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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 Novobërda 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 Elvir 

Krasniqi - Team Leader, and Ejup Simnica and Senver Morina 

- team members, under the management of the Head of Audit 

Department, Astrit Bllaca.  

 

 

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 Municipality of Novobërda 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 accordance with the MoF Regulation. No. 

01/2017 on Annual Financial Reporting by Budget Organizations. 

Controls over revenues and expenditures require further improvements, especially in compliance 

with procurement rules, subsidies and salaries. Significant weaknesses have also been noted in 

other important financial areas, including revenues, expenditures, liabilities and assets. 

The response to prior year recommendations is not being addressed at the required level. Of the 19 

recommendations, six were implemented, three were in progress, seven were not implemented 

and three recommendations were considered closed.  

Opinion of the Auditor General1 

Unmodified Opinion  

For more details, see Chapter 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 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 Novobërda 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.  

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

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

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

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

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

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

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

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

the entity’s internal control.  

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

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

presentation of the financial statements. 

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

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

have identified during the audit.  

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

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

Although the Municipality of Novobërda has established internal controls, during 2019 issues 

have been identified in the context of financial systems and not very appropriate controls that 

were not subject to review by management. The main areas where further improvements are 

needed is strengthening revenue controls, initiating and developing procurement procedures, 

wages and salaries, subsidies and asset management.  

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   2,781,639 2,911,414 2,717,701 93 2,546,027 2,342,124 

Government Grant -
Budget  

2,487,241 2,487,241 2,473,012 99 2,348,959 2,114,032  

Carried forward from 
previous year3–  

0 65,409 46,355 71 24,017 40,564 

Own Source Revenues 4 274,583 274,583 154,999 56 149,007 159,618  

Domestic Donations 19,815 13,480 13,003 96 0 15,266  

External Donations  0.00 39,768 0 0 21,251 12,644 

Financing from borrowing 0.00 30,933 30,332 98 2,793 0 

The final budget compared to the initial budget was increased by €129,775. This increase is a result 

of the own source revenues carried forward by €65,409, domestic donations by €39,768, external 

donations by €30,933 and the decrease of financing from borrowing by €6,335. 

                                                      
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. 
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In 2019, the municipality spent 93% of the final budget or €2,717,701, with an increase of 7% 

compared to 2018. Below are the explanations for the current position. 

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: 

2,781,639 2,911,414 2,717,701 93 2,546,027 2,342,124 

Wages and Salaries 1,903,481 1,903,481 1,898,527 100 1,857,279 1,767,008 

Goods and Services  309,716 307,767 257,016 84 216,752 152,556 

Utilities 66,000 66,049 65,949 100 46,456 47,002 

Subsidies and 
Transfers 

30,000 30,006 22,615 75 10,058 10,670 

Capital Investments  472,442 604,111 473,594 78 415,482 364,888 

Explanations for changes in budget categories are given below: 

 The category of Goods and Services had a budget decrease in the amount of €1,949. The 

budget for this category was increased from own source revenues by €6,200. While the 

budget was decreased in the amount of €8,149, for the funds from the financing from 

borrowing which were transferred to the Ministry of Health; 

 The budget for capital expenditures was increased by €131,669. This increase was a result 

of revenues carried forward from the previous year in the amount of €59,154, external 

donations in the amount of € 30,933, domestic donations in the amount of €39,768 and from 

borrowing by €1,814. 
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Issue B1 – Misclassification of expenditures 

Finding  According to Article 18, para 3 of the Rule no. 01/2013/MoF on Public 

Funds Expenditures, expenditures must have adequate codes, defined by 

the Administrative Instruction for the chart of accounts, the Treasury chart 

of accounts has also defined the relevant codes and categories of 

expenditures that the BO should apply. 

In three cases, the payments were executed by Treasury in the wrong 

category in the amount of €4,413. 

 Payment in the amount of €1,500 was made from the category of goods 

and services for subsidising NGOs; 

 Payment in the amount of €2,383 was made from the category of goods 

and services for jubilee and pension salaries; and 

 A payment of €530 has been executed by the Treasury for closing the 

mayor’s credit card from the category of subsidies, which should be 

paid from the category of goods and services. 

This happened because the municipality did not plan sufficient funds in 

these categories. 

Impact Payments made from inadequate category affect the misclassification of 

expenditures in the Municipality's Financial Statements and, as such, 

provide inaccurate information to the AFS beneficiaries. 

Recommendation B1 The mayor should ensure that all actions are taken to ensure that 

expenditures are planned in adequate budget allocations or re-destination 

of funds and payment and registration of expenditures is made according to 

adequate economic categories. 

2.1.1  Revenues  

Revenues generated by the municipality in 2019 were in the amount of €161,321. They relate to 

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

from business activities, revenues from rent, etc. This year the Municipality has also received 

revenues from traffic fines, courts fines and forest agency fines in the total amount of €29,457. 

These revenues are not included in the table below because they are planned and generated by 

line ministries. 
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Table 3. Revenues (in €) 

Description 
Initial 

Budget  
Final 

Budget 
2019 

Receipts  
% of 2019 

Receipts  
2018 

Receipts 
2017 

Receipts 

Total 274,583 274,583 161,321 59 165,823 191,191 

Tax revenues  150,858 150,858 62,362 41 58,779 61,347 

Non-tax revenues  123,998 123,998 98,959 80 107,044 129,844 

 

From planned own source revenues, the municipality managed to collect 59%, and there is a 

negative trend in revenue collection from last year. We tested 11 samples for substantive and 

compliance tests. 

 

Issue A1 – Non-verification of the current property situation 

Finding  According to Article 15 of Law no. 06/L-005 on Immovable Property Tax, 

the municipality shall carry out inspection (verification) activities annually 

for at least 20% of all facilities within the territory of the municipality. 

In 2019, out of 3184 registered properties, the municipality managed to 

verify only 397 or 12.5% of immovable properties. This happened due to 

insufficient management controls and weaknesses in the organisation of 

actions for inspection of facilities. 

Impact Low-level property inspection may result in incomplete information on 

current taxable property as well as may affect inaccurate property tax 

revenue estimates. 

Recommendation A1 The mayor should take all necessary actions to ensure that the property is 

verified according to the legal requirement, so that the records about the 

property tax are complete and accurate. 

2.1.2 Wages and Salaries 

The final budget for Wages and Salaries was €1,903,481, of which €1,898,527 was spent. The 

number of employees according to the budget was 341, while at the end of the year their number 

was 324. During 2019, 19 new employees were employed. We tested 117 samples for substantive 

tests in the amount of €44,807 as well as seven samples for compliance tests.    
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Issue C1 – Shortcomings in Special Service Agreements 

Finding  According to article 10 of the Law on Labour no. 03/L-212, the contract for a 

specific task cannot be longer than one hundred and twenty (120) days 

within one (1) year. 

The municipality hired two people with employment contracts and specific 

tasks, where they worked for a period longer than four (4) months within a 

year. According to the municipality, this happened to make the vehicle 

registration centre functional. 

Impact Exceeding legal deadlines results in poor staff performance and monitoring 

and increases uncertainty as to whether such positions are occupied by 

meritorious staff. 

Recommendation C1 The mayor should ensure that engagements to these services do not last 

more than four months. 

 

Issue C2 – Shortcomings in conducting recruitment procedures in the public service 

Finding  According to Article 9.5 of the AI (MLSW) 07/2017 for Regulation of 

Procedures for Competition in the Public Sector and Article 32 of Regulation 

no. 02/2010 on Recruitment Procedures in the Civil Service, all applicants 

who meet the conditions and criteria of the competition shall be invited to 

take the test. 

Upon the employment of a teacher of mathematics and physics, of an 

Administrative Assistant and an Education Officer, the municipality did not 

conduct a written test for the selection of candidates, but the municipality 

conducted the interviews of candidates directly. 

We have not received the necessary clarifications from the municipality due 

to the repetition of the recommendation from last year, although it 

committed through an action plan that this finding will not be repeated. 

Impact Non-compliance with the requirements arising from the relevant rules 

regarding the announcement and establishment of the employment 

relationship enable irregular interference in the recruitment process and 

inadequate controls upon hiring new employees. 

Recommendation C2 The mayor should ensure that recruitment is done through a transparent, 

competitive process and in accordance with legal requirements, by applying 

written testing for potential candidates. 
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2.1.3      Goods and Services  

The final budget for Goods and Services and Utilities was €373,816, of which €322,965 was spent. 

They are mainly related to Utilities, fuel and other materials for heating, maintenance of facilities, 

maintenance of roads, servicing of vehicles, medical supplies, etc. We tested 17 samples for 

substantive tests in the amount of €40,860 as well as four samples for compliance tests.   

Issue A2 – Conducting procurement procedures outside the procurement plan and without 

prior notice of CPA 

Finding  According to Article  9.6 of LPP if the objects of the procurement activity 

have not been included in the contracting authority’s final procurement 

forecast, the CAO shall provide a copy of the concerned Statement of Needs 

and Determination of Availability of Funds to the CPA at least five (5) days 

before the Authorizing Officer authorizes the Procurement Officer the 

initiation of the concerned procurement activity. 

The municipality conducted two procurement procedures5 outside the 

procurement plan and has not notified the CPA by sending the Statement of 

Needs and Determination of the Availability of Funds at least five (5) days 

before the initiation of the concerned procurement activity. 

This was due to the ineffective functioning of the controls of the responsible 

procurement officer to notify the CPA.  

Impact Tendering outside the procurement plan by not notifying the CPA can affect 

inefficient budget spending and reflect a lack of needs assessment and poor 

planning of requirements. 

Recommendation A2 The mayor should ensure that when there is a need for purchases, 

mechanisms should be established for the prior notification of the relevant 

bodies according to the legal requirements. 

  

                                                      
5 Supply with hygienic material for all institutions of the Municipality” in the amount of €3,469.80 and “Firewood 

supply for all institutions” of the municipality in the amount of €23,020 
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2.1.4 Subsidies and Transfers  

The final budget for Subsidies and Transfers was €30,006, of which €22,615 was spent. They are 

mainly related to subsidising farmers, Non-Governmental Organizations (NGOs), student and 

pupil scholarships, individual health support and support for cultural and social activities, etc. We 

tested five samples for substantive tests in the amount of €13,945 as well as five samples for 

compliance tests.   

 

Issue B2 – Non-compliance with procedures in granting subsidies 

Finding  According to Article 2.1 of the Regulation on Criteria, Standards and 

Procedures of Public Funding of NGOs stipulates that the provisions of this 

Regulation are applied by all budget organizations which finance the 

projects and programmes of NGOs that are applicants or partners in 

applications, according to a public call for funding of NGO projects and 

programmes, and which meet the criteria under this Regulation. 

The municipality concluded a Memorandum of Understanding with the 

“CPT” NGO for the implementation of the project "Assistance for graduates 

from the minority community to join the public administration at central 

and local level". However, the Memorandum of Understanding was 

concluded by not complying with the procedures set out in the Regulation 

on Public Funding of NGOs, which requires competitiveness, transparency, 

equal treatment and non-discrimination. This happened because the 

municipality did not follow the procedures provided for in the Regulation 

on Public Funding of NGOs. 

Impact Financial liabilities based on an agreement without considering the 

prescribed legal procedures enable the failure to achieve the purpose for 

which the payment is made or public funds are misused. 

Recommendation B2 The mayor should ensure that agreements are signed only when all legally 

established procedures have been implemented in advance, so that public 

funds are controlled, while NGO funding is in line with the rules. 
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2.1.5 Capital Investments 

The final budget for Capital Investments was €604,111, of which €473,594 was spent. They are 

mainly related to road construction, sewerage, school construction, etc. We tested 25 samples for 

substantive tests in the amount of €424,898, as well as four samples for compliance tests.   

 

Issue B3 – Lack of the executive construction project 

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

Authority (CA) is responsible for drawing up an Executive Project and 

which mandatorily should be attached (also electronically) to Technical 

Specifications, which are part of the Tender Dossier. No CA is allowed to 

issue tender documentation without attaching a detailed project description. 

The municipality started the procurement procedures for the construction 

and maintenance of public lighting and entered into a contract in the 

amount of €60,000 without drafting in advance the executive construction 

project. This happened due to the negligence of the requesting units without 

prior drafting of the implementing executive projects and the inefficient 

functioning of the controls in the procurement office by conducting the 

procedures without fulfilling the legal requirements. 

Impact Initiating the procurement procedure in the absence of an execution project 

results in noncompliance with the legal requirement and may affect 

unforeseen budget expenditures by concluding annex contracts for 

unforeseen works. 

Recommendation B3 The mayor should ensure that controls function efficiently at all times by the 

procurement office, by not allowing tender dossiers to be published without 

execution projects. 
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Issue A3 – Unclear technical specification of the tender 

Finding  According to Article 28.4 of LPP, A contracting authority shall formulate a 

technical specification by reference to (i) a Kosovo standard implementing a 

European standard, (ii) a European standard, (iii) a European technical 

approval, (iv) a common technical specification, (v) an international 

standard or (vi) any other technical reference system produced by European 

standardisation bodies, Article 28.8 “Performance and functional 

requirements must be sufficiently precise to allow tenderers to determine 

the subject matter of the contract and to allow contracting authorities to 

award the contract”. 

In two projects, the formulation of technical specifications was not done 

according to legal requirements: 

 For the asphalting of roads in the villages of Novobërdë in the 

amount of €159,305, the standard of quality or bearing weight of 

concrete pipes has not been determined and it was not determined 

whether the pipe is required to be reinforced or not; and 

 Construction and maintenance of public lighting in the Municipality 

of Novobërdë 2019-2020, framework contract in the amount of 

€60,000, the municipality has not set the standard for wooden poles 

for which only length is required, but not its thickness/diameter or its 

submersion in bitumen to resist moisture.  

This happened because the requesting unit did not have an executive 

construction plan professionally drafted and the bill of quantity was drafted 

by the municipal staff who did not have the necessary competence. 

Impact Inaccurate determination of the quality standard of the works or products 

required affects that the supervision of contracts to be inefficient and the 

works are performed with poor quality. It also causes economic operators to 

be poorly oriented and can affect the financial offer and the contract price. 

Recommendation A3 The mayor should ensure that the units draft technical specifications 

according to the legal requirements and needs of the municipality by setting 

the standard of quality of work or supply, and the procurement office 

should strengthen their controls by not allowing the tender dossier to be 

published with unclear positions. 
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Issue A4 – Irregularity in procurement process 

Finding  According to Article 56.15 of Rules and Operational Guidelines for Public 

Procurement: Whenever the contracting authority does not know the 

indicative quantity, unit price contracts, the CA must determine weighting 

based on the importance of each "category of service" or "article" so that the 

contracting authority can determine the bid with the lowest price. 

For the contract, construction and maintenance of public lighting in the 

Municipality of Novobërdë 2019-2020, the municipality entered into a 

contract with a unit price and an estimated value of €60,000. Although the 

municipality had a decision from the municipal assembly on which streets 

the public lighting will be installed and there were similar preliminary 

contracts, it continued the procedure for a contract with a unit price. During 

the implementation, it resulted that the winning EO was €16,959 more 

expensive than the third responsive EO, and all this could be prevented, if 

the municipality made a better assessment of needs and entered into a 

public framework contract. The development of the procedure with the 

contract with a unit price has made the municipality not to weigh the 

components of the price with the real needs and, consequently, during the 

implementation of the contract to pay more. 

Impact Inadequate needs assessment has affected the municipality to enter into a 

contract with unit prices, which in this case was not an appropriate contract 

and consequently did not achieve the value for money spent. 

Recommendation A4 The mayor should ensure that the requesting units make proper needs 

analysis, based on the real requirements/needs of the municipality, 

including the analysis of preliminary contracts that would enable budget 

savings. 
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2.1.6 Common Issues on Goods and Services and Capital Investments  

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

Issue A5 – Inadequate segregation of tasks  

Finding  According to Article 62.3.7 of the Operational Guidelines for Public 

Procurement, a member of the evaluation committee may not be appointed 

as Project Manager. 

In three procurement6 activities, the Chair of the Bid Evaluation 

Commission was also appointed a contract manager. This happened due to 

the negligence of the relevant officials in appointing the members of the 

commission and the project manager. 

Impact Non-compliance with Rule and Guidelines for Public Procurement violates 

the principles of proper segregation of tasks aimed at avoiding any potential 

conflict. 

Recommendation A5 The mayor should ensure that conflicts of interest are avoided by 

appointing various officials in bid evaluation and contract management. 

 

  

                                                      
6 Transportation of pupils to the primary school "Asdreni" in Llabjan - Lot 2, Supply of pellets (bio) for heating the 

economic high school and MFC in Llabjan, and Construction of public lighting and energization of the collection point, 
reception (distribution of energy) in the village of Zebinc, Municipality of Novobërdë.  



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

 

19 

2.2 Capital and non-capital assets 

The value of capital assets presented in the AFS is €2,267,363, non-capital assets is €0, as well as 

stocks €0. We tested 37 samples for substantive tests in the amount of €471,419, as well as five 

samples for compliance tests.   

 

Issue B4 – Incomplete registration of assets 

Finding  Article 6, para 3 of MoF Rule no. 02/2013 – on Management of Non-

financial Assets by Budget Organizations stipulates that all capital assets 

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

registered in the "e-assets"  system. 

The municipality even during this period has not managed to assess the 

registration of vehicles, lands and buildings owned by the municipality. 

In three cases, payments in the amount of €4,819 for the purchase of non-

capital assets during 2019 were not recorded in the asset register. 

The municipality does not apply the e-assets system for asset registration, 

making non-capital assets and stocks not disclosed in the AFS. 

Impact Incomplete recording of assets and non-updating of adequate registers has 

led to the underestimation of capital and non-capital assets disclosed in the 

AFS. 

Recommendation B4 The mayor should ensure that all purchases and appropriations of capital 

assets are accurately recorded in the asset register by the asset officer in 

order to have a complete asset register. 
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Issue A6 – Shortcomings in asset management 

Finding  According to Article 4.1 of MoF Regulation no. 02/2013 – on Management 

of Non-financial Assets by Budget Organizations, the Chief Administrative 

Officer is responsible for approving internal rules and procedures for 

evidence. 

The municipality has not approved internal rules and procedures for 

evidence, preservation and alienation of municipal assets. 

According to Article 19.4.3 of MoF Regulation no. 02/2013 – on 

Management of Non-financial Assets, the Inventory Commission for Non-

Financial Assets is responsible for comparing the inventory situation with 

the situation in the registers of non-financial assets and identification of 

assets that have no carrying value. 

The municipality has carried out the inventory of assets for 2019; however, 

the inventory reports are not harmonised/compared with the general asset 

register and the e-asset register. 

This happened due to the inadequate functioning of the internal controls of 

the municipality regarding the area of assets. 

Impact Lack of internal rules and non-comparison of inventory reports with asset 

registers has hampered the effective management of assets and may affect 

that the value presented in the Financial Statements is inaccurate. 

Recommendation A6 The mayor should ensure that internal rules and procedures are in place for 

evidence, preservation and alienation of non-financial assets. The mayor 

should also ensure that inventory reports are compared with asset registers 

and that asset registers are updated according to latest recording. 

2.3 Receivables 

The municipality in the 2019 AFS disclosed receivables in the amount of €408,277. This amount 

consists of property tax €401,977 and municipal rent €6,300. Accounts receivable from the previous 

year increased by €48,119. This increase was considerably affected by property tax receivables in 

the amount of €41,819 and municipal rent by €6,300.  
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Issue B5 – Challenges in the 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 stipulates 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. 

Even for 2019, the municipality did not take action to collect accounts 

receivable as provided for by the law on property tax. 

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

increase of these accounts, resulting in small funds to achieve the goals, and 

encourages other debtors not to pay their liabilities. 

Recommendation B5 The mayor should ensure the implementation of laws and regulations for 

the collection of property tax debts, and strengthen internal control to avoid 

their continued increase. 

Issue B6 – Delays in collection of rent 

Finding  According to Article 5 of contracts 02-725 and 09-221 for the allocation for 

use of the immovable property, the annual rent is paid until 1 April of each 

year for the previous year. 

In two audited cases, the annual rent of €5,315 for the use of immovable 

property has not been paid since 2016 and the value of the liabilities that 

these two users owed to the municipality was €21,260. This happened 

because the municipality did not take sufficient action to collect these 

revenues. 

Impact Failure to apply efficient revenue collection measures has resulted in delays 

in the collection of rent revenues and has resulted in the irresponsibility of 

lessees to pay. 

Recommendation B6 The mayor should ensure that legal measures are taken for the collection of 

rent for the use of public property as a remark and processing of mandatory 

collection through enforcement. 
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2.4 Outstanding Liabilities  

The statement of liabilities not paid to suppliers at the end of 2019 was €68,697. These liabilities are 

carried forward to be paid in 2020.  

 

Issue C3 – Delays in the payment of invoices 

Finding  According to Article 39.1 of Law No. 03/L-048 on PFMA stipulates that any 

valid invoice and demand for payment for goods and services supplied 

and/or work performed for the budget organization should be paid within 

thirty (30) calendar days after receipt of the invoice. 

The Treasury has executed the payment in the amount of €3,344 according 

to the court decision for the unpaid liabilities for more than 5 months delay 

to the service provider, of which €2,831 for the liabilities and €513 for the 

enforcement costs. 

The execution of this payment occurred due to negligence on the part of the 

municipality for the timely payment of invoices for municipal expenditures. 

Impact Delays in making payments affect the municipality to incur additional 

court/enforcement costs for services/goods purchased. 

Recommendation C3 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. 
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Issue B7 – Irregular reporting of outstanding liabilities 

Finding  According to Article 5.2 of Financial Rule 02/2013 / MoF on Reporting of 

Outstanding Liabilities by Budget Organizations, all budget organizations 

are obliged to report their outstanding liabilities to the Ministry of Finance - 

Treasury, through monthly reports including the situation of liabilities of 

the reporting period, including all liabilities, regardless of the period in 

which they occurred. 

The municipality during 2019 has never made regular monthly reporting of 

liabilities, a requirement of Financial Rule 02/2013 of the MoF. This 

occurred due to non-functioning controls in the Finance Office. 

Impact Failure to report regularly on a monthly basis can also result in poor 

management of liabilities, as well as failure to identify payment invoices in a 

timely manner. 

Recommendation B7 The mayor should strengthen controls over the management and reporting 

of outstanding liabilities, establish an effective system in which all unpaid 

invoices are reported accurately and completely on a monthly basis to the 

MoF in accordance with legal requirements. 

2.5 Contingent liabilities  

The value of contingent liabilities at the end of 2019 was zero. 

2.6 Contractual obligations 

The statement of contractual liabilities to suppliers at the end of 2019 was €67,4447. These liabilities 

are for the signed contracts/agreements for which the liabilities are paid in the following years. 

2.7 Internal audit function 

The Internal Audit Unit (IAU) in 2019 operated with one member and who is the head of unit. The 

municipality has also established an Audit Committee, which has held one meeting to assist the 

IAU. 

In addition to the strategic plan, the IAU has drafted the annual work plan, which included six (6) 

audits, carried out according to plan. The audits covered the current year in the areas of subsidies, 

asset management, revenues from the rent of municipal property, payment of per diems for 

official travel and revenues from property tax and procurement. 

                                                      
7 This amount has been presented by the audited entity.  
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3 Progress in Implementing Recommendations  

Our audit report on the 2018 AFS of the Municipality of Novobërdë has resulted in 20 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. Although management provided 

comments that recommendations were addressed or are in process, we identified that seven 

recommendations were not implemented. 

At the end of our 2019 audit, six recommendations have been implemented, three were in process 

and seven have not yet been implemented, while three recommendations are closed. For a more 

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

recommendations). 
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Table 4 Summary of  prior year recommendations and of 2019 

No Audit 
area 

Recommendations  of 2018  Actions 
undertaken  

Status 

1 Financial 
Statemen
t and 
reporting 

The Mayor should ensure that an analysis is made 
to determine the reasons for the Qualified 
Opinion with Emphasis of Matter in this report. 
Specific actions should be taken to strengthen 
controls to ensure that all notes to the AFS are 
presented in compliance with requirements of 
MoF Regulation on Annual Financial Reporting. 
Furthermore, the Mayor should ensure that all 
municipal assets (are recorded in the asset 
registers) and accounts receivable, as well as the 
liabilities should be properly disclosed in the AFS 
of 2018. 

Furthermore, the Mayor should ensure that 
effective processes are established to confirm that 
the drafting plan of AFS for 2018 addresses all 
issues related to compliance. The Declaration 
made by the Chief Administrative and Financial 
Officer should not be signed unless all the 
necessary checks have been applied to the AFS 

The 
municipality 
has prepared 
AFS in 
accordance 
with the 
requirements 
of the MoF 
regulation for 
annual 
financial 
reporting. 

Recommen
dation 
implement
ed  

2 Budget 
Planning 
and 
Executio
n 

The Mayor should undertake a systematic 
assessment of the reasons for the low 
implementation of capital investment budget in 
2018, and determine the practical options for 
improving its implementation in the coming 
years. Where initial budget planning is inaccurate, 
this should be fully reflected in the final budget 
position. 

This issue will 
not be 
addressed in 
the 2019 audit 
report. 

Recommen
dation 
closed  

3 Budget 
Planning 
and 
Executio
n 

The Mayor should ensure undertaking necessary 
activities, to plan a sufficient budget for covering 
liabilities/obligations with which the 
Municipality expects to face, to prioritize the 
payment of these liabilities on time, and present 
the expenditures correctly by economic categories 
and by real nature of expenditures. 

The 
municipality 
this year has 
made 
payments 
from 
inadequate 
economic 
category. 

Recommen
dation 
unimplem
ented   

4 Revenues The Mayor should ensure undertaking a review of 
controls related to the management process of 
construction permit, and that the controls have 
been re-designed to address the issue. Revised 
processes should ensure that, the chronology of 
the application processes is adhered and the 
construction permits are issued only when all 
legal requirements are met, such as, construction 

The 
municipality 
did not issue 
construction 
permits 
during 2019 

Recommen
dation 
closed  
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conditions and environmental permit. 

5 Revenues The Mayor should ensure functionality of controls 
and monitoring of recording process by the Tax 
Manager, by entering real data of properties. 
Furthermore, ensure that, the existing weaknesses 
in the system are identified and eliminated during 
the verification process considering factual 
situation on the ground, with the purpose of 
imposing real tax charges. 

The 
municipality 
with the 
registration 
has 
determined 
all new 
parameters to 
new 
taxpayers 
according to 
regulation.  

Recommen
dation 
implement
ed 

6 Revenues The Mayor should request from the Property Tax 
Office, a detailed mid-term plan to eliminate 
identified weaknesses, monitor the 
implementation of that plan on a regular basis 
and eliminate the identified weaknesses 
accordingly. 

The 
municipality 
has made the 
necessary 
improvement
s upon new 
surveys. 

Recommen
dation 
implement
ed 

7 Revenues The Mayor should ensure an effective 
management of lease agreements and establish 
effective mechanisms for the collection of 
revenues in accordance with the contractual 
terms. The respective departments managing 
those revenues should apply regular billing and 
collection, otherwise actions for contract 
termination should be taken. 

The 
municipality 
has not taken 
action to 
collect the 
rent. See issue 
B6 

Recommen
dation 
unimplem
ented   

8 Wages 
and 
Salaries  

The Mayor should ensure that all employees of 
the schools that operates within the scope of the 
Municipality are managed and provided their 
contribution-service for which they are 
remunerated. The lack of arguments for work 
attendance requires the application of measures 
against those holding responsibility and provision 
of accountability for the situation outside control. 

The 
municipality 
has managed 
to provide us 
with the 
required 
evidence of 
work 
attendance for 
teachers. 

Recommen
dation 
implement
ed 

9 Wages 
and 
Salaries 

The Mayor should review the causes that reflected 
poor human resource management, and ensure 
designing of proper controls, hence, the 
recruitments process is followed by transparency, 
competitiveness and in compliance with legal 
requirements, by holding accountable the persons 
in charge for application of legal recruitment 
procedures and fair evaluation of applicants. 

The 
municipality 
even during 
2019 has not 
fully applied 
the legal 
requirements 
during the 
recruitment. 
See issue C2 

Recommen
dation 
under 
implement
ation  
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10 Goods 
and 
Services 

The Mayor should ensure that hiring of officers 
with special service agreements is made only in 
specific cases, when a certain project or work 
cannot be completed with the actual staff within 
institution, but an expert of a specific field of 
work is required. Furthermore, hiring by contract 
or special service agreement shall be done in 
compliance with legal requirements to ensure that 
hiring is carried out through competitive and 
transparent process. 

The 
municipality 
continues to 
hire workers 
with specific 
work 
contracts, but 
has reduced 
the number. 
See issue C1 

Recommen
dation 
under 
implement
ation 

11 Goods 
and 
Services 

The Mayor should ensure that all invoices are 
paid within the legal deadline, and ordering of 
goods, works or services shall be carried out only 
when the Municipality budgeted sufficient funds. 

There were 
still delays in 
their 
payment. See 
issue C3 

Recommen
dation 
under 
implement
ation 

12 Subsidies The Mayor should ensure application of all 
provisions of the regulation when allocating 
subsidies. For taking appropriate and fair 
decision, the application for subsidy and the 
payment should be accompanied by evidence that 
justifies the allocation of funds and achievement 
of purpose of the subsidy. 

Beneficiaries 
of subsidies 
have met the 
criteria for 
subsidies. 

Recommen
dation 
implement
ed 

13 Subsidies The Mayor should ensure that agreements are 
signed only when all legal procedures have been 
applied in advance, for the purpose of controlling 
public money and funding of NGO in compliance 
with the rules. 

The 
municipality 
has again 
subsidised the 
same NGO. 
See issue B2. 

Recommen
dation 
unimplem
ented 

14 Capital 
Investme
nts 

The Mayor should ensure controls and monitor 
the implementation of legal requirements by 
reviewing the implementation of the Law on 
procurement. When contracting the works, it 
should be ensured in advance, that the projects 
are designed in accordance with the needs and 
foreseen requests. The provision of the executive 
project should serve as a basis for initiating the 
process, conducting procurement, and contracting 
the works, otherwise the initiation of the 
procurement process is not allowed under the 
Law. 

From the 
tested 
samples, we 
have found 
that 
procurement 
procedures 
have been 
conducted 
without an 
executive 
plan. See 
issue B3 

Recommen
dation 
unimplem
ented 

15 Capital 
Investme
nts 

The Mayor should ensure that the termination of 
the employment relationship with the employee is 
done only in those cases where there is sufficient 
evidence, facts or legal grounds for termination of 
the contract. In addition, when it is needed to face 
with the relevant bodies, concrete steps needs to 
be taken by the Municipality in order to provide 

During the 
audit, we did 
not notice 
such cases. 

Recommen
dation 
implement
ed 
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fair representation and timely presentation of 
evidence, facts that support the management 
decision in these cases. On the contrary, the 
decisions of the relevant bodies should be 
followed by not allowing additional expenditures 
or payment of imposed fines that damage the 
taxpayers’ money. 

16 Asset 
manage
ment 

The Mayor should ensure that asset management 
and recording is done in accordance with the 
requirements of the regulation no. 02/2013. A 
separate commission should be established to 
identify the gaps in the system and to ensure that 
all assets are identified and recorded in the asset 
register. 

The 
municipality 
has registered 
the 
unregistered 
assets. See 
issue B4 

Recommen
dation 
unimplem
ented 

17 Receivabl
es  

The Mayor should ensure setting other policies 
and mechanisms in order to increase the efficiency 
in collecting receivables, having the highest value 
obligations as a priority and paying attention to 
aging of accounts receivable. Further on, all 
measures in accordance with the Law should be 
considered, towards taxpayers who do not pay 
tax obligations. 

The 
municipality 
has not taken 
efficient 
actions to 
collect 
receivables. 
See issue B5 

Recommen
dation 
unimplem
ented 

18 Liabilitie
s 

The Mayor should strengthen controls regarding 
the management and reporting of outstanding 
liabilities, an effective system should be 
established in which all outstanding invoices are 
reported accurately and completely on a monthly 
basis to the MoF in accordance with legal 
requirements. 

During 2019, 
the 
municipality 
has not 
reported 
liabilities 
according to 
legal 
requirements. 
See issue B7 

Recommen
dation 
unimplem
ented 

19 Manage
ment 
Reportin
g, 
Accounta
bility and 
Risk 
Manage
ment 

The Mayor should ensure that a review has been 
carried out to determine the financial and 
operational reporting form to senior management. 
Further on, in order to minimize the impact of 
risks at reasonable levels, the Municipality should 
develop a risk register with all appropriate 
measures/actions to manage the threats exposed. 

This issue will 
not be 
addressed in 
the 2019 audit 
report 

Recommen
dation 
closed  

No Audit 

area 

Recommendations of 2019 

 

1 Budget 

Planning 

and 

The mayor should ensure that all actions are taken to ensure that expenditures 

are planned in adequate budget allocations or re-destination of funds and 

payment and registration of expenditures is made according to adequate 
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Executio

n 

economic categories. 

2 Revenues The mayor should take all necessary actions to ensure that the property is 

verified according to the legal requirement, so that the records about the 

property tax are complete and accurate. 

3 Wages 

and 

Salaries 

The mayor should ensure that engagements to these services do not last more 

than four months. 

4 Wages 

and 

Salaries 

The mayor should ensure that recruitment is done through a transparent, 

competitive process and in accordance with legal requirements, by applying 

written testing for potential candidates. 

5 Goods 
and 
Services 

The mayor should ensure that when there is a need for purchases, mechanisms 
should be established for the prior notification of the relevant bodies according 
to the legal requirements. 

6 Subsidies 
and 
Transfers 

The mayor should ensure that agreements are signed only when all legally 
established procedures have been implemented in advance, so that public funds 
are controlled, while NGO funding is in line with the rules. 

7 Capitals 
Investme
nts 

The mayor should ensure that controls function efficiently at all times by the 
procurement office, by not allowing tender dossiers to be published without 
execution projects. 

8 Capitals 
Investme
nts 

The mayor should ensure that the units draft technical specifications according 
to the legal requirements and needs of the municipality by setting the standard 
of quality of work or supply, and the procurement office should strengthen their 
controls by not allowing the tender dossier to be published with unclear 
positions. 

9 Capitals 
Investme
nts 

The mayor should ensure that the requesting units make proper needs analysis, 
based on the real requirements/needs of the municipality, including the 
analysis of preliminary contracts that would enable budget savings. 

10 Common 
Issues  

The mayor should ensure that conflicts of interest are avoided by appointing 
various officials in bid evaluation and contract management. 

11 Assets 
manage
ment 

The mayor should ensure that all purchases and appropriations of capital assets 
are accurately recorded in the asset register by the asset officer in order to have a 
complete asset register. 

12 Assets 
manage
ment 

The mayor should ensure that internal rules and procedures are in place for 
evidence, preservation and alienation of non-financial assets. The mayor should 
also ensure that inventory reports are compared with asset registers and that 
asset registers are updated according to latest recording. 

13 Receivabl
es 

The mayor should ensure the implementation of laws and regulations for the 
collection of property tax debts, and strengthen internal control to avoid their 
continued increase. 

14 Receivabl
es 

The mayor should ensure that legal measures are taken for the collection of rent 
for the use of public property as a remark and processing of mandatory 
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collection through enforcement. 

15 Liabilitie
s 

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. 

16 Liabilitie
s 

The mayor should strengthen controls over the management and reporting of 
outstanding liabilities, establish an effective system in which all unpaid invoices 
are reported accurately and completely on a monthly basis to the MoF in 
accordance with legal requirements. 

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

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

Applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework.  

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

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

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

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

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

sufficient appropriate audit evidence, may be materially misstated; and  

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

matter on the financial statements.  

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

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

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

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

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

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

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

both material and pervasive to the financial statements. 

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

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

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

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

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

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

that management remove the limitation.  

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

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

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

responsibility. It also includes illustrative examples of reports.  

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

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

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

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

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

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

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

 be included immediately after the opinion;  

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

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

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

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

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

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

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

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

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

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

 


