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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 Partesh 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 Edon 

Kabashi - Team Leader, and Faik Thaqi - team member, 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 the Municipality of Partesh 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.  

Although internal controls have operated effectively in some areas, financial management and 

control have been followed by obvious weaknesses in some important financial systems. A 

challenge for the institution remains revenue management, asset management, accounts receivable 

management and liabilities. 

The response to the previous year recommendations shows that of ten (10) recommendations, 

three (3) were implemented, two (2) were under implementation, two  (2) were not implemented 

yet, while three (3) recommendations are 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 appreciates the cooperation from the 

management and personnel 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 Partesh 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 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 internal controls have operated effectively in some areas, financial management and 

control have been followed by obvious weaknesses in some important financial systems. 

However, there are some weaknesses that need to be addressed. A challenge for the institution 

remains revenue management, asset management, receivables management and liabilities. This 

reflects a lack of proper oversight by management in these areas.  

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   1,243,873 1,293,738 1,186,214 92 1,292,192 985,727 

Government Grant -
Budget  

1,181,301 1,181,301 1,158,374 98 1,263,825 929,927 

Carried forward from 
previous year3–  

-  51,854 17,824 34 - 40,956 

Own Source Revenues 4 58,283 58,283 10,016 17 28,367 14,844 

Domestic Donations -  2,300 - - - - 

Borrowing   4,289 - - - - - 

The final budget is higher than the initial budget by €49,865. This increase is a result of revenues 

carried forward from the previous year by €53,854, and from the increase from domestic donations 

€2,300 and a reduction in financing from borrowing €4,289. 

                                                      
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 92% of the final budget or €1,186,214, with a decrease of 2% 

compared to 2018. The explanations for the current position are detailed 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 

1,243,873 1,293,738 1,186,214 92 1,292,192 985,737 

Wages and Salaries 875,000 875,000 867,141 99 849,783 784,250 

Goods and Services  200,000 195,711 184,888 97 211,718 116,178 

Utilities 40,000 42,488 35,955 85 36,091 33,629 

Subsidies and Transfers 5,000 16,647 8,380 50 8,825 1,122 

Capital Investments  123,873 163,892 89,850 55 185,775 50,558 

Explanations for changes in budget categories are given below: 

 The budget for Goods and Services was decreased by €4,289 for funds from financing from 

borrowing which were transferred to the Ministry of Health; 

 The budget for Utilities was increased by €2,488 as a result of revenues carried forward; 

 The budget for Subsidies and Transfers was increased by €11,647 from the revenues carried 

forward from the previous year; and 

 The final budget for Capital Investments compared to the initial budget was increased by 

€40,019, as a result of revenues carried forward €37,719 from the previous year, and 

domestic donations €2,300. 
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Issue A1 – Misclassification of expenditures 

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

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

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

accounts defines the relevant codes and categories of expenditures that the 

BO should apply. 

Based on the court decision, the Treasury has made a payment in the 

amount of €5,158 from the category of capital investments for fuel costs that 

by nature belong to the category of goods and services. 

Impact Irregular classification of expenditures has caused incorrect presentation of 

expenditures in the Financial Statements and has affected the funds not to 

be spent according to the budget plan. 

Recommendation A1 The Mayor should ensure that all necessary actions have been taken to 

ensure that expenditures are planned in adequate budget allocations or that 

funds are reallocated and that payment and recording of expenditures is 

made according to adequate economic codes. 

2.1.1  Revenues  

Revenues generated by the Municipality in 2019 totalled €57,892. These relate to property tax 

revenues, administrative taxes, etc. The municipality also had indirect revenues from traffic fines 

in the amount of €1,920. 

Table 3. Revenues (in €) 

Description 
Initial 

Budget  
Final 

Budget 
2019 

Receipts  
% of 2019 

Receipts  
2018 

Receipts 
2017 

Receipts 

Revenues:  58,283 58,283 57,892 99 40,878 45,681 

Tax 16,000 16,000 21,243 133 6,987 11,510 

Non-tax  42,283 42,283 36,649 87 33,891 34,171 

 

The Municipality managed to collect 99% from the planned own source revenues, and there is a 

positive trend in collection of tax revenues from 2018. We have tested nine (9) samples as part of 

substantive testing, and 13 samples as part of compliance testing.    
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Issue B1 – Non-verification of registered properties 

Finding  Law no. 06/L-005 on Immovable Property Tax, Article 15, para. 2 requires 

that inspection activities are carried out every year for at least 20% of all 

facilities within the territory of the municipality. 

The Municipality had 2451 registered properties, but none of them was re-

surveyed during 2019. This was due to municipal officials having problems 

with the operation of the devices (tablets), lack of training about the 

programme and non-functioning of the network.  

Impact Low property inspection may result in incomplete information on current 

taxable property and affect the inaccurate assessment of property tax 

revenues. 

Recommendation B1 The Mayor should ensure that the devices are put into operation, trainings 

on the use of programme are held, and inspection of facilities for property 

tax is done according to the law in order to integrate all possible changes in 

the database for existing municipality properties. 

Issue A2 - Imposing business taxes on behalf of natural persons 

Finding  Law no. 06/L-016 on Business Organisations, Article 4 stipulates that 

economic activity in Kosovo may be exercised only by Business 

Organisations registered with the Business Registration Agency. Whereas, 

the charge has been applied based on the decision of the Municipal 

Assembly and the regulation on business tax collection. 

In 70 cases, natural persons exercising their activity were charged with a 

total value of €3,507 with business taxes, and not on behalf of businesses as 

fees are provided for in the decision of the Municipal Assembly. According 

to municipal officials, this was because these businesses were not registered 

as businesses with the Kosovo Business Registration Agency. 

Impact Charges on behalf of natural persons are not legal and may affect that the 

tax charges on business not to apply fees according to the decision of the 

Municipal Assembly. 

Recommendation A2 The Mayor should ensure that charges are applied to businesses registered 

in the municipality. For natural persons who exercise economic activity and 

are not registered as business, the mayor should co-operate with the 

relevant institutions to enable their registration as a business and then to 

charge them with tax. 
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2.1.2 Wages and Salaries 

The final budget for Wages and Salaries was €875,000, of which €867,141 was spent. The number 

of employees by budget law was 145, whereas by the end of the year the number of employees 

was 143. During 2019 there was employed one (1) new staff. We have tested 45 samples of €18,012 

as part of substantive testing, and 18 samples as part of compliance testing.    

Issue C1 – Payment of contributions after the deadline in absence of funds 

Finding  According to Article 38, para 5 of Law 05/L - 028 on Personal Income Tax, 

the declaration of taxes shall be made every month until the 15th of the 

following month. Withholding tax on wages and withholding of 

contributions was not paid within the deadline. This was due to a lack of 

financial means. 

Impact Non-withholding of tax and pension contributions affects the collection of 

general budget revenues and poses a risk to eventual payment of fines. 

Recommendation C1 The Mayor should ensure that declaration and payment of contributions 

and salary taxes is made in accordance with legal requirements complying 

with the procedures for withholding source taxes and contributions. 

2.1.3      Goods and Services  

The final budget for Goods and Services, and Utilities was €238,199, of which €220,843 was spent. 

They are mainly related to municipal expenses, travel, telecommunications, purchase of furniture 

and equipment, fuel and other combustion material, registration and insurance services, 

maintenance, etc. We have tested 27 samples of €45,079 as part of substantive testing, and five (5) 

samples as part of compliance testing.   
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2.1.4 Subsidies and Transfers  

The final budget for Subsidies and Transfers was €16,647, of which €8,380 were spent. 

Expenditures relate to NGO support and momentary assistance. We have tested five (5) samples 

of €4,080 as part of substantive testing, and five (5) samples as part of compliance testing.   

 

Issue A3 – Shortcomings in funding NGOs   

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

Public Funding of NGOs, Article 2, paragraph 6 stipulates that “the 

provider of financial support enters into a contract with the NGO” and 

Article 23 requires project monitoring and reporting. 

In one case, we noticed that the municipality has signed a memorandum 

with NGO for financial support in the field of culture and €2,500 have been 

paid for 2019. The memorandum is not in line with the requirements of the 

NGO funding regulation, which requires the signing of a contract, and the 

monitoring and reporting of projects. This happened because of lack of prior 

experience and failure to apply the MoF regulation. 

Impact The lack of conclusion of contract and project monitoring increases the risk 

that the funds will be used for other purposes and the set objectives will not 

be achieved and, as a result, it may damage the budget. 

Recommendation A3 The Mayor should ensure that the contract is concluded with the 

beneficiaries of subsidies and the project will be monitored in accordance 

with the requirements of the regulation. 
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Issue A4 – Lack of annual plan for financial support to NGOs 

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

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

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

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

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

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

The municipality has not prepared an annual plan for financial support of 

NGOs. The only reason given by municipal officials was that they have not 

prepared the plan. 

Impact The lack of an annual plan for financial support of NGOs is lack of 

information which areas will be supported by municipality, as well as the 

purposes for which these funds are provided. 

Recommendation A4 The Mayor should ensure that the annual plan for financial support of 

NGOs is prepared and ensure that it contains all the requirements set out in 

the Financial Support Regulations. 

2.1.5 Capital Investments 

The final budget for Capital Investments was €163,892, of which € 89,850 was spent. They are 

related to the costs of infrastructure regulation, road construction, sewerage, pavements, 

maintenance and various improvements to capital assets. We have tested 14 samples of €73,355 as 

part of substantive testing, and five (5) samples as part of compliance testing.   
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2.2 Capital and Non-capital Assets 

The amount of capital assets presented in AFS is €1,162,005, and that of non-capital assets is 

€12,009.  We have tested 16 samples of €72,176 as part of substantive testing, and 11 samples as 

part of compliance testing.   

 

Issue C2 – Shortcomings in asset management 

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

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

Non-Financial Assets is responsible for comparing the inventory situation 

with the situation in the records of non-financial assets and identification of 

assets that have no carrying value. The municipality has implemented the 

inventory of assets for 2019; however, the inventory reports have not been 

harmonised/compared with the general register of assets and the register of 

e-assets. 

According to Article 4 of Regulation no. 02/2013, the Chief Administrative 

Officer is responsible for approving the internal rules and procedures for 

the records, preservation and alienation of non-financial assets. The 

municipality still does not have internal asset management procedures. 

Article 6, para 3 of the MoF Regulation no. 02/2013 on Management of Non-

financial Assets by Budget Organizations stipulates that all capital assets 

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

be registered in the “e-asset” system. The municipality does not use the e-

asset system, but keeps data in an Excel format, which does not meet all the 

requirements of the regulation. 

This situation was due to negligence and lack of knowledge about the 

requirements of the asset regulation. 

Impact Failing to use the e-asset system, lack of internal rules and non-comparison 

of inventory reports with assets registers has made effective asset 

management difficult and may affect that the value presented in the 

Financial Statement to be inaccurate. 

Recommendation C2 The Mayor should ensure that internal rules and procedures have been 

drafted for evidence of preservation and alienation of non-financial assets. 

The Mayor should also ensure that comparisons of inventory reports are 

made with asset registers and begin with the use of the e-asset system. 
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Issue A5 – Incomplete register of capital assets 

Finding  Article 6, para 3 of the MoF Regulation no. 02/2013  on  Management of 

Non-financial Assets by Budget Organizations stipulates that all capital 

assets must be registered in the KFMIS. During the verification of the 

completeness of the assets register, we found that: 

 The municipality has not registered 241 hectares of municipal 

parcels; 

 Assets over €1,000 purchased during 2019 in the amount of €84,691 

have not been registered; and 

 Eight vehicles are missing in the register owned by the municipality. 

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

municipality in terms of the assets. 

Impact The incomplete registration of assets and failure to update adequate records 

has affected the underestimation of capital assets disclosed in the AFS. 

Recommendation A5 The Mayor should ensure that land, purchases of assets and appropriations 

of capital assets are recorded in the asset register. 
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2.3 Receivables 

The Municipality disclosed in the 2019 AFS receivables in amount of €246,907. This is made of 

property tax €110,377, waste sale €126,933 and other receivables € 9,597. 

 

Issue A6 – Failure to present the total of accounts receivable from business taxes 

Finding  According to Article 16 of the MoF Regulation No. 01/2017 on Annual 

Financial Reporting, budgetary organizations that collect revenues are 

obliged to keep records of collected revenues and invoiced but uncollected 

amounts. The receivables are disclosed in the annual financial report in the 

relevant table according to the revenue type. 

In the financial statements, accounts receivable from business taxes were 

presented only for the current year in the amount of €5,682, while the total 

value of accounts receivable for previous years was €24,032.  

Impact Improper presentation of accounts receivable makes the users of financial 

statements not to receive accurate information about the debts that 

businesses have against the municipality. 

Recommendation A6 The Mayor should ensure that business tax accounts are presented in the 

financial statements according to the requirements of the Regulation on 

Annual Financial Reporting by Budget Organizations. 
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Issue B2 – Lack of mechanisms for collection of receivables 

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

The Municipality, the Ministry of Finance and the competent enforcement 

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

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

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

any, or outstanding tax liabilities, according to stipulated deadlines, the 

Municipality shall issue a final written notice within ten (10) business days 

after the last day for payment, requiring full payment of outstanding tax 

liabilities, not later than ten (10) calendar days after the day when the final 

notice is considered to be received by the debtor. 

The municipality has presented the amount of €110,377 for the property tax 

receivables in the disclosures of AFS and has not undertaken any activity for 

the collection of accounts receivable as provided for by the law on property 

tax. 

In the municipal assembly decision on the determination of annual business 

tax, only the value of the tax payment for certain business activities is 

determined, but the measures related to the collection of accounts receivable 

which were in the amount of €24,032 are not foreseen. 

In the municipal assembly decision on the determination of the waste taxes, 

only the value of the tax payment for collection of waste is determined, but 

the measures related to the collection of accounts receivable which were in 

the amount of €126,933 are not foreseen. 

Impact Non-application of concrete measures regarding the collection of debts, 

especially those transferred over the years, has affected their increase and at 

the same time has affected the non-execution of expenditures which were 

planned to be financed from own source revenues. 

Recommendation B2 The Mayor should ensure that the collection of accounts receivable from 

property tax is done according to legal requirements. As for accounts 

receivable from business taxes and waste collection taxes, all possible 

options should be considered, by establishing policies and regulations in 

order to increase the efficiency of debt collection. 
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2.4 Liabilities  

2.4.1 Outstanding liabilities  

The statement of outstanding liabilities at the end of 2019 was €71,360. These liabilities are carried 

forward to be paid in 2020.  

 

Issue A7 – Delays in payments and lack of recording of invoices 

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

and payment demand for supplied goods and services and/or works 

performed for the budgetary organization shall be paid within thirty (30) 

calendar days after receipt of the invoice. 

We found that payments were made based on court/enforcement decisions 

in the amount of €18,225, of which, the main debt was €15,796 and the court 

(enforcement) procedural costs were €2,429. This occurred due to exceeding 

the statutory deadline of 30 days for the payment of the invoice in absence 

of budget. 

Article 24.1.3 of the Financial Rule No. 1/2013 MoF on Public Funds 

Expenditure requires that the invoice is recorded and identified in the 

invoice ledger. 

We have seen in all the tested samples that the invoices are not recorded, 

but are only identified in the protocol book. This was due to  lack of 

knowledge of staff regarding the requirements of the financial rule for 

invoice recording. 

Impact Delay on payments incur additional costs and affect the non-

implementation of planned projects. Lack of protocolling increases the risk 

of double payment. 

Recommendation A7 The Mayor should ensure that invoices are paid within the deadlines set out 

in the regulations and their recording is made in accordance with the 

requirements of the financial rule. 
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2.4.2 Contingent liabilities  

The statement of contingent liabilities at the end of 2019 was €0. 

2.4.3 Contractual obligations 

The statement of contractual obligations to suppliers at the end of 2019 was €51,2105. These 

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

years. 

2.5 Internal audit function 

According to the GRK Regulation - No. 01/2019 on Establishment and Implementation of the 

Internal Audit Function at the Public Sector Entity, Public Sector Entity which has a budget less 

than three (€3.000.000) million euro should exercise internal audit function through other 

manners: As joint internal audit unit according to criteria set by the MoF; Through an agreement 

on ensuring internal audit service from a public sector entity to another entity with the prior 

approval of the Minister of Finance; Or, By contracting a professional company on conducting 

internal audit after approval of Ministry of Finance. 

The municipality has not managed yet to exercise the function of internal audit through the ways 

mentioned in the regulation, but it has managed to provide internal audit services for 2019 by the 

Ministry of Finance. The provision of audit services by the Ministry of Finance for the 

Municipality of Partesh began in 2020. 

3 Progress in Implementing Recommendations  

Our Audit Report on the 2018 AFS of the Municipality of Partesh resulted in ten (10) key 

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

will be implemented. The Municipality submitted the Progress report on implementation of 

recommendations in October 2019 and March 2020 under requests deriving from the Rules of 

Procedure on implementation of audit and action plans. Although the management has made 

comments that recommendations have been addressed or are in process, we identified that three 

(3) recommendations were not addressed. 

At the end of our 2019 audit, three (3) recommendations were implemented, two (2)  were under 

implementation, two (2) were not addressed yet, and three (3) are considered closed.  

For a more thorough description of the recommendations and the way they have been addressed, 

see Table 4 (or Table of recommendations).   

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

No Audit area Recommendations  of 2018  Actions 
undertaken  

Status 

1 Complianc
e with AFS 
and other 
reporting 
requiremen
ts 

The Mayor should ensure that an analysis is 
undertaken to determine the causes for Emphasis 
of Matter of the audit opinion. Actions should be 
taken to address the underlying causes in a 
systematic manner in order to eliminate errors in 
disclosing of assets, asset registration and to 
confirm their accurate assessment. Further on, 
actions should be taken to remove errors in the 
disclosure of accounts receivable and to confirm 
the correct evaluation of them and subsidies. 

Recommenda
tions are 
given in sub-
sections 2.2 
and 2.3. 

 

Recommen
dation  
closed    

2 Revenues The Mayor should improve the process of 
properties verification and to ensure that the 
verification of their 1/5 is being made on a 
regular annual basis, in order that notes about the 
property tax to be complete, to reflect the real 
situation of taxed properties. The increase of the 
property recording will result with more 
municipal revenues and better budget 
performance. 

No action has 
been taken. 
See issue B1 

Recommen
dation  
unimpleme
nted 

3 Wages and 
Salaries 

The Mayor should ensure that declaration of 
salaries is made according to the Law 05/L-028 on 
Personal Income, Article 38 Source Withholding 
Tax on Wages and Source Withholding of 
Contributions, item no.5. where it states that tax 
declaration should be made every month by the 
15th of the following month. The Mayor should 
ensure that special service agreements are signed 
in cases of the needs for specific jobs, following 
the development of simplified recruitment 
procedures. Moreover, the Mayor should increase 
control over the payments while respecting the 
procedures for source tax as well as contributions. 

The 
withholding 
tax is paid 
after the 
statutory 
deadline. See 
issue C1 

Recommen
dation  
under 
implement
ation 

4 Capital 
Investment
s 

The Mayor should ensure that all legal 
requirements are met, by preparing preliminary 
plan and final plan within the determined period, 
by identifying with reasonable details all supplies, 
services and works that contractual authority 
intends to procure during the fiscal year. 

The 
municipality 
has prepared 
procurement 
plans. 

Recommen
dation  
implement
ed 

5 Capital 
and non-
capital 
assets 

The Mayor should ensure that the process of 
registering of assets in the Municipality's assets 
register should be performed by accurate 
classifying into the relevant economic codes and 
after the completion of this process, the asset 
condition should be inventoried. After the 

We have 
noticed this 
year that 
there are 
unregistered 
assets, see 

Recommen
dation  
implement
ed 
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inventorying, the concluded situation should be 
compared with the general assets register, so that 
the potential differences can be identified and 
then reflected in the asset registers. 

issue. 

6 Capital 
and non-
capital 
assets 

The Mayor should ensure that the inventorying 
process includes all municipal assets and after the 
completion of this process, the inventory situation 
is compared to the general assets register so that 
potential differences can be identified and 
subsequently reflected in the asset registers. 

The inventory 
has been 
completed, 
but the 
comparison of 
the situation 
remains to be 
done. See 
issue C2 

Recommen
dation  
under 
implement
ation 

7 Receivable
s 

The Mayor should undertake measures regarding 
the provision of a software that would enable the 
accurate keeping of records related to accounts 
receivable, their categorization according to 
seniority and their accurate carrying forward in 
the following year. 

No budget is 
allocated for 
software 
purchase. 

Recommen
dation  
closed    

8 Receivable
s 

The Mayor should undertake measures in 
addressing the causes of failure to collect 
receivables and provide effective mechanisms for 
their collection. Likewise, the Mayor should 
establish appropriate measures in collecting of all 
remained obligations within a reasonable period 
of time and to initiate a process of re-evaluation of 
accounts receivable, where all accounts are 
analysed in terms of seniority, significant amounts 
and real possibilities for their collection, and in 
certain cases provisioning or settlement in case of 
categorization as bad debts. 

The trend of 
increasing 
accounts 
receivable 
continues. See 
issue B2 

Recommen
dation  
unimpleme
nted 

9 Internal 
Audit 
System 

The Mayor should ensure that the legal 
requirement is met, respectively to recruit one 
internal auditor. If this requirement cannot be 
executed, then the internal audit service should 
continue to be performed by the Ministry of 
Finance, or any other public entity. The audit 
service would support the Management in 
decision-making and elimination of weaknesses. 

An audit was 
conducted by 
the Ministry 
of Finance at 
the request of 
the 
Municipality 
of Partesh. 

Recommen
dation  
implement
ed 

10 Manageme
nt 
Reporting, 
Accountabi
lity and 
Risk 
Manageme
nt 

The Mayor should ensure that a review has been 
carried through to determine the form of financial 
and operational reporting to senior management. 
Budgetary performance, including revenues and 
expenditures, and procurement plan should be 
subject to regular reporting and review 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 

The National 
Audit Office 
did not 
address this 
section in the 
audit report 
for 2019.  

Recommen
dation  
closed    
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appropriate measures/actions to put the exposed 
threats under control. 

No Audit area Recommendations of 2019 

 

1 Budget 
Planning 
and 
Execution 

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

that expenditures are planned in adequate budget allocations or that funds are 

reallocated and that payment and recording of expenditures is made according 

to adequate economic codes. 

2 Revenues 
 

The Mayor should ensure that the devices are put into operation, trainings on 
the use of programme are held, and inspection of facilities for property tax is 
done according to the law in order to integrate all possible changes in the 
database for existing municipality properties 

3 Revenues 

 
The Mayor should ensure that charges are applied to businesses registered in the 

municipality. For natural persons who exercise economic activity and are not 

registered as business, the mayor should co-operate with the relevant 

institutions to enable their registration as a business and then to charge them 

with tax. 

4 Wages and 

Salaries 

The Mayor should ensure that declaration and payment of contributions and 

salary taxes is made in accordance with legal requirements complying with the 

procedures for withholding source taxes and contributions.  

5 Subsidies 

and 

Transfers 

The Mayor should ensure that the contract is concluded with the beneficiaries of 

subsidies and the project will be monitored in accordance with the requirements 

of the regulation. 

6 Subsidies 

and 

Transfers 

The Mayor should ensure that the annual plan for financial support of NGOs is 

prepared and ensure that it contains all the requirements set out in the Financial 

Support Regulations.  

7 Capital 
and Non-
capital 
Assets 

 

The Mayor should ensure that internal rules and procedures have been drafted 

for evidence of preservation and alienation of non-financial assets. The Mayor 

should also ensure that comparisons of inventory reports are made with asset 

registers and begin with the use of the e-asset system. 

8 Capital 
and Non-
capital 
Assets 

The Mayor should ensure that land, purchases of assets and appropriations of 

capital assets are recorded in the asset register. 

9 Receivable

s 

The Mayor should ensure that business tax accounts are presented in the 

financial statements according to the requirements of the Regulation on Annual 

Financial Reporting by Budget Organizations. 

10 Receivable

s 

The Mayor should ensure that the collection of accounts receivable from 

property tax is done according to legal requirements. As for accounts receivable 

from business taxes and waste collection taxes, all possible options should be 
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considered, by establishing policies and regulations in order to increase the 

efficiency of debt collection. 

11 Outstandin

g 

Liabilities 

The Mayor should ensure that invoices are paid within the deadlines set out in 

the regulations and their recording is made in accordance with the requirements 

of the financial rule. 

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

version shall prevail.    

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. 

  



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

 

25 

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  

 

 


