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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 Republic Kosovo.  

The reports of the National Audit Office directly promote accountability 

of public institutions as they provide a base for holding managers’ of 

individual budget organisations to account. We are thus building 

confidence in the spending of public funds and playing an active role in 

securing taxpayers’ and other stakeholders’ interests in enhancing 

public accountability.  

This audit is carried out in line with the International Standards of 

Supreme Audit Institutions, and good European practices. 

The Auditor General has decided on the audit opinion on the Annual 

Financial Statements of the Municipality of Shterpce 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 Edon Kabashi - 

Team Leader, Faik Thaqi - Team Member, under the management of the 

Head of Audit Department Astrit Bllaca.  
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Executive Summary 

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

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

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

Standards of Supreme Audit Institutions (ISSAIs).  

Our audit focus has been on: 

 

Conclusions 

Annual Financial Statements have been prepared in compliance with the Regulation MoF No. 

01/2017 on Annual Financial Statements of Budget Organisations, except for two immaterial 

errors related to funding from borrowings and presentation of stocks. 

In relation to its statutory obligations, the Municipality has generally had good controls. However, 

there are some weaknesses that should be addressed. Management of revenues, management of 

assets and reduction of accounts receivable from taxes from businesses and property tax still 

remain a challenge for this institutions. This reflects lack of proper management supervision in 

these areas. 

The Municipality has undertaken specific steps towards implementation of recommendations 

given by NAO. At the end of the 2019 audit, nine (9) recommendations were implemented, two (2) 

were under implementation, two (2) were not addressed yet, and three (3) were closed.  

Opinion of the Auditor General1 

Unmodified Opinion  

For more details, see Section 1 of this report. 

Management’s Response to audit 2019  

Management has agreed on audit findings and conclusions and committed to address all the 

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

management and personnel of the Municipality during the audit process.  

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

Annual Financial 
Statements 

Financial Management 
and Control

Implementation of 
recommendations 
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Audit Scope and Methodology  

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

records in regard to as the following: 

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

matters for the audit period; 

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

regulations;  

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

and 

• Whether appropriate actions for implementation of audit recommendations have been 

undertaken. 

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

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

testing required to obtain evidence supporting the opinion of the Auditor General. 

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

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

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

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

be made to the systems and procedures operated.  

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

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

We have audited the AFS of the Municipality of Shterpce for the year ended on 31 December 2019 

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

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

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

Statement, provided further in detail. 

Unmodified Opinion  

In our opinion, the Annual Financial Statements for the year ended on 31 December 2019 give a 

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

Accounting Standards under the cash basis accounting.  

Basis for the Opinion   

The audit is carried out in accordance with International Standards of Supreme Audit Institutions 

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

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

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

NAO is independent from the Municipality of Shterpce. We believe that the audit evidence we 

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

Responsibility of management for AFS  

The Mayor of the Municipality and the Chief Financial Officer are responsible for the preparation 

and fair presentation of financial statements in accordance with International Public Sector 

Accounting Standards – Financial Reporting under the Cash basis 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 

compliance with requirements from the Law No. 03/L-048 on Public Financial Management and 

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

Statements of Budget Organisations. 

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

Responsibility of the Auditor General for the audit of the AFS  

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

accordance with ISSAIs. These standards require that we obtain reasonable assurance about 

whether the financial statements are free from material misstatements. 

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

in accordance with ISSAIs will detect every material misstatement that might exist. Misstatements 
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may arise from fraud or error and are considered material if, individually or in the aggregate, they 

could influence the decisions taken on the basis of these AFS. 

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

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

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

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

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

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

the entity’s internal control. 

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

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

presentation of the financial statements.  

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

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

have identified during the audit. 

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

or other legal or administrative prohibitions in accordance with applicable legislation. 

2 Financial Management and Control   

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

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

have handled budget management, procurement, human resources, assets and liabilities, and the 

internal audit function. 

Financial Management and Control Conclusion  

In relation to its statutory obligations, the Municipality has generally had good controls. However, 

there are some weaknesses that should be addressed. Management of revenues, management of 

assets and reduction of accounts receivable from taxes from businesses and property tax still 

remain a challenge for this institutions. This reflects lack of proper management supervision in 

these areas.    
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2.1 Budget Planning and Execution  

We have considered the sources of budget funds and spending of funds by economic categories. 

This is highlighted in the tables below: 

Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget  
Final 

Budget2  
2019  

Outturn 
% of 2019 

Outturn 
2018 

Outturn 
2017 

Outturn 

Sources of Funds: 3,794,171 4,053,536 3,604,955 89 3,659,526  3,368,668  

Government Grant-
Budget  

3,421,560 3,421,560 3,359,236 98 3,410,607  3,146,646  

Carried forward from 
previous year3– 

- 252,429 106,215 42 123,079  93,690  

Own Source Revenues 4 348,473 348,473 127,967 37 92,572  128,332  

Domestic Donations  - - - - 28,871  - 

Borrowings 24,138 31,074 11,537 37 4,397  - 

The final budget is higher than the initial budget by €259,365. This increase is a result of revenues 

carried forward from previous year in amount of €252,429, and increase of borrowings by €6,936.   

In 2019, the Municipality spent 89% of the final budget or €3,604,955, with a decrease of 5% 

compared to 2018. Details on the current position are presented below. 

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

Description  
Initial 

Budget  
Final 

Budget 
2019  

Outturn 

% of 
2019 

Outturn 

2018 
Outturn 

2017 
Outturn 

Spending of funds by 
economic categories:   

3,794,171 4,053,536 3,604,955 89 3,659,526  3,368,668  

Wages and Salaries   2,178,905  2,178,905 2,142,704 98 2,105,779  2,007,448  

Goods and Services 436,881  465,564 394,997 85 408,401  339,606  

Utilities 83,625  83,625 71,859 86 81,278  68,718 

Subsidies and 
Transfers 45,000 49,631 31,300 63 0 1,315 

Capital Investments  1,049,760  1,275,811 964,095 76 1,064,068  951,581  

 

 
2 Final Budget – budget approved by the Assembly subsequently adjusted by the Ministry of Finances.   
3 Municipal Own Source Revenues unspent in previous year carried forward into the current year. 
4 Receipts used by the entity for financing its own activities. 
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Explanations for changes in budget categories are given below: 

• The budget increase in Goods and Services by €28,683 includes revenues carried forward 

from previous years in amount of €24,014 and borrowings in amount of €4,669;  

• The budget for Subsidies and Transfers was increased by €4,631 from revenues carried 

forward from previous year; and 

• The final budget for Capital Investments compared to the initial budget was increased by 

€226,051 as e result of revenues carried forward from previous year in amount of €223,784 

and borrowings in amount of €2,267. The low level of budget execution under capital 

investments was mainly due to delays with procurement procedures.  

2.1.1 Revenues  

Revenues generated by Municipality in 2019 were in amount of €318,182. These relate to revenues 

from property tax, revenues from construction permits, administrative fees, etc. The Municipality 

has also had indirect revenues in amount of €61, collected from traffic fines - €41,176, court fines - 

€1,970, and forest revenues - €16,584.   

Table 3. Revenues (in €) 

Description 
Initial 

Budget  
Final 

Budget 
2019 

Receipts  
% of 2019 

Receipts  
2018 

Receipts 
2017 

Receipts 

Revenues   348,473 348,473 318,182 91 296,511  228,679  

Tax revenues 168,559 168,559 182,612 108 138,000 104,000 

Non-tax revenues 179,914 179,914 135,570 75 158,511 124,697 

In respect to revenue collection plan, the municipality collected 91%which shows a positive trend 

in collection of tax revenues over years. We have conducted substantive testing and compliance 

testing of 14 samples. 
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Issue A 15 – Failure to verify current state of properties   

Finding  Law No. 06/L-005 on Immovable Property Tax, Article 15 para 2 requires 

for inspection activities to be carried out each year for at least 20% of all 

objects within the territory of the Municipality.  

Of 3,850 properties recorded in the property tax data base, the Municipality 

has managed to verify only 36 registered properties or 1%, which is due to 

problems that municipal officers had encountered with operation of 

equipment, absence of tablets, training on program and network failure.    

Impact Low level of property inspection may impact on incomplete information for 

actual taxable property and inaccurate estimation of revenues from property 

tax.      

 The Mayor should ensure that equipment are made operational, trainings 

are delivered on program application and inspection for property tax in 

accordance with the law is initiated in order to integrate all potential 

changes in the municipality’s data base of existing properties.      

  

 
5 Issue A and Recommendation A - means new issues and recommendations.  
Issue B and Recommendation B - means repeated issues and recommendations.  
Issue C and Recommendation C - means partially repeated issues and recommendations. 
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Issue C1 – Deficiencies in property tax management   

Finding  The Municipality failed to make rectifications of the two cases identified last 

year in the report. 

In one case the financial card has presented a wrong record of the unpaid 

payment. According to the financial card, the taxpayer paid the value of 

€4,322 on behalf of the property tax for 2018, while it did not appear at all in 

the report of this revenue. The real debt of this taxpayer for 2018 amounts to 

€3, while at the end of the year, the taxpayer was in prepayment in the 

amount of €4,319. Officials had made a request to rectify this error, however 

the required rectification has not taken place yet; and  

In the other case, the taxpayer’s data have not been calculated in the system. 

For the category of the building Fish Farm in zone IV, the set value was €100 

per m2 instead of €350 per m2, as foreseen. The officials in charge have not 

fulfilled their obligation through the action plan for implementation of 

recommendations.  

Impact Lack of assessment in accordance with legal acts has a financial impact, 

which in particular cases is to the detriment of the Municipality and to the 

benefit of taxpayers and vice versa. Delays in updating the financial card 

and invoice cause ambiguity and no relation with the presented data.     

Recommendation C1 The Mayor should ensure that officials in charge make the rectification in 

the property tax data base in accordance with the laws and regulations.  

Issue A 2 – Non-issuance of invoices/decision on business tax    

Finding  Municipal Regulation on Taxes, Article 3, requires that upon registration of 

a business the annual tax amount is set by decision and served on business 

entities by no later than one month prior to start of the calendar year.  

In 2019, the Municipality of Shterpce failed to bill property tax to businesses. 

We were not provided with the unbilled amount. The situation is as such 

due to negligence of officers in charge.  

Impact Non-issuance of invoices (decisions) on business tax directly impacts on fall 

of revenues and non-achievement of objectives planned by Municipality.   

 The Mayor should ensure that the officers in charge are performing their 

duties and responsibilities regarding business tax amount and for service of 

decisions to business entities.   
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2.1.2 Wages and Salaries  

The final budget for Wages and Salaries in 2019 was €2,178,905 of which €2,142,704 were spent. 

The approved number of employees by budget law was 519, whereas by the end of the year the 

number was 393. During 2019, there were employed three (3) new staff. We have conducted 

substantive testing of 29 samples in amount of €12,056, and compliance testing of 15 samples.  

 

Issue C2 – Engagements without recruitment procedures through Special Service Agreements  

Finding  Pursuant to Law No. 03/L-149 on Civil Service, Article 12 para 4, simplified 

recruitment procedures shall be applied for appointments through Special 

Service Agreements. 

The Municipality keeps engaging people through the Special Service 

Agreements without applying recruitment procedures; it engaged the 

municipal general attorney which position is addressed under the law on 

civil servants. That is because there were no vacant positions within the 

administration department.  

Impact By avoiding the recruitment procedures, competition is reduced and risk of 

hiring inadequate individuals for specific positions is increased.   

Recommendation C2 The Mayor should ensure that for each service agreement contract 

engagement simplified recruitment procedures are applied to.  

2.1.3 Goods and Service  

The final budget of Goods and Services in 2019 was €465,564, of which €394,997 were spent. They 

mainly relate to utilities, travels, telecommunication services, purchase of furniture and 

equipment, fuels, registration and security services, maintenance, etc. We have conducted 

substantive testing of 18 samples in amount of €105,994, and compliance testing of 5 samples. 

2.1.4 Subsidies and Transfers  

The final budget of Subsidies and Transfers in 2019 was €49,631 of which €31,300 were spent. They 

mainly relate to immediate assistance and UNDP project Integrated Territorial Development. 

We have conducted substantive testing of 5 samples in amount of €31,000, and compliance testing 

of 5 samples. 
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Issue A 3 – Lack of feedback with evidence justifying the subsidy  

Finding  The Agreement between the Municipality and Subsidy Beneficiary, Article 4 

– Obligations of Beneficiary, defines that the Beneficiary shall provide the 

contracting authority with a written report and financial report on spent 

funds.  

In four out of the five tested samples in joint amount of €1,000, the subsidy 

beneficiaries provided no financial report nor evidence to prove that the 

subsidy was used for the purpose. This has occurred due to negligence of 

officers in charge to implement the terms of the agreement in case of failure 

to report.       

Impact Failure of the subsidy beneficiary’s to report on reaching subsidised 

purpose increases the risk of funds being used for other purposes and 

defined objectives not achieved, thus impacting on damaging the budget.    

 The Mayor should ensure that subsidy beneficiaries report on the way they 

use funds as per the criteria stipulated in the agreement; otherwise, in case 

of failure to report, the terms of the agreement shall be applied. 

2.1.5 Capital Investments 

The final budget for capital investments in 2019 was €1,273,544, of which €964,095 were spent. 

They relate to expenditures for infrastructure improvements, construction of roads, sewage, 

sidewalks, maintenance, equipment and different improvements of capital assets. We have 

conducted substantive testing of 12 samples in amount of €884,003, and compliance testing of 5 

samples.  

2.1.6 Common Issues on Goods and Services and Capital Investments  

The following common issues relate to Goods and Services and Capital Investments: 
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Issue A 4 – Unfair presentation in financial statements  

Finding  Regulation MF No. 01/2017 on annual financial statements of budget 

organisations, Article 14, requires that revenues the Municipality 

planned/collected during the year are presented under cash receipts.   

Under Note no. 12, the borrowings cash receipt was wrongly presented as 

initial budget in amount of €24,000, final budget in amount of €31,000 and 

budget outturn in amount of €12.000. The same mistake is reflected to 

Article 14.6 regarding the amount of the initial budget.   

We advised the municipal officials to remove the amounts from Note no. 12, 

but Municipality refused to do so.  

Impact Wrong presentation of funding from borrowings impacts on inaccurate 

information received by users of financial statements regarding revenues of 

municipality generated through daily activities.   

 The Mayor should ensure that borrowings are presented in financial 

statements according to the regulation on Annual Financial Reporting of 

Budget Organisations.  



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

 15 

2.2 Capital and non-capital assets 

The amount of capital assets disclosed in AFS is €14,338,995, that of non-capital assets is €101,835 

and of stocks is €5,526. We have conducted substantive testing of 26 samples in amount of 

€905,933, and compliance testing of 9 samples.  

 

Issue B1 – Deficiencies in asset management   

Finding  Pursuant to Regulation No. 02/2013, Article 4, Chief Administrative Officer 

is responsible for adoption of internal rules and procedures on recording, 

preservation, and alienation of non-financial assets. There are no internal 

procedures for assets management in the Municipality yet.  

The Regulation No.02/2013 on Management of Assets, Articles 19 and 21, 

require the establishment of Assets Inventorying Commission and Assets 

Evaluation Commission. Even this year this requirement of the regulation 

has not been implemented yet.     

Article 19.3.3.on AFS requires disclosure of stock under the possession of 

Municipality. The amount of €5,526 disclosed in AFS, presents only the 

amount of stocks in the municipality building, whereas stocks in the health 

and education premises were not presented because they had not been 

subject to counting process.     

This occurred due to lack of knowledge, negligence and refusing attitude of 

officials to be engaged in commissions.  

Impact Failure to update the assets register and non-reconciliation of inventory 

situation with the accounting registry situation may impact on misuse or 

loss of assets and the value of property of the organisation’s property be not 

accurate.   

Recommendation B1 The Mayor should ensure that controls in management and reporting of 

assets are increased and that they are implemented in accordance with the 

legal requirements. 
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5 – Improper management of medical equipment purchase  

Finding  Pursuant to Regulation no. 02/2013, Article 2.1, all budget organizations are 

obliged to take the necessary measures for documenting, preserving, 

recording, alienation and reporting of non-financial assets with the aim of a 

more effective, efficient and economic management for the purpose of 

protection of non-financial assets from damage and misuse. 

In our testing of 3 out of 12 payments in 2019, we noticed that Municipality 

had purchased special medical equipment in amount of €299,228. However, 

during physical examination we noticed that the equipment were placed in 

the warehouse without being used. In assets register of secondary health 

medical equipment are recorded totalling €461,873, which are unused and 

getting depreciated. Their depreciation accumulated until 2019 has reached 

the amount of €57,040. We conclude that the equipment lost its value prior 

to being used.   

That is due to inadequate assessment of needs because the building 

(hospital) where the equipment was supposed to be placed in had not been 

completely constructed yet.  

Impact Failure to use the purchased and received goods poses a risk of misuse and 

acquisition. At the same time, the storage of equipment for long periods of 

time and not using them can lead to their expiration, which carries 

additional costs for the Municipality from their depreciation. 

 The Mayor should ensure that, in order to adequately manage the budget, 

the planning of procurement needs is well implemented before any required 

delivery of goods or equipment is requested.   

2.3 Receivables  

The Municipality disclosed in the 2019 AFS receivables in amount of €2,332,083. This is made of 

property tax in amount of €2,116,653 and business’ taxes in amount of €215,430. 
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Issue B2 – Inadequate management of accounts receivable  

Finding  Law no. 06/L-005 on Immovable Property Tax, Article 30 para1, defines that 

if after one hundred and eighty (180) calendar days from the last day for 

payment, in accordance with paragraph 1 of Article 27 of this Law, the 

payment has still not been made, the Municipality shall adopt a decision on 

the execution of outstanding tax liabilities that have exceeded the amount of 

three hundred (300) Euros. The decision shall be adopted within ten (10) 

business days.   

According to report of the Ministry of Finances, regardless that the 

Municipality by the end of 2019 managed to collect €182,612 or around 9% 

of the total debt, property tax debts towards municipality amount 

€2,116,653. In other words, property tax debt is increasing from year to year. 

Finding  Regulation on municipal taxes, fees, and penalties, Article 3, taxes on 

business activities, paragraph 3, obliges the business entities to pay all 

financial obligations of previous years. 

The municipality did not manage to collect business tax debts of previous 

years. The debts to municipality under this category of tax amount €215,430, 

which is increased by 9% compared to last year. That is because the officials 

in charge failed to undertake the steps defined in the action plan for 

implementation of recommendations.    

Impact Failure to apply the mechanism stipulated in the regulation affects the 

continued increase of such accounts resulting in lower funds to achieve the 

objectives, and encourages the other debtors not to pay their obligations.   

Recommendation B2 The Mayor should ensure that laws and regulations for collection of debts 

from property tax and business tax are implemented, and that internal 

controls for avoiding debt build-up is strengthened. 

2.4 Liabilities 

2.4.1 Outstanding Liabilities 

The statement of liabilities to suppliers at the end of 2019 was €2,499. These liabilities are carried 

forward to be paid in 2020.  

2.4.2 Contingent Liabilities 

The statement of contingent liabilities at the end of 2019 was €8,384 which relate to judicial 

proceedings the municipality was involved in.  
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2.4.3 Contractual Obligations  

The statement of contractual obligations to suppliers at the end of 2019 was €777,5026. These 

obligations are related to signed contracts/agreements which are to be paid in the years to come.  

 

2.5 Internal Audit function  

The Internal Audit Unit (IAU) operates with one auditor who is the Head of the unit. There is also 

established the Audit Committee (AC) composed of the Chairperson and two members. In 2019, 

the AC held four regular and two extraordinary meetings discussing the internal audit reports and 

NAO report for 2019. 

IAU prepared the strategic plan and the annual plan for 2019. It has carried out the six planned 

audits wherein it made 21 recommendations. The internal audit reports have been regularly 

prepared by the IAU ad they were submitted to management as per the annual plan. The IAU 

reported regularly through semi-annual reports on internal audit activities.  

3 Progress in Implementing Recommendations  

Our audit reports on the 2019 AFS of Municipality of Shterpce resulted in 16 recommendations. 

The Municipality prepared an Action Plan stating how the recommendations will be 

implemented. It also submitted the report on progress in implementing recommendations under 

requests deriving from the Rules of Procedure on implementation of Audit and action plans.    

At the end of the 2019 audit, nine (9) recommendations were implemented, two (2) were under 

implementation, two (2) were not addressed yet, and three (3) were closed.  

For a more thorough description of the recommendations and the way they have been addressed, 

see Table 4 (or Table of Recommendations).  

 
6 This amount is presented b the audited entity 
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Table 4 Summary of recommendations for previous year and for 2019 

No. Audit area Recommendations of 2018  Actions 

undertaken  

Status 

1 Annual Financial 
Statements  

The Mayor should ensure 
that an analysis has been 
made to determine the 
reasons for not addressing 
the significant risks related to 
the completeness of the 
assets and the fair 
classification of expenditures. 
Specific actions should be 
undertaken to address the 
causes systematically to 
ensure correct evaluation of 
capital assets. The Mayor 
should also ensure that 
effective processes are 
established to confirm that 
the AFS production plan for 
2019 addresses all issues 
pertaining to compliance. 
This should also include 
reviewing the AFS by 
Management with particular 
focus on high risk areas 
and/or areas where errors 
were identified in previous 
years. The Declaration made 
by the Chief Administrative 
Officer and Chief Financial 
Officer should not be signed 
unless all the necessary 
checks have been applied to 
the AFS.. 

During our 
audit, we noticed 
no 
misclassification 
of expenditures 
and payment 
were registered 
in the assets’ 
registers, as 
required.  

Recommendation 
implemented 

2 Revenues   The Mayor should order the 
property tax officer to 
conduct regular analysis of 
the list of taxpayers, as well 
as to send last remarks to all 
owners of private buildings 
whose debts are particularly 
high to ensure that the rules 
of legality are used in 
accordance with laws and 
regulations. In particular, 
mechanisms to identify 
taxpayers who possess more 

Rectifications of 
errors in two 
property tax 
cards have not 
been done yet.  

Recommendation 
under 
implementation 
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than one residential area 
should be established and 
the correct categorization of 
buildings for the calculation 
of the tax equity should be 
applied. 

3 Wages and Salaries  The Mayor should ensure 
that employees with special 
service agreements are 
engaged only when there are 
special requirements and that 
simplified employment 
procedures are applied for 
those services, which will not 
last more than six months. 
For all job positions, funds 
should be ensured to be 
budgeted from the category 
of Wages and Salaries and 
that payments should be 
made through the payroll 
system. 

There is one case 
engaged with no 
procedure 
conducted     

Recommendation 
under 
implementation 
  
 

4 
 

The Mayor should determine 
the responsibilities of those 
who by their actions brought 
the Municipality into this 
disadvantageous situation 
and should undertake the 
measures foreseen in 
accordance with the law and 
strengthen internal controls 
that the Law on Labour and 
the applicable 
Administrative Instruction 
are applied when dismissing 
other employees. 

There were no 
such cases for 
testing in 2019 

Recommendation 
implemented  

5  The Mayor should determine 
the individual 
responsibilities for violating 
the law when applying the 
competition procedures and 
should strengthen internal 
controls that when hiring 
new officials in the future, 
the applicable Labour Law 
and regulations are 
respected. 

There were no 
such cases for 
testing in 2019  

Recommendation 
closed as 
unimplemented 
 

6 Goods and 
Services, and 
utilities   

The Mayor should take 
measures and actions 
through which payments are 

We noticed no 
such cases from 
out testing 

Recommendation 
implemented 
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made only for clearly 
specified requirements. 

7 
 

The Mayor should 
strengthen the controls 
during project development, 
ensuring that before the 
initiation of the procurement, 
each project has sufficient 
funds for its execution.  

We noticed no 
such cases from 
out testing 

Recommendation 
implemented 
 

8  The Mayor should establish 
controls on the receipt of the 
ordered goods/services to 
ensure that there is clear 
evidence that the goods 
requested have been 
delivered to the final users 

We noticed no 
such cases from 
out testing 

Recommendation 
implemented 
 

9  The Mayor should ensure 
that planning of procurement 
needs is well implemented 
before any required delivery 
of goods or equipment is 
requested. 

Recommendation 
of 2019 is given 
under Assets 
given that it 
related to assets 
depreciation. 

Recommendation 
closed as 
unimplemented 
 

10 Capital investments The Mayor should ensure 
that controls are established 
in the coming period when 
determining the exact needs 
so that there is no repetition 
of tender procedures. 

We noticed no 
such cases from 
out testing 

Recommendation 
implemented 
 

11  The Mayor should ensure 
that all payments are 
supported by evidence. The 
Mayor should ensure that 
controls on the 
implementation of these 
agreements are strengthened, 
in particular by seeking 
periodic reports from 
partners on the progress 
made against the funds 
spent. The Municipality 
should prepare the final 
report for the 
implementation of the 
projects funded so far. 

We noticed no 
such cases from 
out testing 

Recommendation 
implemented 
 

12  The Mayor should ensure 
that tendering procedures 
are conducted in accordance 
with the PPL procedure and 
within the foreseen deadlines 
that contracts are signed after 

We noticed no 
such cases from 
out testing 

Recommendation 
implemented 
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signing the fund availability 
report and ensure the 
necessary documentation for 
the projects in accordance 
with the requirements of the 
Law on Construction as well 
as the requirements set out in 
the Memorandum of 
Understanding 

13 Capital and non-
capital assets 

The Mayor should ensure 
that controls on asset 
management and reporting 
are enhanced so that 
management and reporting 
are implemented in 
accordance with legal 
requirements. It should be 
ensured that the co-financing 
agreements with the Ministry 
clarify ownership of the 
facilities after their 
construction. It is also 
indispensable to increase the 
co-operation between asset 
officers and Treasury officers 
in order to enable the 
registration of new 
investments in existing 
facilities as an additional 
element in the base value of 
the facility. 

No actions were 
undertaken to 
implement the 
recommendation  

Recommendation 
unimplemented 
 

14 Receivables  The Mayor should analyse 
the reasons about the 
continuous increase of 
receivables, both from 
property tax and business 
tax, and strengthen internal 
control to avoid their 
continued increase. And 
through the implementation 
of AI no. 07/2011 on the 
Orders of banning the 
Utilities, and Articles 18 and 
19 of Law no. 03/L-204 on 
Taxes on Immovable 
Property, which are related 
to mandatory payment and 
loss of property, to impose 
payment of obligations to all 
taxpayers. 

Accounts 
receivables keep 
increasing 

Recommendation 
unimplemented 
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15 IAU The Mayor should take 
concrete actions to execute 
the Action Plan regarding the 
execution and 
implementation of 
recommendations given by 
IAU and ask from the 
responsible officials to whom 
the recommendations have 
been addressed to formally 
report on the implementation 
of the recommendations 
given. 

We noticed no 
such cases from 
out testing 

Recommendation 
implemented 
 

16 Management 
Reporting, 
Accountability and 
Risk Management 

The Mayor should ensure the 
risk assessment by 
identifying key objectives, 
potentially problematic areas 
and risk mitigation measures 
at an acceptable level. The 
direct responsibility of the 
delegated risk management 
is necessary from a relevant 
director who, in co-
ordination with the unit 
managers, will manage this 
process and report on risk 
management on a monthly 
basis. 

The National 
Audit Office has 
not addressed 
this Section in 
the Audit Report 
of 2019 

Recommendation 
closed as 
unimplemented 
 

No. Audit area Recommendations of 2019 

1 Revenues   
The Mayor should ensure that equipment are made operational, 

trainings are delivered on program application and inspection for 

property tax in accordance with the law is initiated in order to 

integrate all potential changes in the municipality’s data base of  

existing properties. 

2 Revenues   
The Mayor should ensure that officials in charge make the 

rectification in the property tax data base in accordance with the laws 

and regulations.  

3 Revenues   
The Mayor should ensure that the officers in charge are performing 

their duties and responsibilities regarding business tax amount and 

for service of decisions to business entities. 

4 Wages and Salaries   
The Mayor should ensure that for each service agreement contract 

engagement simplified recruitment procedures are applied to. 
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5 Subsidies and 

Transfers  

The Mayor should ensure that subsidy beneficiaries report on the 

way they use funds as per the criteria stipulated in the agreement; 

otherwise, in case of failure to report the terms of the agreement shall 

be applied. 

6 Common issues on 

goods and services, 

and capital 

investments 

The Mayor should ensure that borrowings are presented in financial 

statements according to the regulation on Annual Financial 

Reporting of Budget Organisations. 

7 Capital and Non-

capital assets 

The Mayor should ensure that controls in management and reporting 

of assets are increased and that they are implemented in accordance 

with the legal requirements. 

8 Capital and Non-

capital assets 

The Mayor should ensure that, in order to adequately manage the 

budget, the planning of procurement needs is well implemented 

before any required delivery of goods or equipment is requested. 

9 Receivables  
The Mayor should ensure that laws and regulations for collection of 

debts from property tax and business tax are implemented, and that 

internal controls for avoiding debt build-up is strengthened. 

*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 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. 
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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  

 


