the 

ability of the Municipality to foresee and manage the needs for liquidity. 

Further on, the Municipality may face additional costs for payment of 

interest, penalties, due to delays in payments. 

Recommendation A3 The Mayor should strengthen controls in the payment management process 

to ensure that invoices are paid within the legal deadline. 

4 Good Governance 

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

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

good governance with public assets. 

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

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

The level of compliance with FMC requirements by Budget Organizations is monitored by the self-

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

Ministry of Finance. 

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

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

We have evaluated several activities that can contribute to good governance, and existing 

opportunities for further improvement as follows: 

Governance related to operational and financial activities in the municipality; some areas require 

further important improvements. Effective responses for implementation of external audit 

recommendations, development on risk management processes, and municipal asset management 

are some of the areas that the municipality should give priority in terms of more effective 

governance. 

A progress made in the management of the organization, mainly in collection and budget execution, 

in settlement of outstanding debts, as well as significant actions have been undertaken to set up 

contractual relations with various donors. For most municipal activities there is good 

communication and reporting between unit holders and the Mayor. The self-assessment 

questionnaire which is filled in by the municipality reflects this situation only partially, with some 

positive comments on presence of the existing arrangements. 

A key tool to support effective governance is the implementation of recommendations given by 

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

satisfactory. This section is dealt with in more detail in the chapter ‘Progress in implementing the 

recommendations’. 

The municipality had not drafted a strategic development plan and still lacked other strategic plans 

such as spatial plans, anti-corruption strategic plan, regional development strategy, etc. 

In terms of compliance with legislation, our audit has revealed the presence of some weaknesses as 

a result of non-implementation of regulations which mainly include asset management, revenues, 

subsidies and receivables.  
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4.1 Internal Audit System 

The Municipality have not established the IAU and has not provided internal audit services to 

identify shortcomings in the system. 
 

Issue B6 – Non - establishment of IAU 

Finding  According to the Administrative Instruction no.23/2009 on Establishment 

and Operation of Internal Auditing Units in the Public Sector, each public 

entity with a budget of 1 to 3 million should have at least one internal auditor. 

The Municipality has made no efforts to ensure the establishment of the IAU 

or to secure internal audit services in cooperation with another budget 

organization. IAU have not been established due to budget limitations for 

recruitment. 

Risk Lack of internal audit may lead to recurrence of weaknesses in key internal 

control systems. Furthermore, management may not identify and respond on 

time to the irregularities and weaknesses of control.  

Recommendation B6 The Mayor should ensure fulfilment of the legal requirement, respectively to 

recruit an internal auditor. If this requirement cannot be fulfilled, then the 

internal audit service should be performed by the Ministry of Finance, or any 

other public entity. The audit service would assist the management in 

decision-making and in eliminating weaknesses. 

4.2 Management Reporting, Accountability and Risk Management 

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

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.  

The main areas that require further improvements are in: continuation of municipal assets 

registration, proper classification of expenditures, and management of receivables. 
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Issue B7 - Weaknesses in Management Control and Risk Management 

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

financial system although providing evidence that the management 

possesses regular budget performance analyses, the meetings were not yet 

formatted to confirm that the management reviews the financial reports on 

expenditures and other revenues and other municipality operations. The 

Municipality has prepared a risk register, but has not prepared a risk 

management strategy. Although there is a risk facing potential, the 

municipality has not taken the necessary action to prepare any policy, 

procedure or report on how risks will be managed, in particular the risk of 

fraud and irregularities.  

Risk Not updating financial reporting and activities to senior management 

reduces management’s ability to manage municipal activities proactively and 

mitigates the effect of budget controls. However, this may also prevent in 

collection of revenues as expected, and it may result in poor service delivery. 

Recommendation B7 The Mayor should ensure that a review is carried out to determine the form 

of financial and operational reporting to senior management, which 

generates all relevant information for quality and timely decision-making by 

the management. Budgetary performance, including revenues and 

expenditures, and implementation of the procurement plan should be subject 

to regular reporting and review by the management. 

5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS of the Municipality of Mamusha resulted in 16 key 

recommendations. The Municipality prepared an Action Plan stating how all recommendations will 

be implemented. Further on, the Municipality had not applied any formal process to monitor the 

implementation of the recommendations, and had not undertaken necessary actions for their 

implementation. Thereof, only a part of the recommendations have been implemented and the same 

shortcomings are repeated in some areas. The Municipal Assembly of Mamusha did not consider 

discussing the NAO audit report for 2017. Most of the recommendations were in the process of 

implementation, or unimplemented.  

At the end of our 2018 audit, six (6) recommendations have been implemented, two (2) are in 

process, one (1) is closes, and seven (7) have not been addressed yet. For a more thorough 

description of the recommendations and how they are addressed, see Table 4 (or Table of 

recommendations). 
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 Table 4 Summary of prior year recommendations and of 2018 

No Audit area Recommendations of 2017  Actions taken  Status 

1 AFS The Mayor should ensure that an 

analysis is undertaken to determine the 
causes of the qualification of audit 
opinion, and the paragraph on 
Emphasis of Matter. Specific actions 
should be taken to address the 

underlying causes in a systematic 
manner to remove errors in 
presentation of budget and own source 
revenues, as well as in recording and 

reporting of the assets. 

 Further on, the Mayor should ensure 
that effective processes are in place to 
confirm that the 2018 AFS production 

plan formally addresses all compliance 
issues related to the AFS. Further on, to 
include Management review of the 
draft AFS 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. 

Specific actions have 

been taken by the 
municipality to reach the 
utmost extent to address 
the causes systematically 
to eliminate errors in the 

presentation of budget 
and own source 
revenues, as well as 
disclosure and reporting 

of obligations. However, 
even during this year we 
have no registration of 
assets and fair disclosure 

of the receivables. 

Partially 

implemented. 

2 Poor Budget 
Execution in 
Capital 
Investments 

The Mayor should ensure that budget 
performance is monitored 
systematically on a monthly basis and 
that this review identifies and 

addresses the barriers in execution of 
budget at a planned level. Where initial 
budget assumptions are incorrect, this 
should be fully reflected in the final 
budget position.  

The Municipality has 
good performance in 
budget execution and 
managed to spend 96% 

of the final budget for 
2018. 

Implemented. 

3 Inadequate 

management 
of revenues 
from property 
tax 

The Mayor should ensure that the 

verification is done on a regular annual 
basis in line with the requirements of 
the applicable legislation, reflecting up-
to-date records of the registry and 
accurate tax charges.  

Due to lack of officials of 

taxpayers in the field, 
aeven this they did not 
mnage to verify, namely 
to inspect properties 
based on applicable 

provisions.  

Not implemented. 
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4 Lack of 
relevant 
documentatio

n in Personnel 
Records  

The Mayor should ensure that the 
recruitment procedures are initiated 
before the employees’ contracts expire 

or if there is a need to proceed with 
extension of the contracts, the extension 
procedures should be in line with the 
applicable Rules and Instructions. 
Further on, in cooperation with school 

directors, he should ensure that the 
recruited staffs have the appropriate 
qualifications as well as valid evidence 
to certify their qualification level.  

During this year we have 
not found officials with 
expired contracts, and 

engagement of 
unqualified staff, but we 
noticed that the 
personnel files are not 
fully completed, they 

lack the evidence of work 
experience. 

Partially 
implemented. 

5 Irregularities 
in 

Recruitment 
of Staff for 
Special 
Services and 

Specific 
Duties 

The Mayor should ensure that 
employees with special service 

agreements are recruited only in cases 
where there are specific requests. While 
for all regular job positions, should 
ensure that they are executed by the 

budget of the category of Wages and 
Salaries, and paid by the payroll 
system. 

The number od staff 
engaged with Special 

Service Agrements has 
been eliminated. 

Implemented. 

 

6 Failure to 
justify 
Advance 

Payments and 
wrong 
Classification 
of 

Expenditures 

The Mayor should review the existing 
controls over advance payments and 
establish controls to support their 

validity. Further on, should ensure that 
the expenditures are recorded 
according to the plan and by respective 
codes.  

Advance payments are 
closed within legal 
deadline. 

Implemented. 

7 Lack of a 

Regulation for 
Subsidies 

The Mayor should draft a Regulation 

which specifies clearly the criteria and 
procedures for subsidies, and be 
approved by the Municipal Assembly. 

The Regulation on 

subsidies has not been 
drafted this year too. 

Not implemented. 

8 Systematic 
weaknesses in 
Contract 

Management 

The Mayor should take the necessary 
measures to complete the projects that 
are being followed continuously. Also, 

in the future, it should be ensured that 
before the initiation of the projects, the 
issues of expropriations and other 
identified problems are initially 

resolved so that there is no interruption 
of the works.  

During this year we have 
not noticed delays in 
completion of the works, 

even though additional 
tests have been carried 
out during the testing of 
performance indicators 

in this area. 

Implemented. 

9 Inadequate 
segregation of 
duties, and 

The Mayor should ensure proper 
segregation of duties, adequate controls 

A more detailed 
description we have 
noted in certification of 

Implemented. 
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failure to 
provide 
description of 

the standard 
receiving 
report 

on receipt of goods/services before 
execution of payments, and ensure that 
the receiving officer makes the 

description of the goods/work 
received, in order to confirm that the 
supplies/works are received by the 
competent officials according to the 
contract. 

cases by the Officer for 
Receiption of Goods. 

10 Failure to 

register 
properties 

 The Mayor should take immediate 

action to record all of his assets. Assets 
over €1,000 should be recorded in the 
accounting register in KFMIS, while 
assets under €1,000 and stocks should 
be registered in the e-Asset system. At 

the end of the year, the inventory 
process should be carried out prior to 
the drafting financial statements, which 
should be harmonized with the asset 

registers and if there are differences 
they should be eliminated. In relation to 
this process, to initially analyse if there 
is a need to train the Asset Officer.  

There are setbacks in 

registration of assets and 
in using the E-asset 
system module by the 
Municpality. 

Not implemented. 

11 Deposit of 
Cash We recommend the Mayor to ensure 

that daily cash deposits and controls are 

carried out according to the applicable 
legislation requirements.  

Also this year, we have 
noticed that the 

depositing of collected 
funds has not been 
deposited within the 
deadline set by the legal 

provisions. 

Not implemented. 

12 Understateme

nt of accounts 
receivable 
disclosed in 
the AFS 

The Mayor should strengthen controls 

in management and reporting of the 
Accounts Receivable. Initially, an 
appropriate registration and reporting 
system should be in place, and ensure 

that all necessary actions are 
undertaken to increase collection of 
receivables.  

Also this year, the 

balances of accounts 
receivable have not been 
reconciled and the 
receivables were not 

presented correctly in the 
AFS. 

Not implemented. 

13 Understateme
nt of 
Liabilities 

The Mayor should strengthen controls 
over the management and reporting of 
Outstanding Liabilities. He should 

initially ensure that a protocol book is 
maintained, where all receipts are 
recorded and all the received bills will 
be filed. Further on, should establish an 
effective system in which all 

outstanding invoices are accurately and 

During this year, all 
reports were made with 
the deadline, and the 

officer for registration of 
invoices in protocol 
books have been 
assigned. 

Implemented. 
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thoroughly reported on a monthly basis 
in the MoF, and correctly disclose them 
in the AFS at the end of the each year.  

14 Poor 
Implementati

on of Prior 
and Earlier 
Year 
Recommenda

tions 

The Mayor should ensure that the 
implementation of the Action Plan is 

monitored on a regular basis and 
reported on a regular monthly or 
quarterly basis in relation to the 
progress made. Recommendations that 

are not implemented by deadlines 
should be reviewed by the Mayor as 
soon as possible, and ensure that pro-
active actions are undertaken against 
the obstacles presented during the 

implementation. 

Some of the 
recommendations have 

not been implemented 
but some are in the 
process of 
implementation. 

Recommendation 
closed. 

15 Failure to 
establish the 
IAU 

The Mayor should ensure that legal 
requirement is met, respectively to 
recruit an internal auditor. If this 
requirement cannot met, then the 
internal audit service should be 

performed by the Ministry of Finance or 
any other public entity. The audit 
service would support management in 
decision making and in elimination of 

weaknesses.  

 Not implemented. 

16 Weaknesses 
in High Level 
Management 
Controls – 
High Priority 

The Mayor should ensure that a review 
has been carried through to determine 
the form of financial and operational 
reporting to senior management from, 
which will provide all relevant 

information that affects in quality and 
timely decision-making of the 
management. Budgetary performance, 
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 to put the 
exposed threats under control. 

Failure to register assets 
and to monitor the list of 
risks, the high level of 
receivables, provide the 
facts that there is no 

proper reporting 
established or carried 
out. 

Not implemented. 

No Audit area Recommendations of 2018 
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1 AFS 
The Mayor should ensure that an analysis is undertaken to determine the causes for 

Emphasis of Matter. Actions should be taken to address key weaknesses in Systematic 

and pragmatic manner, in order to eliminate weaknesses in proper classification of 

expenditures, disclosed in the Emphasis of Matter in Audit Opinion. Further on, the 

Mayor should ensure that effective processes are in place to confirm that the 2019 AFS 

production plan formally addresses all compliance issues related to fair disclosure of 

assets, receivables and presentation of expenditures. This should also include 

Management review of the draft AFS 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 submitted unless all 

necessary checks have been applied to the draft AFS 

2 Revenues – 

Shortcomings 

in 

Management 

of Property 

Tax 

The Mayor should ensure that the verification of municipal property is done in 

accordance with the law so that all eventual changes to the owned taxable property is 

integrated into the database, and to set up firm controls for effective collection of 

revenues, including and determining fair assessment of the tax charge, in accordance 

with the rules and current on-site situation. 

3 Lack of 

personnel 

files and 

payment 

without legal 

basis 

The Mayor should address further the issue of these payments to the MPA and MoF, or 

should ensure the review of the opportunity for these officials are transferred to the 

institutions they work for, or otherwise to complete their files in the Municipality, in 

order to establish legal basis for compensation of salaries. 

4 Personnel File 

not up-dated 
The Mayor should ensure that the Directors of Educational Institutions complete the 

evidence of work experience, in order to establish legal basis for execution of allowance 

based on experience. 

5 Lack of 
Regulation on 
Allocation of 
Subsidies 

The Mayor should provide a regulation about the process of subsidies for all activities, 

which clearly specifies the criteria for allocation of subsidies, and the same should be 

approved in the Municipal Assembly. 

6 Item 
Quantities 

stipulated in 
Contracted 
Bill of 
Quantities 
were 

exceeded 

The Mayor should ensure that the executive projects are sustainable and well-planned, 

in order to prevent change or excess of item quantities stipulated in the pre-contracted 

bill of quantities. In contrary, any omission of legal proceedings constitutes a breach of 

contract if prior approval of the procurement manager and the CAO is not obtained. 
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7 Lack of 
Internal 
Procedure 

and Register 
of Assets 
under €1,000 

The Mayor should ensure continuation of the process for registration of all assets, and 

within shortest time possible, and upon completion of the process to prepare a final 

report about asset status, which should be harmonized with the Municipality’s 

accounting records. Requirements related to their registration and maintenance should 

be applied in their entirety, to provide accurate inventory evidence, all inputs/outputs 

of movable property under €1,000 to be managed through the E-Asset system, and to 

ensure drafting of the internal rules and procedures for recording, preservation and 

disposal of non-financial assets. 

8 Depositing of 
Cash The Mayor should ensure that controls are set up and functioning according to the legal 

requirements, and that the cashiers or competent officers that are responsible for 

collection of public money as revenues, have deposited them within set legal deadlines. 

9 Increase of 
Accounts 
Receivable 

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

policies, regulations and other mechanisms in order to increase the efficiency of 

collecting receivables. It is also necessary to consider all measures in accordance with 

the law, to debtors who do not fulfil their obligations. 

10 Failure to 
execute 

payments 
within legal 
deadline 

The Mayor should strengthen controls in the payment management process to ensure 

that invoices are paid within the legal deadline. 

11 Non-
establishment 

of IAU 

The Mayor should ensure fulfilment of the legal requirement, respectively to recruit an 

internal auditor. If this requirement cannot be fulfilled, then the internal audit service 

should be performed by the Ministry of Finance, or any other public entity. The audit 

service would assist the management in decision-making and in eliminating 

weaknesses. 

12 Weaknesses 
in 
Management 
Control and 
Risk 

Management 

The Mayor should ensure that a review is carried out to determine the form of financial 

and operational reporting to senior management, which generates all relevant 

information for quality and timely decision-making by the management. Budgetary 

performance, including revenues and expenditures, and implementation of the 

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

management. 

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

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

applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework. 

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

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

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

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

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

appropriate audit evidence, may be materially misstated; and 

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

on the financial statements. 

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

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

material, but not pervasive, to the financial statements; or (2) the auditor 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 1705 19 provides additional guidance on the 

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

responsibility. It also includes illustrative examples of reports. 

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

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

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

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

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

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

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

 be included immediately after the opinion; 

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

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

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

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

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

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

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

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

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

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

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

Implementation of Recommendations 

 

To: National Audit Office 

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 Mamusha 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: 

Mr.Abdülhadi Krasniç 

Date: 17.06.2019. Mamusha 


