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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 Viti 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 and Imer Vitija - team 

members, under the management of the Head of Audit 

Department, Astrit Bllaca. 

 

 

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

http://zka-rks.org  
 

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

This report summarises the key issues arising from our audit of the Municipality of Viti 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, weaknesses have been noticed in 

expenditure classification, revenue management, asset management and liabilities. 

The response to the prior year recommendations indicates that out of 17 recommendations, ten 

(10) recommendations have been implemented and four (4) recommendations have not been 

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 on 2019 audit 

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

recommendations. 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 Viti 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 Viti 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. 

2.1 Financial Management and Control Conclusion 

Although internal controls have operated effectively, weaknesses have been noticed in 

expenditure classification, revenue management, asset management and liabilities.  

2.2 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   11,399,551 11,471,664 11,327,761 99 10,846,811 9,762,874 

Government Grant -
Budget  

10,243,809 10,243,809  10,151,478  99 9,844,173 8,877,644 

Carried forward from 
previous year3–  

1,042,973 1,042,973  999,349  96 82,989 166,374 

Own Source Revenues 4 - 105,765  101,676  96 689,683 688,538 

Domestic Donations -      15  - - 6,644 6,305 

External Donations  -  72,790 69,023  95 220,224 24,013 

Borrowing  112,769    6,312    6,236  99 3,098 - 

The final budget is higher than the initial budget by €72,113. This increase is a result of revenues 

carried forward from the previous year by €105,765 and the increase from donations by €72,805, 

while there was a decrease of the budget from financing from borrowing in the amount of 

€106,457.  

In 2019, the Municipality spent 99% of the final budget or €11,327,761, with an improvement of 3% 

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

                                                      
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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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 

11,399,551 11,471,664 11,327,761 99 10,846,811  9,762,874  

Wages and Salaries 7,363,561    7,366,159  7,295,881  99 7,142,576  6,874,613  

Goods and Services  1,481,703   1,403,369  1,383,762  99 1,063,318  941,906  

Utilities 221,000  221,000  220,632  100 198,832  200,580  

Subsidies and 
Transfers 

210,000 224,096 211,323 94 260,486  272,706  

Capital Investments  2,123,287  2,257,040  2,216,164 98 2,181,599  1,473,069  

Explanations for changes in budget categories are given below: 

 The budget for Goods and Services was decreased in the amount of €78,334, from own 

source revenues carried forward €26,230, external donations €3,400 and financing from 

borrowing by €48,704. 

 The budget for Wages and Salaries was increased by €2,598 as a result of revenues carried 

forward €1,500, external donations €216 and financing from borrowing €882; 

 The budget for Subsidies and Transfers was increased by €14,096 from the revenues carried 

forward from the previous year by €14,081 and domestic donations by €15; and 

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

€133,753, as a result of revenues carried forward by €63,954 from the previous year, 

external donations by €68,292 and financing from borrowing by €1,507. 
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Issue B1 - Misclassification of expenditures as a result of payments from Treasury 

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

Expenditures" expenditures must have adequate codes, defined by the 

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

chart of accounts defines the relevant codes and categories of expenditures 

that BOs must apply. 

Finding  The municipality has paid, through court decisions, expenses in the amount 

of €109,221 from the inadequate category of expenses. Of these, €2,348 was 

paid from Goods and Services, €60,018 from Capital investments, €8,344 

from Utilities, as well as €4,122 from Subsidies and Transfers for jubilee 

salaries and post-retirement payments. The municipality has also paid from 

Goods and Services the amount of €14,389 for expropriation expenses, 

which belong to the category of capital investments. This happened because 

the payments have been executed directly from the Treasury. 

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 beneficiaries 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 that payment and 

recording of expenditures is done according to adequate economic codes. 

2.2.1 Revenues  

Revenues generated by the municipality in 2019 totalled €941,487. These relate to property tax 

revenues, administrative fees, etc. The municipality also had indirect revenues by €199,035, from 

court fines €11,253, Forest Agency’s fines €10,000 and traffic fines in the amount of €177,782.  

Table 3. Revenues (in €) 

Description 
Initial 

Budget  
Final 

Budget 
2019 

Receipts  
% of 2019 

Receipts  
2018 

Receipts 
2017 

Receipts 

Revenues  1,042,373 1,042,373 941,487 90 694,570 707,076 

Tax  400,000 400,000 434,109 109 329,525 292,115 

Non-tax 642,373 642,373 507,378 79 365,045 414,961 

 

From the planned own source revenues, the municipality managed to collect 90%, and there is a 

positive trend observed in tax revenue collection from 2018. We tested 23 samples for substantive 

tests and 19 for compliance tests.   
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Issue B2 – Allocation for use of the municipality property without applying appropriate 

procedures 

Finding  Law No. 06/L - 092 on the Allocation for Use and Exchange of Municipal 

Immovable Property, Article 8 stipulates that allocation for use of 

immovable property of the municipality shall take place under the 

following procedures of: Public Auction; Expression of interest; and 

Negotiations of the Mayor. 

In one case for allocation for use of the premises, the municipality extended 

the expired contract during 2019 for another period of 30 months by not 

complying with the legal requirements for allocation for use of the 

municipal property. This happened because the municipality referred to the 

law on public-private partnership for the extension of the contract.  

Impact Non-compliance with the procedures for the allocation for use of municipal 

property has prevented the municipality from achieving the highest price 

for the allocation for use of this property.  

Recommendation B2 The Mayor should ensure that the allocation of municipal property for use is 

carried out in accordance with the prescribed legal procedures.  

2.2.2 Wages and Salaries 

The final budget for Wages and Salaries was €7,366,159, of which €7,295,881 was spent. The 

number of employees by budget law was 1,162, whereas the current number of employees was 

1,184. During 2019 there were employed five (5) new staff. We have tested 56 samples as part of 

substantive testing, and 23 samples as part of compliance testing.    

2.2.3 Goods and Services  

The final budget for Goods and Services, including Utilities, €1,624,369, of which €1,604,394 was 

spent. They are mainly related to utility expenses, travel, telecommunications, purchase of 

furniture and equipment, fuel, registration and security services, maintenance, etc. We have tested 

39 samples of €238,117 as part of substantive testing, and four (4) samples as part of compliance 

testing.   

2.2.4 Subsidies and Transfers  

The final budget for Subsidies and Transfers was €224,096, of which €211,323 was spent. 

Expenditures are related to financial support to NGOs and individual beneficiaries. We have 

tested six (6) samples of €27,600 as part of substantive testing, and six (6) samples as part of 

compliance testing.   
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2.2.5 Capital Investments 

The final budget for Capital Investments was €2,257,040, of which €2,216,164 were spent in 2019. 

Those relate to expenditures for repair of infrastructure, road construction, sewerage, pavements, 

maintenance and various improvements of capital assets. We have tested 54 samples of €980,707 

as part of substantive testing, and eight (8) samples as part of compliance testing.   

2.3 Capital and Non-capital Assets 

The amount of capital assets presented in AFS is €81,843,063, that of non-capital assets is €244,934, 

and of stock is €901.  We have tested 58 samples of €990,632 as part of substantive testing, and ten 

(10) samples as part of compliance testing.   

 

Issue B3 – Weaknesses in asset recording and management 

Finding  According to Article 7, para 2 of MoF Rule No. 02/2013 – on Management of 

Non-financial Assets by Budget Organizations it is required that the 

registration of transactions in the relevant registers should be based on the 

original source documents proving that the transaction occurred in 

accordance with the relevant authorisations. Article 6, para 5 stipulates In 

cases when financial information from the donation of non-financial assets 

is missing, the budget organization will register the assets in the asset 

registers based on the evaluations made by the Evaluation Commission of 

Non-Financial Assets. This evaluation must be documented with relevant 

evidence. 

Despite the recommendations made in previous years, the four schools, 

which were funded by MEST, and which have been used by the 

municipality since 2012, were registered in the asset register in the absence 

of accompanying documentation, only through emails sent by the MEST 

official. Despite the request of the asset officer for presenting this 

documentation, the MEST has not yet responded positively and the 

municipality has not been provided with the necessary documentation for 

the transfer of ownership. 

Impact Lack of documentation on registered assets used by the municipality results 

in uncertainty about the value and ownership of these assets. 

Recommendation B3 The Mayor should ensure that concrete steps are taken for the provision of 

source documentation by MEST, in cases where information is not received 

then the Mayor should make an assessment of assets and document the 

registration of assets with relevant evidence. 
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2.4 Receivables 

The municipality disclosed in the 2019 AFS receivables in amount of €2,075,671. This amount 

consists of property tax €1,735,090, business tax €314,157, rent €20,139 and other receivables €6,285. 

2.5 Liabilities  

2.5.1 Outstanding liabilities  

The statement of liabilities at the end of 2019 was €371,855. These liabilities are carried forward to 

be paid in 2020.  

 

Issue A1 – Delays in payment execution 

Finding  According to Article 37.1 of the Financial Rule 01/2013 MoF, it is 

determined that all invoices received by the budget organization must be 

paid within 30 days if not otherwise foreseen by the contract. 

In five cases, payments in the amount of €17,549, invoices received were not 

executed within 30 days. Delays ranged from 11 days to 3 and half months. 

This happened due to lack of funds.  

Impact Exceeding the legal deadline for payment of liabilities may expose the 

municipality to lawsuits filed by economic operators, incurring additional 

court/enforcement costs for the municipality.  

Recommendation A1 The Mayor should ensure that the payment of invoices is done in 

accordance with the deadlines set by regulation. 

2.5.2 Contingent liabilities  

The statement of contingent liabilities at the end of 2019 was €396,947. These liabilities are for 

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

2.5.3 Contractual obligations 

The statement of contractual obligations to suppliers at the end of 2019 was €120,2945. These 

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

years.  

                                                      
5 This amount has been presented by the audited entity  
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2.6 Internal Audit Function 

The Internal Audit Unit (IAU) operates with two auditors, one of whom is the head of Internal 

Audit Unit. The IAU has drafted the strategic plan for the period 2019-2021 and the annual plan 

for 2019. Of the seven planned audits, IAU managed to conduct six of them. The Audit Committee 

during 2019 held three meetings where the findings and recommendations of the IAU for the 

reports of 2019 were reviewed. 

 

Issue B4 – Poor addressing of IAU recommendations 

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

5, para 2.5 the Chief Administrative Officer shall, among others, take actions 

to improve the systems in accordance with the recommendations of the 

internal audit. 

In 2019, a total of 22 recommendations were made, but only nine (9) were 

fully implemented, six (6) were under implementation, and seven (7) were 

not implemented. This was due to insufficient commitment by management 

to implement the recommendations. 

Impact Failure of the management to implement recommendations reduces the 

effectiveness of internal controls and makes the repetition of identified 

weaknesses.  

Recommendation B4 The Mayor should take all actions against the administrative units to which 

the recommendations are addressed, in order to have a maximum 

commitment in taking corrective measures in the areas where weaknesses 

have been identified.  

3 Progress in Implementing Recommendations  

Our Audit Report on the 2018 AFS of the Municipality of Viti resulted in 17 key recommendations. 

The municipality prepared an Action Plan stating how all recommendations will be implemented. 

In October 2019 it submitted the Progress report on implementation of recommendations under 

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

At the end of our 2019 audit, ten (10) recommendations were implemented, four (4) have not been 

addressed yet, and three recommendations (3) are considered closed.  

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

see Table 4.   
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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 ensure the AFS 
production plan 2019 addresses all 
mentioned issues in relation to the AFS 
compliance, an analysis should be made 
to determine the reasons for incomplete 
presentation of liabilities and fair 
classification of expenditures in the 
AFS, and ensure the establishment of 
effective processes for a fair disclosure 
in the future. 

Liabilities are 
correctly 
disclosed in the 
AFS, while for 
misclassification 
of expenditure 
the 
recommendation 
is made in 
section 2.2  

Recommendat
ion closed  

2 Budget 
Planning and 
Execution 

The Mayor should ensure more 
responsibility in carrying out timely 
obligations to operators, as well as 
during budget planning should make 
an estimate of possible cash flow 
amounts from court disputes and those 
paid within the framework of the 
annual budget, in order to avoid 
misrepresentation, while 
implementation of other planned 
expenditures will not be at risk. 

This year, 
payments were 
made from 
wrong 
categories. See 
issue B1. 

Recommendat
ion 
unimplemente
d 

3 Revenues The Mayor should ensure that the 
leasing out of municipal property in use 
is carried out according to the foreseen 
legal procedures and decisions of the 
Municipal Assembly. 

The prescribed 
legal procedures 
have not been 
applied. See 
issue B2 

Recommendat
ion 
unimplemente
d 

4 Revenues The Mayor should ensure greater 
control in the Public Services 
Directorate so that the Internal 
Regulation on Taxes, Charges and 
Penalties is fully implemented and the 
decisions are clear and accurate. 

Measures have 
been taken and 
the 
recommendation 
has been 
implemented.  

Recommendat
ion 
implemented 

5 Wages and 
Salaries 

The Municipality should retroactively 
make the payment for the 
compensation of less paid amounts for 
the two officials mentioned, as well as 
when internal control measures are 
made stricter it should prevent the 
repetition of similar omissions in the 
future. 

There are no 
such cases 
during 2019 

Recommendat
ion 
implemented 

6 Wages and 
Salaries 

The Mayor should determine the 
responsibilities of those who, by their 
actions, have brought the Municipality 

The school 
ceased 
functioning 

Recommendat
ion 
implemented 
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to this unfavourable situation and take 
appropriate measures in accordance 
with the law. The Mayor should 
strengthen internal controls so that in 
the future all activities related to the 
organisation, functioning and financing 
of the school for adults will be fully in 
line with MEST’s Laws and 
Administrative Instructions. 

during 2019 

7 Goods and 
Services  

The Mayor should ensure that special 
service agreements are concluded 
following the implementation of 
simplified employment procedures 
through public competition and only in 
cases of specific work requirements, 
and not for regular positions. 

The municipality 
has 
implemented 
simplified 
employment 
procedures. 

Recommendat
ion 
implemented 

8 Goods and 
Services  

The Mayor should ensure that 
established controls are functioning and 
the evidence for the functioning of these 
controls is completed in accordance 
with the deadlines set forth in the Rules. 

There are no 
such cases 
during 2019. 

Recommendat
ion 
implemented 

9 Goods and 
Services  

The Mayor should ensure that the 
supply is preceded by a purchase order 
that is covered by sufficient 
commitment of funds, or funds should 
be secured before entering into 
contractual obligations. 

There are no 
such cases 
during 2019. 

Recommendat
ion 
implemented 

10 Subsidies 
and 
Transfers 

The Mayor should ensure all measures 
in order to strengthen the internal 
control over entire subsidy process, 
starting from the Public Call, by 
adhering to the Regulation while 
applying, appointments and work of 
the Commission up to reporting, all 
this, in order that, awarded subsidies 
achieve their goal. 

All measures 
have been taken 
to strengthen 
internal control 
during the 
allocation of 
subsidies. 

Recommendat
ion 
implemented 

11 Subsidies 
and 
Transfers 

The Mayor should establish the reasons 
for not complying with the agreements 
reached, as well as for spending the 
funds intended for the purposes for 
which they were collected from citizens' 
participation, and should strengthen the 
internal control in this area, so that this 
will not happen in the future. 

There are no 
such cases 
during 2019. 

Recommendat
ion 
implemented 

12 Capital 
Investments 

The Mayor should ensure that projects 
are supported by necessary 
documentation in accordance with the 
requirements of the Law on 

In testing the 
cases of this 
year, we have 
not encountered 

Recommendat
ion closed 
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Construction, whereby the construction 
permit should be initially obtained, 
oversight inspection during the 
execution and at the end of the project, 
the permit on the use should be 
provided. 

such cases. This 
recommendation 
relates to 
projects that 
have been 
completed. 

13 Capital and 
Non-capital 
Assets 

The Mayor should ensure the 
strengthening of asset management 
controls, in this case, in order to ensure 
that concrete steps are taken to provide 
source documentation from MEST and 
asset registration from MLGA in the 
asset register. 

The challenge 
remains in the 
securing source 
documents from 
MEST. See issue 
B3 

Recommendat
ion 
unimplemente
d 

14 Receivables The Mayor should start with the review 
process, where all accounts would be 
analysed in terms of aging, significant 
amounts, real possibilities for payment 
and implementation of legal measures 
for their collection. 

The municipality 
has taken 
concrete actions 
through private 
enforcement 
agents to collect 
property tax 
debts. 

Recommendat
ion 
implemented 

15 Outstanding 
liabilities 

The Mayor should ensure that internal 
controls in this area are strengthened 
and a better division among the 
employees is made in order to establish 
a more efficient system for recording 
the received and paid invoices, which 
would result in more accurate 
information on the status of unpaid 
accounts and in a more regular 
payment of debts. 

During our tests, 
we did not 
encounter such 
errors. 

Recommendat
ion 
implemented 

16 Internal 
Audit 
System 

The Mayor should ensure that the scope 
of the IAU covers the current period as 
much as possible assisted by on-going 
operational activities. At the same time, 
ensure a higher focus of the 
management in addressing 
recommendations and a more active 
work of the IA towards fulfilment of 
this objective. 

The same 
situation 
remains See 
issue B4 

Recommendat
ion 
unimplemente
d 

17 Management 
Reporting, 
Accountabili
ty 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 performance, including 
revenues and expenditures, and 
procurement plan should be subject to 
regular reporting and review by the 

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

Recommendat
ion  closed  
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Management. In addition, to assign 
ownership of risks identified to relevant 
individuals or to the Risk Management 
Committee, which will report to the 
Chief Administrative Officer on risk 
issues, including regular audits 
(quarterly) to determine whether 
actions have been taken as planned. 

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 that payment and 

recording of expenditures is done according to adequate economic codes. 

2 Revenues  The Mayor should ensure that the allocation of municipal property for use is 

carried out in accordance with the prescribed legal procedures. 

3 Capital and 

Non-capital 

Assets 

The Mayor should ensure that concrete steps are taken for the provision of 

source documentation by MEST, in cases where information is not received 

then the Mayor should make an assessment of assets and document the 

registration of assets with relevant evidence. 

4 Outstanding 

Liabilities 

The Mayor should ensure that the payment of invoices is done in accordance 

with the deadlines set by regulation. 

5 Internal 
Audit 

The Mayor should take all actions against the administrative units to which 
the recommendations are addressed, in order to have a maximum 
commitment in taking corrective measures in the areas where weaknesses 
have been identified. 

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

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

Applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework.  

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

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

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

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

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

sufficient appropriate audit evidence, may be materially misstated; and  

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

matter on the financial statements.  

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

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

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

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

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

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

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

both material and pervasive to the financial statements. 

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

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

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

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

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

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

that management remove the limitation.  

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

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

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

responsibility. It also includes illustrative examples of reports.  

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

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

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

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

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

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

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

 be included immediately after the opinion;  

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

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

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

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

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

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

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

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

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

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

 


