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The National Audit Office of the Republic of Kosovo is the 

highest institution of economic and financial control and is 

accountable to the Assembly of Kosovo for its work. 

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 Kamenica Municipality, 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 the Team 

Leader, Pleurat Isufi, and team members Milosh Petrovic and 

Gazmend Namani, under the management of the Audit 

Department Director Astrit Bllaca.  
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Executive summary  

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

The Annual Financial Statements were prepared in line with the MoF Regulation. No. 01/2017 on 

Annual Financial Reporting by Budget Organizations. 

Financial management and control requires further improvements including the area of subsidies, 

capital investments, asset management, and issues related to accounts receivable management. 

The implementation of prior year recommendations shows that out of nine recommendations, the 

municipality has implemented five, two have not been implemented and two were considered 

closed. 

Opinion of the Auditor General1 

Unmodified Opinion  

For more details, refer to Section 1 of this report.  

Management’s Response to audit 2019  

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

recommendations given. The National Audit Office acknowledges the co-operation of the 

management and staff 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 Kamenica Municipality’s operations, 

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

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

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

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

effectively conduct of audit. Audit findings should not be regarded as representing a comprehensive 

overview of all the weaknesses that may exist, or of all improvements that could be made to the 

systems and procedures operated.  

The following chapters provide a detailed description of the audit findings and recommendations 

in each audited area. Management’s response to audit findings can be found in Annex II. 
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1 Audit Opinion on the Annual Financial Statements 

We have audited the AFS of Kamenica Municipality 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 according to cash basis of accounting. 

Basis for the Opinion  

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

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

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

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

is independent from the Municipality. We believe that the obtained audit evidence is sufficient and 

appropriate to provide a basis for our audit opinion.  

Responsibility of Management for AFS  

The Mayor 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 of Accounting. In addition, the Management is responsible 

for establishing internal controls, which the management determines as necessary to enable the 

preparation of financial statements that are free from material misstatements, whether due to fraud 

or error. This includes the fulfilment of requirements set forth in 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’ financial reporting process. 

Auditor General’s Responsibility for the audit of the AFS 

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

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

financial statements are free from material misstatements. 
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Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 

accordance with ISSAIs will detect every material misstatement that might exist. Misstatements may 

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

influence the decisions taken on the basis of these AFS.   

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

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

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

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

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

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

the entity’s internal control.  

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

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

presentation of the financial statements.  

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

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

identified during the audit.  

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

or other legal or administrative prohibitions in accordance with applicable legislation 
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2 Financial Management and Control 

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

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

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

as the internal audit function.  

Financial Management and Control Conclusion  

Controls over the granting of subsidies by the municipality, the classification of expenditures in the 

adequate economic category, the management of assets and the decrease of accounts receivable are 

areas where the municipality is required to take action to improve them.    

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 following tables: 

Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget2 
2019 

Outturn 

 % of   

Outturn 
2019 

2018 
Outturn 

2017 
Outturn 

Source funds:  9,359,447 9,814,011 9,050,689 92 8,735,010 7,674,953 

Government Grant – 
Budget   

8,040,173 8,040,173 7,979,945 99 8,008,232 6,848,247 

Carried forward from 
previous year3–  

 453,994 296,660 65 143,724 243,164 

Own source revenues4  1,229,125 1,229,125 696,648 57 568,584 549,170 

Domestic donations  0 82,029 71,401 87 11,320 3,973 

External donations  0 2,484   495  

Financing from 
borrowing  

90,149 6,206 6,035 97 2,655 30,399 

                                                      
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 activities.  
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The final budget compared to the initial budget was increased by €454,564. This increase is a result 

of the own source revenues carried forward from the previous year as well as external and domestic 

donations. 

In 2019, the municipality spent 92% of the final budget or €9,050,689, with an improvement of 2% 

compared to 2018. 

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

Description 
Initial 

Budget 
Final 

Budget 
2019 

Outturn 

% 
Outturn 

2019 

2018 
Outturn 

2017 
Outturn 

Spending of funds by 
economic categories 

9,359,447 9,814,011 9,050,689 92 8,735,010 7,674,953 

Wages and Salaries 7,114,526 7,160,236 6,876,338 96 6,899,838 6,722,121 

Goods and Services  956,558 1,018,624 787,975 77 691,872 446,286 

Utilities 184,000 198,362 185,833 94 162,921 233,519 

Subsidies and Transfers 200,000 210,230 200,813 96 112,765 31,600 

Capital Investments  904,363 1,226,559 999,730 82 867,614 241,427 

Explanations for changes in budget categories are given below: 

 The final budget for salaries was increased by €45,710. This increase comes from own source 

revenues. 

 The final budget for Goods and Services was increased by €62,066. The budget was increased 

from revenues carried forward in the amount of €144,996, while it was decreased by €83,943, 

for funds from financing from borrowing which were transferred to the Ministry of Health. 

 The final budget for Utilities category was increased by €14,362. This increase comes from 

revenues carried forward. 

 The final budget for the category of Subsidies was increased by €10,230. This increase comes 

from revenues carried forward. 

 The budget for Capital expenditures was increased by €322,196. The budget was increased 

from revenues carried forward by €238,696 and from donations by €83,500. 
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Issue A1 – Misclassification of expenditures in economic categories  

Finding  According to Article 18, para 3 of Regulation 01/2013 / MoF on Public Funds 

Expenditure, expenditures must have adequate codes, defined by the 

Administrative Instruction for the chart of accounts. The Treasury chart of 

accounts defines the relevant codes and categories of expenditures that BOs 

should apply. 

 Payments in the amount of €74,582 for salaries for teaching employees 

were paid through court decisions from the category of goods and 

services and capital investments (€54,823 from goods and services, 

€19,759 from capital investments). This happened after the payments 

were made by the Treasury-Ministry of Finance. 

 The payment in the amount of €8,000 was made from the category of 

subsidies for a Non-Governmental Organization to conduct an analysis 

on the investment potential (investment opportunities) in the 

Municipality of Kamenicë. This payment belongs to the category of 

goods and services. Municipal officials thought that the payment 

belonged to the category of goods and services. 

Impact Payments made from the inadequate category lead to the presentation of 

wrong records in the municipality's Financial Statements, where the data for 

expenditure categories are inaccurate and, as such, provide misleading 

information to the users of the AFS. 

 The Mayor should ensure that all necessary actions are taken to plan 

expenditures in adequate budget allocations or to redistribute funds, and 

payment and recording of expenditures is conducted according to adequate 

economic codes. 

2.1.1 Revenues  

Revenues generated by the municipality in 2019 were in the amount of €745,860. They relate to 

revenues from property tax, revenues from construction permits, administrative fees, revenues from 

business activities, revenues from rent, etc. 

 

Table 3. Revenues (in €) 

Description  
Initial 

Budget 
Final 

Budget 
2019 

Receipts   

% of 
Receipts 

2019 

2018 
Receipts 

2017 
Receipts 

Total of revenues  1,229,125 1,229,125 745,860 61 764,437 635,564 
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Tax revenues  359,258 359,258 368,999 103 320,970 260,370 

Non-tax revenues  869,867 869,867 376,861 43 443,467 375,194 

The municipality also had indirect revenues in the amount of €124,352. Indirect revenues consist of 

revenues from police fines €93,249, revenues from court penalties €915 and revenues from the Forest 

Agency €30,188. We tested 14 samples for substantive tests in the amount of €15,380 as well as 10 

samples for compliance tests. 

2.1.2 Wages and Salaries  

The final budget for 2019 is €7,160,236 while €6,876,338 was spent. The number of employees 

according to the budget was 1,186 while at the end of the year their number was 1,148. During 2019, 

39 new people were employed. We tested 100 samples for substantive tests in the amount of 

€343,701, as well as nine samples for compliance tests. 

 

2.1.3 Goods and Services   

The final budget for Goods and Services in 2019 was €1,216,986, including the Utility budget, of 

which €973,808 was spent. They are mainly related to the purchase of materials, office supplies, rent, 

fuel, repairs and maintenance, etc. We tested 20 samples for substantive tests in the amount of 

€165,850 as well as five samples for compliance tests. 

2.1.4 Subsidies and Transfers 

The final budget for Subsidies and Transfers was €210,230, of which €200,813 was spent in 2019. 

They are mainly related to payments for individual beneficiaries, and subsidies for public entities. 

We tested five samples for substantive tests in the amount of €15,550 as well as five samples for 

compliance tests. 
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Issue A2 – Evaluation of scholarship application in incompliance with the Public Call  

Finding  The Public Call which was intended to provide scholarships to students 

(Sh.02 No. 30747) determines that the documents required for application are: 

Identification document; Certificate of grades (except for students enrolled in 

the academic year 2019/20); Certificate of the calendar year of studies; 

Certificate of residence; Confirmation from the faculty that the student is not 

a beneficiary of the scholarship; and Bank confirmation of the applicant's 

account. 

During the testing of the amount of €15,000, we found that the evaluation of 

candidates' applications was done using additional criteria which were not 

announced in the public call, such as; Grade point average, Deficit branch and 

Public Faculty, which based on these additional unannounced criteria, 127 

students were unfairly eliminated from receiving the scholarship. We have 

not received any clarification from municipal officials on the use of additional 

criteria. 

Impact The use of criteria which have not been set out in the Public Call discourages 

students from applying for future subsidies, and also poses a risk that the 

criteria used will be tailored to a particular group of applicants. 

 The Mayor should ensure that the evaluation of candidates' applications is 

done according to the criteria set in the Public Call, while the beneficiaries of 

the scholarship are all those who meet these criteria. 

Issue A3 – Non-preparation fo the annual plan for financial support to NGO  

Finding  MoF Regulation No. 04/2017 on Criteria, Standards and Procedures for 

Public Funding of NGOs, Article 6.1 stipulates that “Providers of financial 

support should prepare the annual plan of financial support for NGOs at the 

latest 30 days after the approval of the annual budget of the Republic of 

Kosovo and should send it to respective office for good governance at the 

Prime Minister's Office of the Republic of Kosovo.”     

The municipality did not prepare the Annual Plan for financial support to 

NGOs. Municipal officials were unaware that such a plan would have to be 

prepared. 

Impact Non-preparation of the annual plan for financial support of NGOs presents 

lack of information as which areas will be supported by the municipality, as 

well as the purposes for which these funds are provided.  
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 The Mayor should ensure that the Annual Financial Support Plan for NGOs 

is prepared and the same ensures that it contains all the requirements set out 

in the Regulation for Financial Support Regulation. 

2.1.5 Capital Investments  

The final budget for capital investments was €1,226,559, of which €999,730 was spent in 2019. They 

are related to projects for the construction of roads, buildings, various repair projects, the purchase 

of equipment, etc. We tested 21 samples for substantive tests in the amount of €463,687, as well as 

five samples for compliance tests. 

 

Issue A4 –Lack of executive project              

Finding  According to Law on Public Procurement, Article 28.10, Contracting 

authority is responsible for the design of the Executive Project which should 

be necessarily attached (in an electronic copy as well) to the Technical 

Specifications, which are part of the Tender Dossier. No contracting authority 

is permitted to issue tender documents without attaching a detailed project 

description 

During the testing of the tender dossier Asphalting of Local Roads in the town 

and villages in the amount of €161,804, the municipality lacked an executive 

project in the tender dossier. This was because officials had no knowledge 

that such a thing should be done. 

Impact Initiation of the procurement procedure in the absence of an executive project, 

in addition to not being considered a legal requirement, it poses a risk of poor 

performance of works and may result in unforeseen costs during the 

performance of works. 

 The Mayor should ensure in advance that when contracting works the 

competent levels have drafted the project in accordance with the foreseen 

needs and requirements. 

 

 



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

 

14 

2.2 Capital and Non-capital Assets  

The value of capital assets presented in the AFS is €63,440,207, non-capital assets is €162,500, and 

stocks €712. We tested 31 samples for substantive tests in the amount of €474,124, and we performed 

compliance tests. 

 

Issue A4 – Weaknesses in asset management  

Finding  MoF Rule. 02/2013 on Management of Non-Financial Assets by Budget 

Organizations, Article 6, para  3 stipulates that capital assets must be 

registered in KFMIS, while non-capital assets and stocks must be registered 

in the "e-assets" system. Article 22, para 3 also stipulates that "All non-

financial capital and non- capital assets are subject to depreciation rates." 

Three items in the amount of €47,371 were not registered in the asset register 

over €1,000. According to the court decision, a payment was made for the 

expropriation of the property in the amount of €18,014 and for the renovation 

of the family medical centre in the amount of €15,957, as well as one for the 

drafting of executive projects in the amount of €13,400. According to the 

responsible official, this happened in the absence of information because the 

payments were made through court decisions. 

The net asset value under €1,000 presented in the AFS is €162,500, but the 

asset is not depreciated in the e-asset system, therefore, we cannot confirm its 

status. In addition, four items in the amount of €1,378 were not registered in 

the e-assets system. According to municipal officials, the depreciation has not 

taken place because the e-assets system has not been operational since 

December 2019. 

Impact Non-registration of assets and lack of depreciation affects the 

overestimation/underestimation of the asset register and, consequently, 

makes the information presented in the AFS to be inaccurate. 

 The Mayor should ensure that purchased items are recorded in the relevant 

asset registers in accordance with the requirements of the regulation on asset 

management, and in co-operation with the responsible officials who manage 

the e-assets system to depreciate it. 
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Issue B1- Inventory of assets  

Finding  According to Regulation 02/2013 on Non-financial Assets, Article 18 

stipulates that the inventory of assets is done in order to verify the accuracy, 

quality and physical condition of non-financial assets and according to 

Article 19.4.3 the Commission is responsible for comparing the status of 

inventory with the situation in the registers of non-financial assets. 

The assets inventory commission has prepared an inventory report, but this 

report did not contain information on the condition of the assets as a whole. 

The report identified assets that were out of use or which were defective, 

while for assets that are in use there is nothing mentioned in the report. The 

assets are not harmonised/compared with the general asset register and the 

e-asset register. Municipal officials did not provide explanations for non-

compliance with the requirements of the regulation. 

Impact The lack of disclosure of the accurate condition of assets in the inventory 

report and the non-comparison of inventory reports with asset registers 

reflects weaknesses in asset management and, consequently, affects the 

incorrect presentation of the asset value. 

Recommendation B1 The Mayor should ensure that the inventory of assets is carried out according 

to the regulation in force. The Mayor should also ensure that inventory 

reports are compared with asset registers and that asset registers are updated 

according to the recent records.  
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2.3 Receivables  

In the 2019 AFS, BO disclosed receivables in the amount of €1,978,271. This amount consists of 

Property Tax €1,402,804, Municipal Business Registration Tax €423,612, Rent €8,620, Construction 

Permit Tax 87,748 and Tax for using public areas €85,487.  

 

Issue B2 – Management of accounts receivable  

Finding  According to Article 26 of Law on Immovable Property Tax 06-L 005, The 

Municipality, the Ministry of Finance and the competent enforcement bodies 

shall have the authority and competences granted by this Chapter to collect 

outstanding tax liabilities which exceed the amount of ten (10) Euros and 

Article 27 If a taxpayer or debtor fails to fully pay the tax and fine if any, or 

outstanding tax liabilities, according to stipulated deadlines, the Municipality 

shall issue a final written notice within ten (10) business days after the last 

day for payment, requiring full payment of outstanding tax liabilities, not 

later than ten (10) calendar days after the day when the final notice is 

considered to be received by the debtor.      

The municipality has not undertaken any activity for property tax receivables 

in the amount of €1,402,804 to collect as provided for by the law on property 

tax. 

According to regulation 01/2016 on charges, tax, fees and municipal fines, 

Article 8, para 8, provides that fees are annual and are paid in two instalments 

(first instalment until 15 June and second instalment until 15 December 15). 

Receivables from the Municipal Business Registration Tax were in the 

amount of €423,612, and from Tax for the use of public areas in the amount 

of €85,487, for which the municipality did not take any action to collect them 

as provided for by regulation. 

Impact Failure to apply the mechanisms prescribed by law affects the continued 

growth of these accounts resulting in insufficient funding to achieve the goals 

and encourages other debtors not to pay their liabilities. 

Recommendation B2 The Mayor should ensure the implementation of laws and regulations for 

property tax debt collection, sale of services, business taxes and strengthen 

internal control to avoid their continued increase.  
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2.4 Liabilities   

2.4.1 Outstanding liabilities  

The statement of liabilities ate the end of 2019 was €96,062. These liabilities are carried forward to 

be paid in 2020.  

 

Issue A6 – Delays in payment of invoices  

Finding  Article 37.1 of Financial Rule 01/2013 MoF, stipulates that all invoices 

received by the budget organization must be paid within 30 days if not 

otherwise foreseen by contract. 

Four invoices in the amount of €19,209 were paid after the expiration of the 

30-day period. The reasons for the delay in the payment of invoices were the 

lack of budget. 

Impact Delays in the execution of payments may affect the municipality to incur 

additional court/enforcement costs for services/goods purchased 

 The Mayor should ensure that all invoices are paid within the legal deadline 

and the ordering of goods, works or services is done only when the 

municipality provides funds in advance or allocates sufficient budget funds 

for payment. 

2.4.2 Contingent liabilities  

The statement of contingent liabilities at the end of 2019 was €157,871. They consist of jubilee salaries 

in Education €66,660 and civil disputes €91,211. 

 

Issue A7 – Overestimation of contingent liabilities  

Finding  According to MoF Regulation No. 01/2017 On Financial Statements by 

Budget Organizations, Article 18 stipulates that: Budget Organizations in 

accordance with the Law on Public Financial Management and 

Accountability (LPFMA) shall report all contingent liabilities. 

The Municipality has erroneously presented in the AFS the amount of €24,000 

as a contingent liability, while this value in fact should have been €2,400, so 

the contingent liabilities were overstated by €21,600. According to municipal 

officials, this was a technical error. 
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Impact Overstatement of contingent liabilities in the AFS affects the provision of 

inaccurate information to the users of the AFS. 

 The Mayor should ensure that the presentation of liabilities is done at the 

correct value according to the requirements of the Law on Public Financial 

Management and Accountability. 

2.4.3 Contractual obligations   

The value of contractual obligations provided to us by the municipality was €112,5785. 

2.5 Internal Adult Function  

The Internal Audit Unit (IAU) operates with three staff members - the head of IAU and two auditors. 

The Internal Audit Unit in the municipality drafted the strategic plan 2019-2021 as well as the annual 

plan for 2019. According to the annual plan, ten audits were planned and all were carried out. These 

audits resulted in 18 recommendations, of which 11 were implemented, six were in process and only 

one was not implemented.

3 Progress in implementing recommendations  

Our audit report on 2018 AFS of Kamenica Municipality has resulted in nine key recommendations. 

The Municipality has prepared an Action Plan stating how all recommendations will be 

implemented.  

The municipality has submitted the Progress Report on the implementation of the recommendations 

(30 September and 15 March) according to the requirements of the Rules of Procedure for the 

implementation of the audit and action plans. 

At the end of our 2019 audit, five recommendations have been implemented, two have not yet been 

implemented and two are considered closed. For a more thorough description of the 

recommendations and how they are addressed, see Table 4 (or Table of recommendations). 

  

                                                      
5 This amount has been presented by the audited entity  
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Table 4 Summary of recommendations of the previous year and of 2019 

No. Audit area  Recommendations  of 2018  Actions 
taken  

Status 

1 AFS The Mayor should ensure that an analysis is 
carried out to determine the reasons for the 
Emphasis of the matter of the Audit Opinion. 
Specific actions should be undertaken to 
address the causes systematically in order to 
eliminate errors in the disclosure of assets and 
capital assets and to confirm their accurate 
assessment.  

Mayor should ensure that effective processes 
have been established to confirm that the draft 
plan of the AFS 2019 addresses all issues 
pertaining to compliance. This should also 
include the review of the AFS by management, 
with particular emphasis on high risk areas or 
fields where errors have been identified in 
previous years. The statement made by the 
Chief Administrative Officer and the Chief 
Financial Officer should not be signed unless all 
the necessary controls have been applied to the 
AFS 

Assets were 
registered in 
the registers. 

Recommend
ation 
implemente
d  

2 Budget 
Planning 
and 
Execution 

The Mayor should make a comprehensive 
assessment of the causes of non-execution of the 
budget in some certain categories and as well as 
to ensure a fair budget planning along with 
aimed projects and budget performance 
monitoring on a regular basis for budget 
execution and avoiding of misstatement 

Budget 
execution 
has not been 
addressed 
this year by 
the CAO 

Recommend
ation closed 

3 Revenues The Mayor should ensure that the necessary 
measures are taken so that the property 
verification is done as it is foreseen by law, in a 
way that the level of revenues from this category 
is increased.  

This year 
properties 
were verified 
according to 
the law 
requirements  

Recommend
ation 
implemente
d 

4 Wages 
and 
Salaries 

The Mayor should ensure that special service 
agreements are concluded after the 
development of simplified recruitment 
procedures, through a public vacancy, 
respecting all legal requirements regarding 
regular employees and for the employed ones 
with special services 

Procedures 
for special 
services have 
been 
developed. 

Recommend
ation 
implemente
d 

5 Capital 
Investment
s 

The Mayor should ensure that concrete 
measures have been taken relating to the 
classification of expenditures.  

There have 
been no such 

Recommend
ation 
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cases this 
year. 

implemente
d 

6 Assets The Mayor should ensure that all properties and 
objects that are in the ownership of the 
municipality in the cadastral registries are 
registered and as well as to form a new 
committee and to carry out the inventorying of 
all municipal property and after the completion 
of this process, the inventoried condition to be 
compared with the general asset registry so that 
the potential differences can be identified and 
then reflected in asset registers. 

The situation 
is the same. 
See Issue B1 

Recommend
ation 
unimplemen
ted 

7 Receivables The Mayor should undertake measures to 
address the failure causes in collection of 
accounts receivables and to ensure effective 
mechanisms for their collection. Moreover, the 
Mayor should ensure that a review of files is 
done for tenant's, generally with tenants to 
whom they have extended contracts without 
clearing out prior obligations, and to establishes 
the appropriate measures in collecting of all 
remained obligations within a reasonable 
period of time and to initiate a process of re-
evaluation of accounts receivable, where all 
accounts will are analysed in terms of oldness, 
significant amounts and real possibilities for 
their collection, and in certain cases to do the 
provisioning or their clearance in case of 
categorization as bad debts.  

The situation 
is the same. 
See Issue B2 

Recommend
ation 
unimplemen
ted 

8 Internal 
Audit 
System 

The Mayor should ensure that the IAU's plan is 
to implement an approach to risk areas by 
assisting the ongoing operational activities, as 
well as a higher focus of the management in 
addressing of recommendations so that the 
benefits from internal audit are as higher. 

Management 
has taken 
action to 
implement 
the 
recommenda
tions 

Recommend
ation 
implemente
d 

9 Managem
ent 
Reporting, 

The Mayor should ensure that a review is 
carried out to determine the form of financial 
and operational reporting to the senior 
management. The budgetary performance, 
including revenues and expenditures, and the 
procurement plan should be subject to regular 
reporting and review by the management. In 
addition, in order to reduce the risk impact to 
acceptable levels, the organization must draft 
the risk register with all appropriate 
measures/actions in order to place under 
control the threats exposed 

This issue 
will not be 
addressed in 
the 2019 
audit report 

Recommend
ation closed 
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No. Audit area  Recommendations of 2019 

 

1 AFS The Mayor should ensure that all necessary actions are taken to plan 

expenditures in adequate budget allocations or to redistribute funds, and 

payment and recording of expenditures is conducted according to adequate 

economic codes 

2 Subsidies The Mayor should ensure that the evaluation of candidates' applications is 

done according to the criteria set in the Public Call, while the beneficiaries of 

the scholarship are all those who meet these criteria 

3 Subsidies The Mayor should ensure that the Annual Financial Support Plan for NGOs is 

prepared and the same ensures that it contains all the requirements set out in 

the Regulation for Financial Support Regulation 

4 Capital 

Investment

s  

The Mayor should ensure in advance that when contracting works the 

competent levels have drafted the project in accordance with the foreseen 

needs and requirements 

5 Assets The Mayor should ensure that purchased items are recorded in the relevant 
asset registers in accordance with the requirements of the regulation on asset 
management, and in co-operation with the responsible officials who manage 
the e-assets system to depreciate it 

6 Assets The Mayor should ensure that the inventory of assets is carried out according 
to the regulation in force. The Mayor should also ensure that inventory reports 
are compared with asset registers and that asset registers are updated 
according to the recent records 

7 Receivables The Mayor should ensure the implementation of laws and regulations for 
property tax debt collection, sale of services, business taxes and strengthen 
internal control to avoid their continued increase 

8 Outstandin
g liabilities  

The Mayor should ensure that all invoices are paid within the legal deadline 
and the ordering of goods, works or services is done only when the 
municipality provides funds in advance or allocates sufficient budget funds 
for payment.  

9 Contingen
t liabilities  

The Mayor should ensure that the presentation of liabilities is done at the 
correct value according to the requirements of the Law on Public Financial 
Management and Accountability.  

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

version shall prevail. 
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Annex I: Explanation of the Different Types of Opinion 

Applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework.  

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

opinion. 

Determining the type of modification to the auditor’s opinion  

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

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

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

appropriate audit evidence, may be materially misstated; and  

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

on the financial statements.  
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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. 

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 

 


