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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 Obiliq 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 Lavdim 

Maxhuni - Team Leader, and Ilir Abazi and Fetah Osmani - team 

members, under the management of the Head of Audit 

Department, Shkëlqim Xhema.  

 

 

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

http://zka-rks.org  
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Executive Summary  

This report summarises the key issues arising from our audit of the Municipality of Obiliq 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 process of preparation of the Annual Financial Statements has been managed in accordance 

with the legislation in force. 

Financial Management and Control - although internal controls have operated effectively, obvious 

weaknesses have been noted in important financial areas such as: misclassification of 

expenditures, revenue management, supplies through framework contracts, lack of executive 

projects on capital investments, poor segregation of duties, subsidies management and inaccurate 

disclosure of accounts receivable. 

Management has taken steps to address the prior year recommendations. Of the 11 

recommendations, eight were implemented, one was in the process of implementation, one 

recommendation was considered closed, and one recommendation has not yet been implemented. 

Opinion of the Auditor General1 

Unmodified Opinion   

For more details, see Chapter 1 of this report.  

Response of Management in audit 2019  

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

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

management and staff of Municipality during the audit process.   

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

Annual Financial 
Statements

Financial 
Management and 

Control

Implementation of 
recommendations 
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Audit Scope and Methodology 

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

records in regard to as the following: 

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

matters for the audit period; 

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

regulations;  

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

and 

 Whether appropriate actions for implementation of audit recommendations have been 

undertaken. 

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

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

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

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

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

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

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

be made to the systems and procedures operated.  

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

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

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

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

(ISSAIs). Audit examinations were carried out in order to allow expressing opinions on AFS which 

comprise the Statement of Cash Receipts and Payments, and Budget Execution Statement, 

provided further in detail.  

Unmodified Opinion  

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

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

Accounting Standards according to cash based accounting. 

Basis for the Opinion 

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

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

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

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

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

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

Responsibility of Management for AFS  

The Mayor of Obiliq and 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 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 

The Municipality generally has in place a good system of controls in relation to its statutory 

obligations. For 2019, 84% of the final budget was spent, while the main areas where 

improvements are needed are misclassification of expenditures, revenue management, supplies 

through framework contracts, and lack of executive projects on capital investments, poor 

segregation of duties, subsidies management and inaccurate disclosure of accounts receivable.  

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   12,168,718 12,839,920 10,736,831 84% 6,387,148 5,870,255 

Government Grant -
Budget  

11,072,293 11,072,294 9,849,471 89% 5,613,954 5,090,813 

Carried forward from 
previous year3–  

0 706,752 398,312 56% 169,938 133,548 

Own Source Revenues 4 1,035,562 1,035,562 478,177 46% 530,367 548,797 

Domestic Donations 0 6,542 5,682 87% 18,705 5,842 

External Donations  0 7,380 0 - 50,634 91,255 

Financing from 
borrowing 

60,863 11,390 5,189 46% 3,550 0 

                                                      
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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The final budget is higher than the initial budget by €671,202. This increase is a result of revenues 

carried forward from the previous year in the amount of €706,753, as well as domestic and 

external donations in the amount of €13,922, while borrowing was decreased by €49,473. 

In 2019, the Municipality of Obiliq spent 84% of the final budget or €10,736,831, unlike in 2018 

when 87% of expenditures was spent. However, the explanations are given on how the budget is 

implemented at the category level in the table below.  

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

Description 
Initial 

Budget 
Final 

Budget 
2019 

Outturn 
% of 2019 

Outturn  
2018 

Outturn 
2017 

Outturn 

Spending of funds by 
economic categories 

12,168,718 12,839,920 10,736,831 84% 6,387,148 5,870,255 

Wages and Salaries 4,078,259 4,123,259 3,908,949 95% 3,833,181 3,695,367 

Goods and Services  723,930 750,562 717,363 96% 520,242 350,052 

Utilities 276,675 330,061 246,323 75% 148,160 167,628 

Subsidies and 
Transfers 

832,800 836,210 632,161 76% 139,930 135,981 

Capital Investments  6,257,054 6,799,828 5,232,035 77% 1,745,635 1,521,227 

Explanations for changes in budget categories are given below: 

 The final budget for the category of Wages and Salaries was increased by €45,000, from 

revenues carried forward; 

 The final budget compared to the initial budget for the category of Goods and Services was 

increased by €26,632 from revenues carried forward from the previous year; 

 In the category of Utilities, the budget was increased by €53,386 from the revenues carried 

forward from the previous year: 

 The final budget in the category of Subsidies was also increased from revenues carried 

forward by €3,410; and 

 The final budget compared to the initial budget in the category of Capital Investments was 

increased by €542,774. This increase was a part of the revenues carried forward from the 

previous year in the amount of €528,852, while the rest was from co-financing and external 

donations. The level of expenditure by 77% was due to legal property issues in the 

asphalting of some roads as well as complaints to the PRB. 
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Regarding the classification of expenditures, we have handled the following issue: 

Issue B1 - Misclassification of expenditures in economic categories 

Finding  According to Financial Rule no. 01/2013/MoF “On Public Funds 

Expenditure”, expenditures must have adequate codes, defined by the 

Administrative Instruction for the chart of accounts; additionally, the 

Treasury chart of accounts has defined the relevant codes and categories of 

expenditures that BOs must apply. 

During 2019, the municipality paid and recorded expenditures in the 

amount of €12,528 in inadequate economic categories as follows: 

 In one case, the amount of €8,441 was paid from the economic 

category of Capital Investments, although by nature it belonged to 

the category of Goods and Services, such as: (Maintenance and 

regulation of public areas such as waste collection, etc.); and 

 In two cases, the municipality paid jubilee salaries to retired 

employees in the amount of €4,087 from the category of goods and 

services. 

According to the Municipality, these are a consequence of the limited 

budget for Goods and Services, and the inability for jubilee salaries to be 

paid from the budget of Wages and Salaries. 

Impact Payments made from the inadequate category affect the misclassification of 

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

provide inaccurate information to the users of the AFS. 

Recommendation B1 The Mayor should ensure that all actions are taken to plan expenditures in 

adequate budget allocations or reallocation of funds and payment and 

recording of expenditures should be done according to adequate economic 

codes. 
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2.1.1  Revenues  

The planned budget of own source revenues for 2019 was €1,035,562, while the execution was in 

the amount of €972,594. They have to do with property tax, business revenues tax, etc. In addition, 

this year the municipality has received revenues from traffic fines, in the total amount of €111,142, 

these revenues are not included in the table below because these are planned and implemented by 

line ministries.  

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget  
Final 

Budget 
2019 

Receipts  
% of 2019 

Receipts  
2018 

Receipts 
2017 

Receipts 

Tax revenues  559,323 559,323 485,616 87% 431,175 333,395 

Non-tax revenues  476,239 476,239 486,978 102% 486,100 558,453 

Total 1,035,562 1,035,562  972,594 94% 917,275 891,848 

 

It is worth mentioning that compared to last year, this year the municipality has generated more 

revenues by €55,319 or expressed in percentage by 6%. The most significant increase is in property 

tax and business tax. Regarding our tests, we have noticed the following: 
 

Issue A1 – Non-payment of business tax 

Finding  According to Regulation (KO) No. 2/2018 on Tariffs, Charges and 
Municipal Fines, Article 7 - Penalties, para 2, stipulates that court 
proceedings will be initiated before the competent court for coercive 
execution against the business entity that does not pay the municipal tax for 
conducting business activity for the fiscal year according to the deadlines. 

During the testing, we found in 13 cases that business entities have paid 
only €2,940 from the amount invoiced by €25,340 for the business activity 
tax. In this respect, the municipality has issued final warnings to seven 
businesses with higher debts5, but then it did not proceed with further 
procedures required by the regulations to initiate court proceedings for 
coercive execution. 

On the other hand, the municipality reasoned that it did not act according to 
regulation in order not to affect the smooth operation of businesses. 

Impact Failure to take the measures required by the municipality against business 

entities for delays in payment of taxes for the exercise of activity affects that 

planned revenues from these taxes are not collected, reducing the possibility 

of financing projects planned from own source revenues. 

                                                      
5 The municipality has issued final warnings to seven businesses with higher debts; the municipality has not issued a warning against 

one business although it owed €5,000 on the grounds that it is in the process of bankruptcy. The municipality did not issue warnings 
against five other businesses because they made some payments and their debt was lowest. 
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Recommendation A1 The Mayor should ensure that the respective directorate, in accordance with 

the law, takes all measures against business entities that do not fulfil their 

obligations and initiates proceedings through the court or enforcement 

agents to collect them. 

2.1.2 Wages and Salaries 

The final budget for Wages and Salaries was €4,123,259, of which €3,908,949 or 95% was spent.  

The number of employees planned by 2019 budget was 645, whereas by the end of the year the 

number of employees was 706. The difference between the current number and planned number 

of employees is due to the engagement of educational staff in cases of replacement of maternity 

leave employees and the number of members of the municipal assembly. 

During 2019 there were employed 40 new staff, of whom 11 were temporary employees. During 

2019, 31 employees were hired with special service agreements through recruitment procedures, 

which were terminated during 2020.  

Under this category, we have tested 31 samples of €15,702 as part of substantive testing, and 12 

samples as part of compliance testing.    
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2.1.3      Goods and Services  

The final budget for Goods and Services, including Utilities, in 2019 was €1,080,623, of which 

€963,687 were spent. Those mainly relate to other contracting services, maintenance of local roads, 

fuel, municipal costs, medical supplies, etc. We have tested 28 samples of €208,886 as part of 

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

Issue A2 – Exceeding of the limits of order beyond 30% for the Public Framework Contract 

Finding  Para 56.10 of Rules and Operational Guidelines for Public Procurement 

stipulates that: The permitted discrepancy cannot be higher than 

plus/minus thirty percent (30%), it also applies to Lots and to the items, and 

in  case of reaching the permitted threshold, CA cannot place other orders 

for that Lot or item. 

During the testing of the payment for supply of laboratory material in 

amount of €4,000, we found that the municipality exceeded the quantity of 

orders from the permitted rate of 30% above the contracted quantity, in the 

following items: 

 Item 24. Test Tube, the contracted quantity was 1500 pieces, while 

2000 pieces or 33.33% were supplied, exceeding the limit by 500 

pieces or 3.33%; and 

 Item 29. Extensions of micropipettes 5-50, the contracted quantity 

was 750 pieces, while 2400 pieces were supplied or 220%, exceeding 

the limit by 1,650 pieces or 190%. 

The value exceeded of the quantities contracted for the both items was €603. 

The reason why this has happened is the deficient controls and incorrect 

planning of the annual needs for medical material. 

Impact Weaknesses in supplies exceeding the contracted quantities beyond the 

permitted norms for some products will negatively affect and prevent the 

supply of other necessary products. 

Recommendation A2 The Mayor should ensure that requesting units make more realistic 

planning for supply needs, and contract managers should not allow supply 

beyond the limits set by the public framework contract. 
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2.1.4 Subsidies and Transfers  

The final budget for Subsidies and Transfers was €836,210, of which €632,161 was spent. Subsidies 

are provided mainly to individual beneficiaries, but also to public entities and non-public entities, 

for health, cultural, educational, youth and sports purposes. The municipality has prepared an 

annual plan and annual report on subsidised projects.  

We have tested 15 samples of €108,180 as part of substantive testing, and five (5) samples of 

€121,199 as part of compliance testing. The identified shortcomings are related to: 
 

Issue A3 – Shortcomings in subsidy procedures 

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

Public Funding of NGOs, stipulates that the public call must be open for at 

least fifteen (15) working days (Article 12, para 3) and that beneficiaries 

must prove payment of tax liabilities (Article 20, para 3). 

From the examination of the case/subsidy for increase of health care in 

amount of €56,070, we found that the public call was made for a period of 

seven (7) days, while the beneficiary was not required to prove the payment 

of taxes. 

This occurred due to poor control and monitoring by officers in charge for 

the public call and due to setting criteria for subsidies. 

Impact Public call and incorrect determining of criteria according to the regulation 

may affect that the beneficiary NGOs will not fulfil their tax liabilities and 

will not be sufficiently informed about the subsidy process. 

Recommendation A3 The Mayor should ensure that the process of subsidising through a public 

call and setting criteria is done in accordance with the deadlines and 

requirements of the regulation on subsidising NGOs. 
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2.1.5 Capital Investments 

The final budget for Capital Investments was €6,799,828, of which €5,232,035 was spent in 2019. 

They mainly relate to regulation of infrastructure, social centres, as well as various improvements 

to facilities and inventory, etc.  

We have tested 50 samples of €2,855,398as part of substantive testing, and five (5) samples as part 

of compliance testing.   
 

Issue A4 – Lack of executive projects when issuing tender dossiers 

Finding  Law no. 04/L-042 on Public Procurement, Article 28, para 10, stipulates the 

in preparation of technical specifications for work contracts, Contracting 

authority is responsible for the design of the Executive Project and is not 

permitted to issue tender documents without attaching a detailed project 

description.  

In this regard, we have noticed that the municipality during 2019 signed 

nine (9) work contracts in the absence of executive projects. The reason for 

this, according to the responsible officers, was that until April 2019, the 

municipality did not have a contract for drafting projects while 

procurement procedures had started at the beginning of the year. 

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

results in incompliance with the requirements of the procurement law, and 

may affect the poor implementation of employment contracts and 

unforeseen expenses or poor value for the money spent. 

Recommendation A4 The Mayor should ensure that when initiating procurement procedures for 

contracting works/construction to ensure in advance that the requesting 

units have drafted the executive project in accordance with the needs and 

legal requirements. 
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Issue A5 – Inadequate segregation of work duties 

Finding  Rules and Operational Guidelines for Public Procurement, Article 62, 

stipulates that an official from a department who prepared specifications 

and/or terms of reference, or determined quality standards, or prepared 

drawings cannot sign for the receipt of goods. 

In this respect, in the contract for purchase of car ambulances in amount of 

€79,900, the officer in charge for preparation of technical specifications also 

participated in the technical acceptance of the equipment (car ambulances in 

the capacity of the commission chair). 

The cause of this was the improper attention of the responsible officers to 

eliminate such situation. 

Impact Weaknesses in segregation of duties and non-implementation of public 

procurement rules and guidelines during the procurement process lead to 

violation of principles of proper segregation of duties aimed at avoiding any 

potential conflict. 

Recommendation A5 The Mayor should ensure that all public procurement procedures and rules 

are applied regarding the fair segregation of duties during the procurement 

process, in order to avoid any potential conflict. 

2.2 Capital and non-capital assets 

The amount of capital assets presented in AFS is €49,718,011, that of non-capital assets is €317,627, 

and of stock is €129,134. We have tested 100 samples of €3,374,691 as part of substantive testing, 

and in terms of compliance, we performed tests according to the audit programme.   
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2.3 Receivables 

The municipality in the 2019 AFS disclosed receivables in the amount of €1,049,469. This amount 

consists of property tax in the amount of €648,840, business taxes in the amount of €97,580 and 

other revenues in the amount of €303,049. 

Regarding the management of receivables, we have noticed the following:  
 

Issue C1 – Inaccurate disclosure of the accounts receivable value in the AFS 

Finding  MoF Regulation no. 01/2017 on Annual Financial Reporting by Budget 

Organizations, Article 16, stipulates that BOs that collect revenues are 

obliged to keep records of collected revenues and invoiced but uncollected 

amounts. Receivables are disclosed in the annual financial report in the 

relevant table by type of revenue. 

 The Municipality did not reconcile the final balances of the accounts 

receivable card for property tax with the initial balances, therefore in 

the AFS, this account was overstated by €50,714; and 

 The Municipality did not present at all the accounts receivable from 

the construction permit tax to be paid after 2019 (unpaid 

instalments) in the amount of €50,772. 

The discrepancy between the balances of accounts receivable from property 

tax and the non-presentation of debts from unpaid instalments after 2019 for 

the construction permit fee hs occurred due to non-harmonization of 

balances and improper communication between the Directorates of 

(Urbanism and Finance). 

Impact Weaknesses identified in the disclosures of accounts receivable affect the 

disclosure or presentation of inaccurate information about their value in the 

AFS. At the same time, such differences also affect the planning of projects, 

which could be planned based on the efficiency of their collection by the 

municipality. 

Recommendation C1 The Mayor should take measures to ensure that accounts receivable are 

recorded on the basis of invoices and that their value is accurately disclosed 

in the AFS after the harmonisation of records by the relevant directorates 

with the CFO. 
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2.4 Liabilities  

2.4.1 Outstanding liabilities  

The statement of liabilities not paid to suppliers at the end of 2019 was €41,4146. These liabilities 

are carried forward to be paid in 2020. Compared to 2018, the municipality has shown progress in 

managing unpaid invoices, by significantly reducing liabilities at the end of the year (outstanding 

liabilities at the end of 2018 were €151,991). 

We have tested five (5) samples for this account and we found no issue. 

2.4.2 Contingent liabilities  

The statement of contingent liabilities at the end of 2019 was €1,651,292. Of this amount, most 

cases relate to the payment of salaries, while others relate to property and administrative issues. 

We have tested five (5) samples for this account and we found no issue to report. . 

2.4.3 Contractual obligations 

Contractual liabilities reported by the Municipality at the end of 2019 are in the amount of 

€1,009,7797. 

2.5 Internal audit function 

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

auditor planned six (6) regular audits in the Annual Audit Plan for 2019 based on risk assessment 

and priorities. Of these, four audits were carried out which were related to the activities of 2018 

and 2019.  

The Audit Committee (AC), during 2019 held six (6) meetings where the findings and 

recommendations of the IAU were reviewed, and the reports of the CAO were discussed. 

  

                                                      
6 This amount of liabilities includes; goods and services by €23,358, municipal expenditures by €18,056, disclosed by the municipality of 

Obiliq 
7 This amount is provided by the Municipality of Obiliq, which we have not managed to audit. 
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3 Progress in Implementing Recommendations  

Our Audit Report on the 2018 AFS resulted in 11 recommendations. The Municipality prepared an 

Action Plan stating how all recommendations will be implemented. It submitted the Progress 

report on implementation of recommendations (30th of September and 15th of March) under 

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

At the end of our 2019 audit, of 11 prior year recommendations, eight (8) were implemented; one 

(1) was under implementation; one (1) is considered closed, and one (1) recommendation is not 

implemented yet. For a more thorough description of the recommendations and the way they 

have been addressed, see Table 4 (or Table of recommendations).   

Table 4 Summary of  prior year recommendations and of 2019 

No Audit area Recommendations  of 2018  Actions undertaken  Status 

1 Annual 
Financial 
Statements  

The Mayor should be engaged so 
that during budget planning for 
the organisation are assessed real 
needs of the municipality in order 
to make adequate budget planning 
and to eliminate errors in 
classification of expenditures in 
respective economic categories. 

Even this year we 
have identified 
misclassification of 
expenditures see 
issue B1. 

Repeated  

2 Budget 
Planning and 
Execution 

The Mayor should undertake a 
systematic assessment of reasons 
behind the low level of budget 
execution of price investments in 
2017, and determine practical 
options for improvement of 
performance for 2018. Where initial 
budget forecasts are incorrect, this 
should be fully reflected in the final 
budget position. While planning 
and spending for capital projects 
should be done conform economic 
codes, for respective categories 
depending on benefits. 

The municipality has 
taken measures to 
address this 
recommendation and 
increased the budget 
execution rate this 
year. 

Implemented  

3  The Mayor should ensure controls, 
greater accountability and timely 
fulfilment of liabilities towards 
operators, and avoid entering into 
liabilities in lack of funds or 
contracts. Also, during the budget 
planning should be done an 
estimation of possible amounts of 
cash outflow from court disputes 

The municipality has 
taken measures to 
address this 
recommendation and 
there were no such 
cases this year. 

Implemented  
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and plan them within the annual 
budget, so that is not risked 
implementation of other planned 
projects. 

4 Wages and 
Salaries 

The Mayor should ensure that are 
designed proper controls so that 
recruitments are done through a 
transparent, competitive process 
and in accordance with legal 
requirements. In cases when there 
are insufficient human resources, 
consultations should be made with 
relevant central bodies (relevant 
ministry) and such cases should be 
regulated according to the 
regulation. 

The municipality has 
taken measures to 
address this 
recommendation and 
there were no such 
cases this year. 

Implemented 

5 Wages and 
Salaries 

The Mayor should ensure that 
employees with SSA are engaged 
only in cases when there are 
specific requests. For all regular job 
positions should be ensured that 
they are budgeted from the 
category of wages and salaries and 
paid out of the payroll system. 

The municipality has 
taken measures to 
address this 
recommendation and 
there were no such 
cases this year. 

Implemented 

6 Capital 
Investments 

The Mayor should secure available 
resources for implementation of 
projects, on the other hand secure 
that additional works are preceded 
by an annex contract that specifies 
precisely conditions and prices of 
works or service received. 

The municipality has 
taken measures to 
address this 
recommendation and 
there were no such 
cases this year. 

Implemented 

7 Capital 
Investments 

The Mayor should ensure that 
project managers require from the 
contractors to apply the 
construction book, as a tool for 
construction and development of 
the Project. 

The municipality has 
taken measures to 
address this 
recommendation and 
there were no such 
cases this year. 

Implemented 

8 Capital 
Investments 

The Mayor should ensure that 
before initiating procedures 
projects are planned in their 
entirety, and all property issues 
resolved, so that there are no 
setbacks or unimplemented 
projects. 

The municipality has 
taken measures to 
address this 
recommendation and 
there were no such 
cases this year. 

Implemented 

9 Receivables The Mayor should ensure that are 
actively reviewed all possible 
options by establishing policies and 
regulations to increase efficiency of 

The municipality has 
taken partial 
measures for this. We 
have noticed 

Partly 
implemented 
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collection of receivables. All 
measures should be reviewed in 
accordance with the law against 
operators who do not meet 
obligations. In addition, 
municipality should consider the 
possibility of using a software for 
their management. 

weaknesses in the 
harmonisation and 
presentation of 
accounts in the AFS. 
See issue C1. 

10 Internal Audit 
System 

The Mayor should consider that 
with the creation of budgetary 
conditions, to plan additional staff 
for the IAU, in order to fully 
functionalise this unit and 
implement the annual plan. At the 
same time, IAU should include 
more audits in order to improve 
the efficiency in the process of risk 
management, control and 
governance. 

The municipality has 
taken measures to 
address this 
recommendation 
where during the 
audit process it 
announced the 
vacancy for internal 
auditor.  

Implemented 

11 Management 
Reporting, 
Accountabilit
y and Risk 
Management 

The Mayor should ensure that a 
review has been carried through to 
determine the form of financial and 
operational reporting to Senior 
Management. Budgetary 
performances, CI expenditures, 
and procurement plan should be 
subject to regular reporting and 
reviews by the Management. 
Further on, in order to reduce the 
impact of risks to acceptable levels, 
the Organization should draft a 
risk register with all appropriate 
measures/actions to put the 
exposed threats under control. 

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

Closed 

No Audit area Recommendations of 2019 

 

1 Budget 

Planning and 

Execution  

The Mayor should ensure that all actions are taken to plan expenditures in 

adequate budget allocations or reallocation of funds and payment and 

recording of expenditures should be done according to adequate economic 

codes. 

2 Revenues The Mayor should ensure that the respective directorate, in accordance 

with the law, takes all measures against business entities that do not fulfil 

their obligations and initiates proceedings through the court or enforcement 

agents to collect them. 

3 Goods and The Mayor should ensure that requesting units make more realistic 

planning for supply needs, and contract managers should not allow supply 
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Services  beyond the limits set by the public framework contract. 

4 Subsidies and 
Transfers 

The Mayor should ensure that the process of subsidising through a public 
call and setting criteria is done in accordance with the deadlines and 
requirements of the regulation on subsidising NGOs. 

5 Capital 
Investments 

The Mayor should ensure that when initiating procurement procedures for 
contracting works/construction to ensure in advance that the requesting 
units have drafted the executive project in accordance with the needs and 
legal requirements. 

6  The Mayor should ensure that all public procurement procedures and rules 
are applied regarding the fair segregation of duties during the procurement 
process, in order to avoid any potential conflict. 

7 Receivables  The Mayor should take measures to ensure that accounts receivable are 
recorded on the basis of invoices and that their value is accurately disclosed 
in the AFS after the harmonisation of records by the relevant directorates 
with the CFO. 

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

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

Applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework.  

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

disclaimer of opinion. 

Determining the type of modification to the auditor’s opinion  

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

 The nature of the matter giving rise to the modification – that is, whether the financial 
statements are materially misstated or, in the event that it was impossible to obtain 
sufficient appropriate audit evidence, may be materially misstated; and  

 The auditor’s judgment about the pervasiveness of the effects or possible effects of the 
matter on the financial statements.  

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

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

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

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

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

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

both material and pervasive to the financial statements. 

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

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

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

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

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

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

that management remove the limitation.  

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

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

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

responsibility. It also includes illustrative examples of reports.  

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

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

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

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

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

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

refer to information presented or disclosed in the financial statements. 

158. An Emphasis of Matter paragraph should:  

 be included immediately after the opinion;  

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

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

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

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

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

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

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

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

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

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

 

 

 


