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

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

the Assembly of Kosovo.  

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base for 

holding managers’ of individual budget organisations to account. 

We are thus building confidence in the spending of public funds 

and playing an active role in securing taxpayers’ and other 

stakeholders’ interests in enhancing public accountability.  

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

Supreme Audit Institutions, and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Municipality of Shtime 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 Sabile 

Musa - Team Leader, and Besa Morina and Aida Podrimaj - team 

members, under the management of the Head of Audit Department 

Bujar Bajraktari.  

 

 

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

http://zka-rks.org  
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Executive Summary  

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

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

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

Standards of Supreme Audit Institutions (ISSAIs).   

Our audit focus has been on: 

 

Conclusions  

Conclusion on Annual Financial Statements – The Annual Financial Statements are prepared in 

accordance with the MoF Regulation No. 01/2017 on Annual Financial Reporting by Budget 

Organizations and International Public Sector Accounting Standards.  

Conclusion on Financial Management and Control - The municipality in general had good 

controls in relation to statutory obligations. However, there are some weaknesses that need to be 

addressed. The challenge for the municipality remains the management of revenues, management 

of co-financing, payments by court decision, procurement, management of Accounts Receivable 

and asset management. This mainly reflects the influence from external factors. 

Conclusion regarding previous recommendations - The implementation of the recommendations 

made in the audit report for 2019 has made significant progress considering that some 

recommendations have been implemented and most of them are in the process of implementation. 

Opinion of the Auditor General1 

Unmodified Opinion  

For more details, see Chapter 1 of this report.  

Response of Management in audit 2019  

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

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

management and staff of Municipality during the audit process. 

                                                      
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 Auditor General’s opinion. 

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

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

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

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

be made to the systems and procedures operated.  

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

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

We have audited the AFS of the Municipality of Shtime 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 based accounting. 

Basis for the Opinion 

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

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

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

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

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

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

Responsibility of Management for AFS  

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

statements in accordance with International Public Sector Accounting Standards – Financial 

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

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

material misstatement, whether due to fraud or error. This includes the application of Law No. 

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

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

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

Auditor General’s Responsibility for the audit of the AFS 

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

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

whether the financial statements are free from material misstatements. 

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

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

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

could influence the decisions taken on the basis of these AFS. 
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The audit involves performing procedures to obtain evidence about the financial records and 

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

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

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

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

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

the entity’s internal control.  

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

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

presentation of the financial statements. 

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

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

have identified during the audit.  

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

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

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

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

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

well as the internal audit function. 

Financial Management and Control Conclusion 

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

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

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

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

from external factors.  

2.1 Budget Planning and Execution 

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   9,642,985  9,855,018  8,477,293 86 7,360,445  6,277,581  

Government Grant -
Budget  6,682,837 6,682,837  

 

6,424,641 

 

96 6,817,757 5,710,763 

Carried forward from 
previous year3–    158,438  

 

135,564 

 

86 145,258 81,198 

Own Source Revenues 4 503,882 503,882  315,984 63 264,692 379,008 

External Donations   125,283  121,787 97 128,787 106,612 

Financing from borrowing  71,266  10,266  9,026 88 3,951   

Investment clause 2,385,000  2,385,000  1,471,012 62 -  -  

The final budget compared to the initial budget was increased by €222,720. This increase was a 

result of revenues carried forward from the previous year and external donations. While there was 

a decrease in financing from borrowing by €61,000. 

                                                      
2 Final budget – the budget approved by the Assembly subsequently adjusted by the Ministry of Finance.  
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. 



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

 

9 

In 2019, the Municipality spent 86% of the final budget or €8,477,293, with a deterioration of 9% 

compared to 2018 in terms of percentage, given that the Investment Clause of €2,385,000 has 

increased the value of the budget. 

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 

9,642,985 9,865,705 8,477,293 86 7,360,445 6,277,581 

Wages and Salaries 4,211,283 4,233,283 4,137,294 98 4,054,787 3,904,629 

Goods and Services  830,000 861,186 733,096 85 645,594 504,902 

Utilities 199,068 199,068 191,821 96 169,490 166,621 

Subsidies and 
Transfers 131,766 132,390 126,246 

 

95 

 

190,178 

 

118,406 

Capital Investments  4,270,868 4,439,778 3,288,837 74 2,300,396 1,583,023 

Explanations for changes in budget categories are given below: 

 The budget for Capital Investments was increased by €168,910 as a result of revenues and 

donations. The budget execution for this category was 74%. Of these, 45% include the 

Investment Clause for financing the two-year project "Wastewater Treatment Plant in 

Shtime". This project is in the process of implementation according to the agreement for 

2019-2020. While for the rest, the low level of execution for Capital Investments was mainly 

the result of delays from requesting units. 

 Financing from borrowing was decreased by €61,0005. 

 

2.1.1  Revenues  

Revenues generated by the Municipality during 2019 were €429,285. They are related to property 

tax revenues, construction permits, administrative taxes, revenues from business activities, rental 

revenues, etc. The Municipality also had indirect revenues from traffic fines in the amount of 

€95,845.  

                                                      
5 This amount is related to the Kosovo Health Project (performance payment scheme), and it was not allocated by the 

Ministry of Finance. 
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Table 3. Revenues (in €) 

Description 
Initial 

Budget  
Final 

Budget 
2019 

Receipts  
% of 2019 
Receipts  

2018 
Receipts 

2017 
Receipts 

Tax revenues  207,667 207,667 173,658 84 141,231 122,420 

Non-tax revenues  296,215 296,215 255,627 86 199,186 420,868 

Total 503,882 503,882 429,285 85 340,417 543,288 

 

From the planned own source revenues, the municipality spent 85%, and an increasing trend is 

noted from the previous year. 

 

Issue B1 – Non reconciliation of revenues between the departments and the revenue officer 

Finding  According to Article 13 (par 3.3) of the Financial Rule 03/2010 – on Own 

Source Revenues, the BO is obliged to reconcile the revenues in the 

Treasury. In order to do this, the relevant directorates in the municipality 

should make a reconciliation of revenues with the revenue officer every 

month. 

In addition to the registration of own source revenues as well as the 

monthly and quarterly reconciliation in the Treasury, the harmonisation of 

revenues between the Departments and the Revenue Officer in the 

Municipality which should be done every month is also required. 

Currently, six (6) municipal directorates do not reconcile their revenues 

with the revenue officer6. Despite written requests and notifications from 

the Revenue Officer, there has been no positive response to the conduct 

reconciliations. This happened due to the unwillingness and negligence of 

the officials of the respective directorates who despite our recommendation 

and the action plan of the municipality, have not taken measures in this 

respect. 

Impact Failing to conduct monthly reconciliations between municipal directorates 

and revenue officer risks certain deviations in internal controls causing 

shortcomings in timely information on types and amounts of revenues. 

Recommendation B1 The Mayor should ensure that the directorates generating revenues 

reconcile the revenues with the revenue officer on a regular monthly basis 

based on source documents and bank reports, eliminating the possible 

weaknesses or errors in a timely manner. 

                                                      
6 General Administration, Public Services, Kindergarten, Geodesy, Cash register, Inspectorate and Education. 
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2.1.2 Wages and Salaries 

The final budget for Wages and Salaries was €4,233,283. The number of employees by budget was 

665, while at the end of the year; their number of employees was 673. The current number was 

higher by eight employees due to staff replacement in case of maternity leave and retirement 

mainly in the education sector. During 2019 there were employed 35 new staff. We have tested 23 

samples of €17,312 as part of substantive testing, and eight (8) samples as part of compliance 

testing.    

 

Issue B2 – Payment of EMA officials in absence of information on their work 

Finding  The basis for the compensation of possible wages and salaries should be the 

employment contract and the evidence that the employees have worked 

during the respective month. The municipality continued to compensate 

eight officials/firefighters, in the absence of information (contracts and 

work evidence). This happened because of the fact these officials, according 

to the  applicable legislation, are considered employees of the Emergency 

Management Agency (EMA) within the Ministry of Internal Affairs (MIA) 

and, based on Memorandum of Understanding, all competencies about 

management, including the management of employee’s files have been 

transferred from the municipality to EMA, respectively MIA, with the 

exception of the budget, which for unknown reasons has remained with the 

municipality. Therefore, the municipality only compensates wages and 

salaries from its budget. Wages and salaries for these employees during 

2019 were €49,634. This issue will continue to be repeated year after year, 

until the Ministry of Finance takes steps to transfer the budget to MIA. 

Impact Payment to officials, in the absence of contracts and monthly reports on 

engagement, may result in the inability to justify the eventual wages and 

salaries. 

Recommendation B2 The Mayor, until the budget is transferred to the MIA, should request from 

the responsible persons to provide at least the files with basic information 

including employment contracts, as well as monthly reports on work 

attendance for the officials who are paid from the municipal budget to 

ensure that only legitimate employees are paid and they have provided the 

services. 
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Issue B3 - Expiration of the duration of contracts of the staff engaged under SSA 

Finding  According to Law No. 03/L-149 on the Civil Service (Article 12, para 4), 

fixed term appointments for a period shorter than six months will be made 

on the basis of contracts called “Special Service Agreements”, which are 

subject to the Law on Obligations and for which a simplified recruitment 

procedure is applied. Also according to the Labour Law no. 03/L-212, 

Article 10, paragraph 6, clearly states that contracts for specific tasks may 

not last more than 120 days within one year. 

During 2019, the municipality hired nine officials through Special Service 

Agreements (SSA). After the end of the six-month contracts, the contracts of 

two officials have been extended for another three months. Although this is 

contrary to the applicable rules, according to municipal officials, this was 

done in order to achieve the municipality's objectives in certain areas where 

these officials are engaged. 

Impact Engaging staff with SSA beyond the permitted deadlines is contrary to legal 

norms and indicates poor resource planning. It can also cause potentially 

irregular payments. 

Recommendation B3 The Mayor should ensure that entering into special service agreements for 

specific work is made in full compliance with the legal framework and the 

time of engagement in these cases does not exceed the deadlines set by law. 

The Mayor should also ensure that such engagements are made only in 

cases where there are specific requirements. 

2.1.3      Goods and Services  

The final budget for Goods and Services (including Utilities) in 2019 was €1,060,254, of which 

€924,916 was spent. They are mainly related to office supply, equipment supply, other contracting 

services, municipal expenses, payment by court decision, etc. We have tested 20 samples of 

€140,264 as part of substantive testing, and five (5) samples as part of compliance testing.   

 

2.1.4 Subsidies and Transfers  

The final budget for Subsidies and Transfers was €132,390, out of which €126,246 were spent in 

2019. They are mainly related to Subsidies for Agriculture, Forestry and Rural Development, for 

culture, Youth and Sports, Health and Social Care. We have tested five (5) samples of €30,970 as 

part of substantive testing, and six (6) samples as part of compliance testing.   
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2.1.5 Capital Investments 

The final budget for Capital Investments was €4,439,778, of which €2,288,837 were spent in 2019. 

Those relate to road construction, sewerage construction, investment maintenance, payment by 

court decision, etc. We have tested 43 samples of €2,617,454 as part of substantive testing, and 

seven (7) samples as part of compliance testing.   

 

Issue A1 – Delays in execution of works 

Finding  Based on the terms of the contract for "Asphalting of roads in Muzeqinë”, 

signed in October 2018, in the amount of €111,917, the date of completion of 

all works with technical acceptance will be 12 months, from the date of 

commencement of works. 

In this contract, there were delays in the execution of works. The 

Commission for technical acceptance of works has concluded that the works 

have not been performed with the required quality, where in some 

segments even after the request for intervention; the required improvements 

have not been made. For the delays caused by the EO, the last payment was 

not made and the technical acceptance of the works did not take place. 

In addition, the municipality is facing a lack of adequate staff for project 

managers. In most cases, the same manager has been selected for different 

contracts. Due to the large workload, the project manager did not ensure in 

time that the economic operator did not meet all performance or delivery 

obligations in accordance with the terms and conditions of the contract. 

Impact Failure of the economic operator to fulfil obligations according to the terms 

of the contract, as well as the lack of staff for project manager gives rise to 

difficulties in achieving the objectives of the municipality. 

Recommendation A1 The Mayor should ensure that any failure of the economic operator to 

correct the defects in time, such failures will result in confiscation of the 

execution guarantee and should require additional compensation caused by 

non-performance of the contract. The possibility of staffing the adequate 

project manager should also be considered. 

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 B4 – Payments through Court Decisions/ Enforcement Decisions 

Finding  Law no. 03/L-048 on Public Financial Management and Accountability, 

Article 39 requires that valid invoices be paid within thirty (30) calendar 

days. 

The Treasury, through court/enforcement decisions, executed payments on 

behalf of the municipality in the amount of €55,164, for jubilee and 

accompanying salaries7 of retired teachers in previous years. Of this 

amount, the share of €39,434 was paid from Capital Investments and €15,730 

from Goods and Services. Such expenditures are not only made from 

inadequate expenditure categories, but have also caused a burden on the 

municipal budget for additional expenditures for enforcement procedures 

in the amount of €7,538. This happened in the absence of budget approval 

for these payments and, as a result of the lack of funds in the payroll 

category, payments have been made from other categories. 

For travel expenses upon manifestation "Days of the Reçak Massacre", the 

liability carried forward from 2017 as a result of non-payment on time, was 

executed by an enforcement procedure in the amount of €5,375, harming the 

municipal budget for additional costs (enforcement and others) in the 

amount of €773. 

Execution of payments by court decision about salaries occurred because no 

budget was provided for these payments, while in the second case, it 

occurred due to negligence to make payments within the legal deadline for 

payment of invoices. 

Impact Expenses for teachers’ salaries do not highlight elements of expenses that 

will meet the definition of "Capitals and Services". Therefore, this affects the 

overestimation of expenditures for Capital Investments and Goods and 

Services as well as the underestimation of expenditures for Wages and 

Salaries. While the timely non-payment of invoices causes additional costs 

as a result of obtaining the rights through enforcement procedures. 

Recommendation B4 The Mayor should ensure that all cases of retired staff claiming 

compensation for jubilee and accompanying salaries have been identified 

and calculated, in order to plan the budget for them. All obligations should 

also be paid on time in order to avoid the possibility of additional payments 

for court proceedings, interest on delays and enforcement costs. 

 

                                                      
7 The obligation fort these payments came out as a result of “General Collective Agreement in Kosovo”. 
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2.2 Capital and Non-capital Assets 

The amount of capital assets presented in AFS is €49,476,087, that of non-capital assets is €264,320, 

and of stock is €5,739.  We have tested 41 samples of €2,473,074 as part of substantive testing, and 

five (5) samples as part of compliance testing.   

 

Issue A2 – Lack of the General Report on the Inventory of Assets 

Finding  According to Article 19.4.7 of Regulation 02/2013 on Management of Non-

Financial Assets by Budget Organizations, one of the responsibilities of the 

inventory commission is to draft a General Report on Inventory of Non-

Financial Assets, at the appropriate time before the preparation of the AFS. 

The inventory report should contain the physical condition of the non-

financial assets, the conditions of their preservation and the remarks on the 

nature of the differences and damage found; 

During the inventory process, the municipality compiled individual 

inventory reports for assets under €1,000 as well as for certain departments, 

but no general report has been made on all non-financial assets over which 

the municipality exercises control and from which it has economic benefits. 

These registers were deficient and were not compared to the accounting 

register of assets prior to the preparation of the AFS. 

This happened as a result of insufficient attention of the municipality to 

possess a document which will reflect all the information about the value 

and physical condition of the assets as well as other activities undertaken in 

relation to the general assets. 

Impact Failure to execute completely the inventory of assets as required by 

regulation may result in the municipality not identifying the real and actual 

condition of the assets, which may be exposed to loss or alienation. This can 

result in the overestimation of assets in the financial statements. 

Recommendation A2 The Mayor should ensure that the inventory commission includes all assets 

under the possession of the Municipality, and after the completion of the 

process, a final report on the condition of assets is prepared, which should 

be harmonised with the accounting records of the Municipality. The 

differences displayed should be clarified and the records should be updated 

according to the latest record data. 
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Issue A3 - Failure to disclose assets / premises of the House of Culture in the AFS 

Finding  According to Article 11 of MoF Regulation MF - No. 02/2013 – on 

Management of Assets by Budget Organizations, after the completion of the 

investment process, non-financial capital assets will be classified as non-

financial assets in use. From the moment of utilizing the assets, the 

depreciation will also be applied. 

The building of the House of Culture, which was built on the municipal plot 

and financed by the European Union in the amount of €821,923€8 was not 

included in the asset register and was not disclosed to the AFS, despite the 

fact that the House of Culture is in operation and generates revenue. This 

happened because the municipality has not accepted the documentation 

regarding the investments in this premises and no formal handover-

takeover of the premises has been made by the European Union. 

Impact Non-inclusion of the House of Culture in the asset register affects the 

quality of information and understates the value of assets in the register and 

in the AFS. 

Recommendation A3 The Mayor should ensure that all necessary actions have been taken to 

provide the necessary financial information regarding the project so that the 

object in question can be recorded in the municipal asset registers and 

disclosed in the AFS. 

2.3 Receivables 

The Municipality disclosed in the 2019 AFS receivables in amount of €512,778. This is made of 

property tax for objects and parcels, rent for the use of public property and for the use of public 

areas. 

                                                      
8 This is the contract value for the building of this premises.  
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Issue C1 – Management of accounts receivable – property tax 

Finding  According to “Law no. 06/L-005 on Property Tax, Article (12) par. (2). Each 

municipality is responsible for the administration of the property tax 

process for immovable properties located within the territory of the 

municipality. Among other things, the municipality reviews and decides on 

complaints about immovable property tax. 

The Municipality of Shtime for 2019 reported accounts receivable from 

property tax of €453,196 and land tax of €55,244 where a large part of the 

accumulated property tax debts of €41,366 belong to former Socially-Owned 

Enterprises. These accounts receivable have become the current annual 

burden of the property tax invoice, which has been rising year after year, 

and the likelihood of mandatory collection is very small or in fact is not 

collected so far. Under the contract with the PAK, the new buyer of socially 

owned property is obliged to pay property tax for only 12 calendar months, 

while the rest of the debt is paid during the liquidation process. 

The municipality has not been able to review in time the complaints made 

by the owners of the invoiced properties. A total of 291 complaints have 

been lodged and many have not been considered. Complaints are mainly 

about parcel valuation. 

The transfer of obligations from the former Socially Owned Enterprises has 

not been done in the absence of a joint initiative between the municipality 

and the PAK for resolving the issue of these aging accounts receivable, 

which were followed by additional charges of fines and interest by the 

municipality for property tax on these accounts. While the complaints 

regarding the evaluation of the parcels are from the obstacles in the 

implementation of the new Law on Property Tax. 

Impact The continuous increasing trend of these accounts receivable affects the 

deterioration of the performance of the collection of municipal debts. 

Similarly, the non-timely review of owners' complaints regarding property 

evaluation is also affected, as liabilities are not paid on time. 

Recommendation C1 The Mayor should take adequate action for a joint solution with the PAK 

regarding the obligations for the SOEs that are under their management, 

and for the former SOEs privatized. All legal measures for the collection of 

other A/R should also be taken by all property owners. 
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Issue A4 - Delays in reviewing complaints about property tax 

Finding  According to “Law no. 06/L-005 Article 12 paragraph 2, each municipality 

is responsible for the administration of the property tax process for 

immovable property located within the territory of the municipality. 

Among other things, the municipality reviews and decides on complaints 

about immovable property tax. 

During the year, 291 complaints were filed against the municipality, which 

are mainly related to the inadequate evaluations of properties, while many 

of these requests have remained unaddressed. The large number of 

complaints has come as a result of the implementation of the new Law on 

Property Tax, the property valuation method and due to the lack of an 

analysis for the General Property Evaluation Report published by the PTD. 

Impact The large number of complaints and their non-consideration can have 

difficulty in collecting property tax revenues and increasing the accounts 

receivable at the end of the year. This situation is aggravated by the fact that 

the submitted complaints do not allow any of the mandatory measures to be 

taken until a final decision is made on the person's complaint. 

Recommendation A4 The Mayor should ensure that the Property Tax Department examines the 

owners' complaints regarding property evaluation in a reasonable time. In 

cases where it is necessary to make corrections to the evaluations, the co-

operation with the MoF should be intensified in order to resolve this issue. 

 

2.4 Liabilities  

2.4.1 Outstanding liabilities  

The statement of liabilities at the end of 2019 was €68,511. 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 €282,939, for which the Municipality 

was in court proceedings. 

2.4.3 Contractual obligations 

According to the information provided by the Municipality of Shtime, the contractual value at the 

end of 2019 was €1,544,693. 
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2.5 Internal Audit Function 

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

The municipality has also established an Audit Committee (AC) composed of three members, but 

since July 2019 one of the members resigned and at the time we were in the audit (May 2020) that 

position was not yet completed. During 2019, the AC held four meetings, where the findings and 

recommendations of the IAU for the reports of 2019 were reviewed, and the report of the NAO for 

2018 was discussed. 

The IAU drafted the 2019 Annual Plan as well as the Strategic Plan for 2019-2021. According to the 

annual audit plan, six audits were planned to be conducted, including three high-risk audits and 

three medium-risk audits. During 2019, the IAU managed to meet the annual plan, to finalise six 

audit reports, of which three field reports were in 2018, while the other three reports covered 2019. 

Each audit report was followed by an annex to review the implementation of the 

recommendations of data on the part of IAU. 

These reports resulted in 14 recommendations, six (6) of them have been implemented, four (4) are 

in the process of implementation and four (4) have remained unimplemented. 

 

Issue A5 – Audit Committee Composition 

Finding  According to Law No. 06/L-021 on Public Internal Financial Control, Article 

20.3 The Audit Committee consists of three (3) or five (5) members, where 

two thirds (2/3) are external from the audit area, while the rest are from the 

internal staff of the public sector entity. 

The Audit Committee of the Municipality of Shtime, since July 2019, 

consists of two members and both members are internal staff of the 

municipality. This has happened due to insufficient attention paid by the 

mayor. 

Impact AC members who are internal staff of the public sector entity may be 

subjective to the audit assessment of certain areas carried out by the IAU 

and the functioning of the AC with incomplete capacities risks achieving its 

objectives. 

Recommendation A5 The Mayor should ensure that the appointment/composition of AC 

members is in accordance with Law No. 06/L-021 on Public Internal 

Financial Control and the Administrative Instruction of MoF No. 01/2019 

on the Establishment and Functioning of the AC in the Public Sector. 
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3 Progress in Implementing Recommendations  

Our Audit Report on the 2018 AFS of xxx resulted in Municipality of Shtime resulted in 17 

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

will be implemented. 

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

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

the implementation of the audit and action plans. According to municipal officials, 10 

recommendations have been implemented, six (6) have been partially implemented and one (1) 

has not been implemented. 

At the end of our 2019 audit, seven (7) recommendations have been implemented; one  was in the 

process of implementation, four (4) have not yet been implemented and five (5) others are 

considered closed recommendations. For a more thorough description of the recommendations 

and the way they have been addressed, see Table 4 (or Table of recommendations).   

Table 4 Summary of  prior year recommendations and of 2019 

No Audit area Recommendations  of 2018  Actions 
undertaken  

Status 

1 Revenues  The Mayor should ensure that 
departments generating revenues 
should perform reconciliation with 
the revenue officer on a regular 
monthly basis based on source 
documents and bank reports, thus 
eliminating potential weaknesses 
or errors in due time. 

The issue 
remains the 
same (see case 
B1 above).  

Recommendation 
unimplemented 

2  The Mayor should establish 
consistent controls that ensure an 
effective revenue collection, 
including and determining the fair 
assessment of the tax charges in 
accordance with the rules and the 
factual situation on the ground by 
engaging competent surveyors. 

Difficulties in 
implementing 
the PROTAX 2 
system are still 
causing errors.  

Recommendation 
closed 

3  The Mayor should ensure that 
additional activities are taken to 
eliminate weaknesses and initiate 
the updating of the regulation on 
the proper division of these tax 
zones according to the factual 
situation on the ground. 

As above, see 
answer no. 2  

Recommendation 
closed 

4 Wages and The Mayor should ensure to 
consider the possibility that these 

The issue 
remains the 

Recommendation 
unimplemented 
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Salaries  officials are transferred to the 
institutions where they work or to 
complete their files in the 
Municipality to establish legal basis 
for the payment of their salaries. 
Payments of allowances are made 
only to officials foreseen by the 
Government decision, otherwise 
such compensation are not 
allowed. 

same, the 
implementation 
of this 
recommendatio
n does not 
depend on the 
municipality - 
the budget for 
firefighting 
should be 
managed by the 
Agency in the 
MIA.   

(see B2)  

5  The Mayor should ensure that the 
directors of educational/health 
institutions and the personnel 
manager update employment 
contracts, complete the evidence of 
work experience to establish a legal 
basis for the payment of allowance 
based on experience. School 
directors should also monitor staff 
leave and performance appraisals, 
and same evidence should be put 
in staff files. 

The files have 
been 
completed, with 
the exception of 
some non-
updated 
contracts in 
education. A 
new 
recommendatio
n regarding this 
issue has been 
made in the 
Management 
Letter.  

Recommendation
s partially 
implemented 
closed  

6 Goods and 
Services, and 
Utilities 

The Mayor should ensure that 
entering into special service 
agreements/ contracts for specific 
work is done in full compliance 
with the legal framework, while 
the time of engagement in these 
cases does not exceed the deadlines 
set by laws. The Mayor should also 
ensure that such engagements are 
made only in cases when there are 
specific requirements. 

The issue is the 
same.  

Recommendation 
unimplemented 
(See B2) 

7 Subsidies and 
Transfers 

The Mayor should ensure 
enhanced controls that during the 
evaluation of damages for special 
subsidy programmes, the process 
of established criteria should be 
supported by relevant evidence 
foreseen under the regulation and 
the provisions in force. 

We have not 
identified a lack 
of evidence for 
the allocation of 
subsidies 
during 2019.  

Recommendation 
implemented 

8 Capital The Mayor should strengthen 
control measures so that such 

We have not 
identified any 

Recommendation 
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Investments failures are not repeated. The 
Mayor should ensure that 
competent officials who monitor 
the implementation of the contract 
are in place for supervising the 
projects and accept only the works 
finished, sign the situation 
according to the factual situation, 
otherwise the measures for 
unauthorized or negligent failures 
should be applied, and prior to 
execution of payments the control 
measures should be strengthened 
and the necessary reconciliations 
are made. 

technical 
omissions.  

implemented 

9  The Mayor should ensure 
enhanced controls in order to make 
a fair evaluation of the bids and 
should not award the non-
responsive operators with a 
contract. 

We have not 
identified issues 
without 
meeting the 
criteria. 

Recommendation 
implemented 

10  The Mayor should, through 
contract managers, ensure that 
initially no initiation of any 
procurement procedure is allowed 
in the absence of an executive 
project and no overrun-changes in 
positions of the bill of measures 
preliminary contracted is allowed. 
Otherwise any change out of legal 
procedures constitutes a breach of 
contract if prior approval of the 
relevant bodies is not provided. 

We have 
identified a case 
of service 
contracts. A 
recommendatio
n for a similar 
issue is made in 
the 
Management 
Letter.  

Recommendation 
closed 

11 Common 
Issues on 
Goods and 
Services and 
Capital 
Investments 

The Mayor should ensure that the 
necessary activities are undertaken 
to plan sufficient budget, in 
addition to the 
liabilities/obligations facing the 
Municipality, to prioritise the 
settlement of these obligations in a 
timely manner and to present 
correctly expenditures by economic 
categories and real nature of 
expenditures. 

There are 
payments 
executed by 
court order for 
delays and 
teachers’ 
salaries.  

 

Recommendation 
unimplemented 

(See B4) 

12  The Mayor should ensure that 
controls are functional and the 
procurement office should not sign 
any public contracts without the 
commitment of funds or should not 

We have not 
identified cases 
of signing 
contracts 
without 

Recommendation 
implemented  
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take an obligation exceeding the 
allocated funds. 

sufficient 
means.   

13 Capital and 
Non-capital 
Assets 

The Mayor should ensure that the 
comprehensive assets registration 
process will continue within an 
optimum term and upon 
completion of the process, a final 
report is prepared on the situation 
of assets, which should be 
harmonised with the 
Municipality's accounting records. 
Requirements regarding their 
recording and maintenance should 
be applied fully, to ensure accurate 
inventory evidence, all 
inflows/outflows of movable 
assets under €1,000 should be 
made through the e-asset system 
and ensure the design of internal 
rules and procedures for the 
recording, preservation and 
alienation of nonfinancial assets. 

The e-asset has 
been put into 
operation and 
the assets has 
been registered, 
except in a 
specific case.  

 

Recommendation 
implemented 

14 Receivables 

 

The Mayor should ensure that all 
possible options are actively 
reviewed by introducing policies, 
regulations and other mechanisms 
in order to increase the efficiency in 
the collection of receivables. Also 
all measures should be considered 
in accordance with the law against 
the debtors who do not pay their 
obligations. 

Remarks have 
been sent to 
debtors who 
failed to meet 
their 
obligations.  

Recommendation 
in process of 
implementation 
(see C1) 

15 Outstanding 
Liabilities 

The Mayor should strengthen 
controls in the payment 
management process to ensure that 
invoices are filed upon receipt and 
are paid within the legal deadline. 

There are 
delays in the 
execution of 
payments, 
which have 
been executed 
by the Treasury 
by Court 
Decision.  

Recommendation 

in process of  

implementation  

(Part of the 
recommendation 
has been 
transferred to 
recommendation 
B4) 

16 Internal Audit 
System 

In order to achieve the maximum 
benefit from internal audit services, 
the Mayor should review the 
human resources capacity within 
the IAU, and if considered that 
additional staffing is needed, then 
opportunities for new engagements 

The staff is 
completed.  

Recommendation 
implemented 
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should also be created. It should be 
ensured that the recommendations 
given by the IAU are being 
considered seriously and are 
implemented by the 
divisions/persons responsible. 

17 Management 
Reporting, 
Accountability 
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 from which all 
relevant information can be 
derived that influence the 
qualitative and timely management 
decision-making. Budgetary 
performance, including revenues 
and expenditures, and the 
implementation of the 
procurement plan should be 
subject to regular reporting and 
review by the Management. 

Regular 
reporting is 
applied and the 
risk register is 
prepared.  

Recommendation 
implemented 

No Audit area Recommendations of 2019 

 

1 Revenues  The Mayor should ensure that the directorates generating revenues 

reconcile the revenues with the revenue officer on a regular monthly basis 

based on source documents and bank reports, eliminating the possible 

weaknesses or errors in a timely manner. 

2 Wages and 

Salaries 

The Mayor, until the budget is transferred to the MIA, should request 

from the responsible persons to provide at least the files with basic 

information including employment contracts, as well as monthly reports 

on work attendance for the officials who are paid from the municipal 

budget to ensure that only legitimate employees are paid and they have 

provided the services. 

3  The Mayor should ensure that entering into special service agreements for 

specific work is made in full compliance with the legal framework and 

the time of engagement in these cases does not exceed the deadlines set 

by law. The Mayor should also ensure that such engagements are made 

only in cases where there are specific requirements. 

4 Capital 

Investments 

The Mayor should ensure that any failure of the economic operator to 

correct the defects in time, such failures will result in confiscation of the 

execution guarantee and should require additional compensation caused 

by non-performance of the contract. The possibility of staffing the 

adequate project manager should also be considered. 
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5 Common 

Issues on 

Goods and 

Services and 

Capital 

Investments 

The Mayor should ensure that all cases of retired staff claiming 

compensation for jubilee and accompanying salaries have been identified 

and calculated, in order to plan the budget for them. All obligations 

should also be paid on time in order to avoid the possibility of additional 

payments for court proceedings, interest on delays and enforcement costs. 

6 Capital and 

Non-capital 

Assets 

The Mayor should ensure that the inventory commission includes all 

assets under the possession of the Municipality, and after the completion 

of the process, a final report on the condition of assets is prepared, which 

should be harmonised with the accounting records of the Municipality. 

The differences displayed should be clarified and the records should be 

updated according to the latest record data. 

7  The Mayor should ensure that all necessary actions have been taken to 

provide the necessary financial information regarding the project so that 

the object in question can be recorded in the municipal asset registers and 

disclosed in the AFS. 

8 Receivables  The Mayor should take adequate action for a joint solution with the PAK 

regarding the obligations for the SOEs that are under their management, 

and for the former SOEs privatized. All legal measures for the collection 

of other A/R should also be taken by all property owners. 

9  The Mayor should ensure that the Property Tax Department examines the 

owners' complaints regarding property evaluation in a reasonable time. 

In cases where it is necessary to make corrections to the evaluations, the 

co-operation with the MoF should be intensified in order to resolve this 

issue. 

10 Internal Audit 

Function  

The Mayor should ensure that the appointment/composition of AC 

members is in accordance with Law No. 06/L-021 on Public Internal 

Financial Control and the Administrative Instruction of MoF No. 01/2019 

on the Establishment and Functioning of the AC in the Public Sector. 

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

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

Applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework.  

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

disclaimer of opinion. 

Determining the type of modification to the auditor’s opinion  

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

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

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

sufficient appropriate audit evidence, may be materially misstated; and  

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

matter on the financial statements.  

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

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

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

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

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

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

both material and pervasive to the financial statements. 

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

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

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

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

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

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

that management remove the limitation.  

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

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

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

responsibility. It also includes illustrative examples of reports.  

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

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

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

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

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

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

refer to information presented or disclosed in the financial statements. 

158. An Emphasis of Matter paragraph should:  

 be included immediately after the opinion;  

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

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

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

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

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

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

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

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

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

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

 

 


