
 

 

 

 

 

 

AUDIT REPORT 

ON THE ANNUAL FINANCIAL STATEMENTS OF THE 

INDEPENDENT COMMISSION FOR MINES AND MINERALS FOR  

THE YEAR 2019 

 

 

 

 

 

 

 

 

 

 

 

Prishtina, July 2020  



 

 

2 

 

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 Independent Commission for 

Mines and Minerals in consultation with the Assistant Auditor 

General, Qerkin Morina, who supervised the audit. 

The report issued is a result of the audit carried out by Edona 

Abazi-Demolli - Team Leader, and Florim Maliqi - team 

member, under the management of the Head of Audit Department, 

Blerim Kabashi.  

 

 

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

http://zka-rks.org  
 

http://zka-rks.org/
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Executive Summary  

This report summarises the key issues arising from our audit of the Independent Commission for 

Mines and Minerals (ICMM) 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  

Examination of Annual Financial Statements (AFS) considers the compliance with the reporting 

framework and accuracy of information presented in AFS. Our conclusion is that the preparation of 

AFSs was managed in compliance with the applicable legislation. The ICMM’s AFS give a true and 

fair view in all material respects  

Although the internal controls were effective some areas still require improvements. Weaknesses 

were found in terms of compliance with the statutory deadlines for examination of applications for 

licensing of businesses, management of activities from illegal operations, promotion of staff without 

preparing the staff plan and organisational chart, management of A/R, and presentation of 

outstanding liabilities in AFS.   

Opinion of the Auditor General1 

Unmodified Opinion   

In our opinion, the Annual Financial Statements of the Independent Commission for Mines and 

Minerals  for the year ended 31st of December 2019 present a true and fair view in all material 

respects. 

For more details, see Chapter 1 of this report.  

Management’s Response on 2019 audit 

The Independent Commission for Mines and Minerals has agreed with audit findings and 

conclusions and has committed to address all given recommendations.   

                                                      
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 ICMM’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.  
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1  Audit Opinion on Annual Financial Statements   

We have audited the AFS of the Independent Commission for Mines and Minerals 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 audited entities. 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 Director General 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 Chairman of the Board is responsible to ensure the oversight of ICMM’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 
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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. 

The National Audit Office appreciates the cooperation from the management and personnel of the 

Independent Commission for Mines and Minerals during the audit process.   
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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 

In the context of financial systems, controls over expenditure and revenues are generally 

appropriate and effectively implemented, however, a number of areas require further improvement. 

Areas where these improvements are needed relate to the compliance with the statutory deadlines 

for examination of applications for licensing of businesses, management of activities from illegal 

operations, better management of accounts receivable and fair presentation of outstanding liabilities 

in the AFS. 

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   1,409,356 1,301,942 1,265,365 97% 1,197,003 1,292,277 

Government Grant -
Budget  

1,409,356 1,301,942 1,265,365 97% 1,197,003 1,292,277 

The final budget is lower than the initial budget by €107,414. This decrease of budget was made by 

the Government Decision no. 03/115 dated 17.12.2019.   

In 2019, ICMM spent 97% of the final budget or €1,265,365, same as in 2018.  

 

 

 

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

1,409,356 1,301,942 1,265,365 97% 1,197,003 1,292,277 

Wages and Salaries 833,475 796,061 792,642 99.6% 795,661 773,366 

Goods and Services  386,281 386,281 376,005 97% 376,585 354,964 

Utilities 30,600 30,600 27,812 91% 15,899 22,731 

Capital Investments  159,000 89,000 68,906 77% 8,858 141,166 

Explanations for changes in budget categories are given below: 

 The final budget in Wages and Salaries was executed at €792,642 or 99.6%. The initial budget 

compared to final budget was reduced by €37,414 by the Government Decision no. 03/115 

dated 17.12.2019, due to spare funds remained by the end of the year.  

 The final budget in Goods and Services did not change from the initial one; it was executed 

at €376,005 or 97%.  

 A lower budget execution is noted in Capital Investments budget. Though by Government 

Decision no. 03/115 dated 17.12.2019 there was a budget cut of €70,000, only €68,906 or 77% 

of the final budget was spent. That is because according to the procurement plan it was 

planed the purchase of two software (Online Declaration Application and Case Management 

Software in the legal department) the procedures for which were not executed because the 

initiation of procurement procedures was in delays and there was lack of bids.   

2.1.1  Revenues  

Revenues generated by ICMM in 2019 totalled €33,000,000. These relate to royalties, administrative 

fees and administrative fines. The revenues generated in 2019 amounted €30,448,800 or 92% of the 

plan. There is an increase by €4,449,349 or 17% compared to 2018 which is because of the activities 

undertaken by ICMM for issuing licenses to businesses and special operation permits, and charging 

fines to businesses/individual for illegal operations.  
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Table 3. Revenues (in €) 

Description   2019 Receipts 2018 Receipts 2017 Receipts 

Administrative fees 552,143 425,635 454,370 

Administrative fines 511,503 344,205 204,406 

Royalties  29,385,154 25,229,611 30,570,476 

Total 30,448,800 25,999,451 31,229,252 

We have tested 100 samples of €20,016,192 as part of substantive testing. 

While as part of compliance testing, we have tested the process of granting licenses for geological 

exploration, mining and special operation permits.    

Under Licenses for research-exploration for construction material (all minerals and other related 

materials appropriate for use in construction industry including, sand, gravel, limestone, granite, 

marble and clay) and for all other minerals, we have testes seven (7) samples; 

Under Mining licences – for all mineral, except energy minerals, we have testes seven (7) samples; 

and sampling  

Under Special operation permits-which include: drilling, excavating, sampling in required 

quantities, geodetic measurements, use of explosives for the purpose of exploitation or exploration 

of minerals and mining activities involving the use or operation of plant and equipment and other 

activities, we have also tested seven (7) samples. 

From examination of samples, we identified the following: 

Issue A1 – Exceeding statutory deadline for issuing licences 

Finding  Article 23 of Law No. 03/L-163 on Mines and Minerals, and some articles of 

Law No. 04/L-158 on Amending and Supplementing the Law No. 03/L-163, 

stipulate the time period for assessment and approval or rejection or 

applications for licences by ICMM. Consequently, upon receipt of the 

complete application from the qualified applicant, the ICMM issues the 

relevant license, or sends to applicant the notice of refusal to issue the license. 

In case the ICMM needs more time to examine the application at stake, it 

informs the applicant for an additional period for evaluation of application 

(depending on the type of license). From this, the research-exploration license 

has a fixed period of three months, plus two additional months, as needed; 

mining license - 60 days, plus an additional month, as needed; and special 

operation permits licenses - two-month, plus an additional month, as needed. 

  

javascript:__doPostBack('ctl00$MainContent$rAktet$ctl00$lblAn','')
https://gzk.rks-gov.net/ActDetail.aspx?ActID=8662
https://gzk.rks-gov.net/ActDetail.aspx?ActID=8662
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In assessing the process of issuing or granting licenses and permits, we 

noticed that the statutory deadline for issuance or rejection thereof by ICMM 

was not complied with. This occurrence in noted with licences for research-

exploration, mining licences, and special operation permits:  

 Licences for research-exploration – in five of the seven tested cases, 

we identified delays in issuance of licences from 12 days to nine (9) 

months per case; 

 Mining licences – in five of the seven tested cases, we identified delays 

in issuance of licences from 2 months to 24 months per case; 

 Special operation permits – in three of the seven tested cases, we 

identified delays in issuance of permits from 11 months to 26 months 

per case. 

This is because the applicants do not submit the complete documents in time 

and therefore they do not meet all the criteria required by law. this is also due 

to tolerance of ICMM to receive documents after the stipulated deadline.   

Impact Failure to comply with the statutory deadline and issuance of licences and 

permits after the stipulated dates may lead to performance of activities by 

individuals/businesses without licences, illegal use of resources and damage 

of budget. 

Recommendation A1 The Chairman of the Board should ensure that the process of issuing or 

granting licenses and permits or refusal thereof is carried out within the 

statutory deadlines. 

Issue A2 – Inefficient management of illegal operators 

Finding  According to Article 38 of the Law No. 03/163 on Mines and Minerals, a 

Person desiring to conduct a Special Operation shall submit to the ICMM a 

completed application for the issuance of a Permit to conduct the concerned 

Special Operation; and according to Article 70 of this law, if there are any 

illegal exploration, mining and special operations, the inspectorate shall 

immediately inform the Kosovo Police and, with their assistance, shall 

confirm the identity of the persons involved in such activities. Such persons 

shall be subject to administrative fines and criminal penalties established by 

the law.  

During 2019, ICMM performed regular inspection whereby it identified 194 

cases  (businesses/individuals)  of  processing  of mineral resources such as:  
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processing of sand and gravel, quarry with sorting plant, use of concrete base, 

which were not encountered with by mining activities, but there are plants 

ready for work for which businesses do not have the permit issued by ICMM 

to conduct special operations. The Inspectorate had placed strips on these 

enterprises in the mineral spaces with the measure of prohibiting the exercise 

of the mining activity.    

When re-inspecting the businesses, the inspectorate found that 31 cases 

(businesses/individuals) carried out their activities without the special 

operation permit. 

We tested ten (10) samples and found that ICMM applied the penalties to all 

such cases pursuant to legal requirements.  

Until the end of 2019, 60 illegal businesses or operators applied to be issued 

with the special operation permits. The Board issued a total of 53 permits to 

businesses/individuals, whereas the rest remains not being issued with 

operation permits yet.  

According to the Chief Inspector, the reasons for not issuing permits to these 

businesses/individuals are: non-issuance of municipal consents by 

municipalities, lack of environmental consents, no areas of use and large 

debts accumulated over the years towards ICMM and inability to pay them. 

For the afore reasons, they do not meet the criteria to be issued with special 

operation permits for their regular activities. 

Impact Non-issuance of special operation permits to the businesses may make them 

operate illegally, where, consequently, we may have improper use of 

resources, mineral resources and destruction thereof, and therefore failure to 

collect revenues and protect the interests of citizens. 

Recommendation A2 The Chairman of the Board should, in order to increase the effectiveness of 

inspections, take actions to improve the cooperation among the sector and the 

inspectorate, the Kosovo Police, the Agency for Management of Sequestrated 

Property and the Municipal Inspectorate, to prevent operation in absence of 

relevant permits. 

2.1.2 Wages and Salaries 

The final budget for Wages and Salaries in 2019 was €796,061, of which 99.6%.  

The number of ICMM employees by budget was 80, whereas according to AFS, by the end of 2019  

the current number of employees was 76, of which 74 full-time and 2 part-time. During 2019 there 

were no new staff employed, whereas there were 8 recruitments through internal procedure (staff 

promotion). 
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We have tested eight (8) samples of €8,362 as part of substantive testing, and seven (7) samples as 

part of compliance testing.    

From examination of samples, we identified the following: 

Issue A3 – Promotion of internal staff with no preliminary recruitment plan  

Finding  According to Article 18.2 of Law No. 03/L-149 on Civil Service, and Article 

3.2 of Regulation no. 02/2010 on Recruitment Procedures in Civil Service, one 

of the basic criteria for admission to civil service is preparation of plan for 

staff recruitment for the following year, and prior to carrying out the 

procedures the confirmation of availability of funds for vacant positions 

should be made.   

During the year 2019, the ICMM executed eight (8) internal recruitment or 

staff promotion procedures. These new positions were not planed in the 

annual staff plan, and there was no confirmation on availability of funds for 

respective positions. Neither in the Organisational Chart were such positions 

planned.  

This occurred with the reasoning that there were spare funds under the 

salaries economic category, and that MPA approved these positions in 

September 2019.   

Impact Promotion of staff with no funds available can lead to entering into 

obligations towards staff, and thus failure to pay staff may lead to initiation 

of court disputes.  

Recommendation A3 The Chairman of the Board should, prior to carrying out any recruitment or 

promotion procedure, ensure that the positions in question are included in 

the staff plan, they are envisaged in the organisational chart, and that the 

budgetary funds are available.    

2.1.3      Goods and Services  

The final budget for Goods and Services in 2019 was €416,881, of which €403,817 or around 97% 

were spent. Those relate to other contracting services, rent expenses, telephone service expenses, 

advances for official travels, expenses for equipment less than €1,000, luncheons, fuels for vehicles, 

travels abroad, etc.  

We have tested five (5) samples of €54,401 as part of substantive testing, and six (6) samples as part 

of compliance testing.   

From examination of samples, we identified no irregularity to report. 
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2.1.4 Capital Investments 

The final budget for Capital Investments was €89,000, of which €68,906 or 77% were spent in 2019. 

Those relate to purchase of a software in amount of €8,906 and payment of €60,000 to a company 

the ICMM was in court dispute with as per the court decision.  

We have tested the only purchase made from this category as part of substantive testing, and two 

(2) samples as part of compliance testing.   

From testing of samples, we identified no irregularity to report. 

2.2 Capital and non-capital assets 

The amount of capital assets (more than €1,000) of ICMM presented in AFS was €429,424, that of 

non-capital assets (less than €1,000) is €71,120, and of stock was €14,397.  

We have tested five (5) samples of €23,896 (purchases of the year) as part of substantive testing, and 

five (5) samples as part of compliance testing.   

We have also examined the way the assets register and inventorying were kept. All these processes 

were manged according to the requirements of the Regulation MF-no.02/2013 on Management of 

Non-Financial Assets by Budget Organisations.  

From testing in this category, we identified no irregularity to report. 

2.3 Receivables 

The ICMM disclosed in the 2019 AFS receivables in amount of €28,099,676. This is made of royalties 

amounting €21,232,102 or 75.5%, other fines amounting €5,955,948 or 21%, and administrative fees 

amounting €911,589 or 3.5%. Compared to 2018, receivables increased by €2,231,530 or 8%.   

We have tested 21 samples of €2,059,568 as part of substantive testing, and ten (10) samples as part 

of compliance testing. 

From examination of samples, we identified the following: 

Issue A4 – Inefficient management of accounts receivable  

Finding  ICMM has not established an efficient process for management of accounts 

receivable as they keep growing over years. Accounts receivable at the end of 

2019 were €28,099,676 which compared to previous year they increased  by 

€2,231,530 or 8%. 
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For a more efficient management and reduction of accounts receivable, in 

2019 the ICMM reached agreements with 63 companies for rescheduling of 

debt (payment of debt in instalments). In 12 cases the companies did not 

adhere to the terms of the agreement therefore the ICMM applied to them the 

interest retroactively for the whole year. Furthermore, the Legal Office took 

measure and filed criminal reports before the Basic Courts against 47 

businesses/individuals. 

One of the reasons for increase of debts concerned an entity (publicly owned 

enterprise) which operated and reported on quarterly basis on the mining 

operations and use of minerals, but it did not pay the reported obligations 

until the end of 2019. The amount of debt from this entity reaches €15,504,457 

or 55% of the total.  

Impact Inefficiency in collection of outstanding debts can create negative impact to 

other entities and thus make them not pay their obligations in time. The 

seniority of debts makes unable the collection thereof because of direct 

financial loss to the state budget.  

Recommendation A4 The Chairman of the Board should ensure a more efficient monitoring of 

receivables management, prevent the constant increase thereof, and he/she 

should undertake additional actions, including revocation of licences in case 

of non-payment of obligations by debtors. 

2.4 Liabilities  

2.4.1 Outstanding liabilities  

The statement of liabilities at the end of 2019 was €12,0913, all from Goods and Services (fuels for 

vehicles, vehicles servicing, IT maintenance and postal services). The reason for non-payment was 

absence of budget. These liabilities are carried forward to be paid in 2020.  

We have tested five (5) samples of €15,133 as part of substantive testing, and the monthly report of 

liabilities to Ministry of Finance (MoF).  

                                                      
3 This amount is presented by the audited entity 



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

 

16 

Issue A5 – Inaccurate Reporting of Liabilities  

Finding  According to Article 17.3 of Regulation no. 01/2017 on Annual Reporting of 

OBs, budgetary organizations shall report all liabilities (invoices) generated 

until December 31 of the reporting year. 

From our testing, we found that two invoices – one amounting €3,290 and the 

other one €1,650 – received in December 2019, were not presented in the 

report of liabilities in AFS. Therefore, the outstanding liabilities for 2019 were 

understated by €4,940. 

This occurred because these invoices were paid in January 2020, and, 

according to officers in charge, when preparing the AFSs they did not appear 

as outstanding liabilities.  

Impact Incomplete and inaccurate reporting of liabilities indicate that the AFSs do 

not present a true balance of liabilities. This may lead to non-payment of 

obligations towards contractors. 

Recommendation A5 The Chairman of the Board should undertake all the required measures to 

strengthen controls over these processes. He/she should further ensure that 

the accurate amounts of liabilities are presented in AFS and in accordance 

with the legal requirements.  

2.4.2 Contingent liabilities  

The statement of contingent liabilities at the end of 2019 was €24,019. These liabilities relate to 

damage compensation to a natural person - the litigation in value of €11,000 is still pending before 

the court, and the compensation of €13,019 to an employee of ICMM. 

2.4.3 Contractual obligations 

The amount of contractual obligations at the end of 2019 was €79,505 and they belong to goods and 

services. 
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2.5 Internal audit function 

The Internal Audit Unit (IAU) operates with one staff member who is the Director of the IAU. The 

IAU had prepared the strategic plan 2019-2021 and the annual work plan wherein the units and 

areas representing higher sensitivity were included and were planned to be audited. In 2019 there 

were planned and carried out five (5) regularity audits and one specific audit on demand. The audits 

covered the areas of revenues, inspectorate department, complaints from third parties, procurement 

unit and transport management.  

For each audited unit, the management’s action plan was prepared wherein the actions to be 

undertaken and the period for implementation of recommendations are described. The IAU made 

54 recommendations, of which  35 were addressed, 13 are being addressed and six (6) are not 

addressed. 

The Audit Committee is established with the ICMM and regular meeting on quarterly-basis are held 

and minutes of meetings are kept. The status of recommendations and steps to be taken for 

implementation of recommendations are discussed in detail in these meetings.  

3 Progress in Implementing Recommendations  

Our Audit Report on the 2018 AFS of ICMM resulted in no recommendation.  
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Table 4 Summary of prior year recommendations and of 2019 

N
o 

Audit area Recommendations of 2019 

 

1 Revenues The Chairman of the Board should ensure that the process of issuing or 

granting licenses and permits or refusal thereof is carried out within the 

statutory deadlines. 

2 Revenues The Chairman of the Board should, in order to increase the effectiveness 

of inspections, take actions to improve the cooperation among the sector 

and the inspectorate, the Kosovo Police, the Agency for Management of 

Sequestrated Property and the Municipal Inspectorate, to prevent 

operation in absence of relevant permits. 

3 Wages and 

Salaries 

The Chairman of the Board should, prior to carrying out any recruitment 

or promotion procedure, ensure that the positions in question are 

included in the staff plan, they are envisaged in the organisational chart, 

and that the budgetary funds are available. 

4 Receivables  The Chairman of the Board should ensure a more efficient monitoring of 

receivables management, prevent the constant increase thereof, and 

he/she should undertake additional actions, including revocation of 

licences in case of non-payment of obligations by debtors. 

5 Outstanding 
Liabilities 

The Chairman of the Board should undertake all the required measures 
to strengthen controls over these processes. He/she should further 
ensure that the accurate amounts of liabilities are presented in AFS and 
in accordance with the 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: Letter of Confirmation 

 

 

 


