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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.  

Our Mission is through quality audits to strengthen accountability 

in public administration for an effective, efficient and economic use 

of national resources.  

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 internationally recognized 

public sector auditing standards and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Kllokot Municipality 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 Svetlana 

Perović (Team leader) and Mehmet Kurti, Miloš Petrović and Agim 

Sogojeva (team members) under the management of the Head of 

Audit Department Luljeta Morina.  

 

 

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 Kllokot Municipality for 2018, 

which includes the Opinion of the Auditor General on Annual Financial Statements. Examination 

of 2018 financial statements was undertaken in accordance with the International Standards of 

Supreme Audit Institutions (ISSAIs). Our approach included tests and procedures that were 

necessary to arrive at an opinion on the financial statements. The applied audit approach is set out 

in the External Audit Plan dated 21/12/2018.   

Our audit focus has been on: 

 

The level of work undertaken to carry out the audit was determined depending on the quality of 

internal controls implemented by the Management of the Kllokot Municipality. 

Opinion of the Auditor General 

Unmodified Opinion with Emphasis of Matter 

The Annual Financial Statements for 2018 present a true and fair view in all material aspects 

Emphasis of Matter 

We would like to emphasise the issue that expenditures are misclassified in the amount of €212,722, 

as a result of payments under court decisions, direct payments from Treasury, and incorrect 

recording of expenditures. In addition, assets, and contingent liabilities are not properly disclosed 

in the Annual Financial Statements. 

For more details, refer to Section 2.1 of this report.  

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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Key Conclusions and Recommendations  

 

 

 

 

 

 

Opinion with Emphasis of Matter 
reflect weaknesses in controls to 
confirm correct classification of 
expenditures and evaluation of 

assets.

The Mayor should analyse the reasons for 
the Emphasis of Matter for 2018, and 
identify the actions needed to enable 

accurate and fair presentation of 
expenditures and assets in 2019

(see issue B1).

The AFS production process was 
poorly managed. It contains a 

number of financial errors, lack of 
disclosures and uncertainties 
identified during the audit.

The Mayor should ensure that the AFS 
production process incorporates a final 
management review and that the AFS 

declaration is not signed unless all 
necessary actions have been applied ( see 

issues B1).

There are still weaknesses found 
in all  important financial systems, 
including revenues, procurement, 

incorrect classification of 
expenditures, salaries and 

subsidies.

The Mayor should apply a detailed 
assessment of the  procurement in the 

areas highlighted in this report to identify 
the reasons for the occurrence of 

weaknesses and determine the necessary 
actions to address themçështjet (see issue 

B2/B7,A1/A7 dhe C1/C3).

The recommendations of the 
previous years are not addressed 
as required for the development 

and improvement of the 
organization, and consequently 

improvements are slow.

The Mayor should implement a rigorous 
process to ensure that the 

recommendations of previous years are 
actively addressed where key 

issues/progress  are reported to 
management on a monthly basis (see 

issues Annex).

Governance arrangements related 
to strategic plans, management 
reporting and accountability are 

poor. 

Further on, the Internal Audit Unit 
has not been established to 

support developments in this area.

The Mayor should ensure that governance 
arrangements are critically reviewed and 

take appropriate actions to improve 
accountability and management reporting 

arrangements for all issues arising from 
the area of overall governance, supported 
by an active internal audit unit (see issues 

shih çështjet B8 dhe B9).



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

 

 6 

Management response to audit 2018  

The Mayor agreed with the findings and conclusions of the audit, and has commit to address all 

the recommendations given.  

The National Audit Office evaluates the cooperation of the management and the staff of the 

Municipality during the audit process. 

1 Audit Scope and Methodology 

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

as follows: 

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

affairs 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 have been taken appropriate actions for implementation of audit 

recommendations. 

Audit work undertaken is based on risk assessment. We have analysed Municipality’s business, the 

level of reliance on management controls, in order to determine the level of detailed testing required 

to provide the necessary evidence and that support the opinion of the AG. 

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

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

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

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

made to the systems and procedures operated.  

The following sections provide a detailed summary of our audit findings and recommendations in 

each area of review.  Management’s responses to our findings can be found in Annex II.  
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2 Annual Financial Statements and other External 

Reporting Obligations   

Our audit of the Annual Financial Statements (AFS) considers both compliance with the reporting 

framework and the quality and accuracy of information presented in the AFS, including the 

declaration made by the Chief Administrative Officer and Chief Financial Officer. 

The declaration on presentation of AFS includes a number of assertions relating to the compliance 

with the reporting framework and the quality of information within the AFS.  These assertions 

intend to provide assurance to the Government that all relevant information has been provided to 

ensure that an audit process can be undertaken.   

2.1 Audit Opinion  

Unmodified Opinion with Emphasis of Matter  

We have audited the AFS of the Municipality of Kllokot for the year ended on 31st of December 

2018, which comprise of the Statement of Cash Receipts and Payments, Budget Execution Statement 

and the Explanatory Notes of the Financial Statements.  

In our opinion, despite effects of the issue described in the paragraph for the Basis for Unmodified 

Opinion, the Annual Financial Statements for the year ended on 31 st of December 2018 present a 

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

Standards (cash based Accounting), Law no.03/L-048 on Public Finance Management and 

Accountability (as amended and supplemented) and Regulation no.01/2017 on Annual Financial 

Reporting by Budget Organisations. 

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 Auditor’s 

responsibilities for the audit of the AFS section of our report. We believe that the obtained audit 

evidence is sufficient and appropriate to provide a basis for the opinion.    

Emphasis of matter  

We draw your attention to the fact that: 

Expenditures for investment have been overstated by €212,722 due to payments under court 

decision, direct payments from Treasury, and incorrect budgeting and recording of expenditures of 

these expenditures. This has understated expenditures for Wages and Salaries, and Goods and 

Services, therefore the statement of cash receipts and payments does not provide adequate 

information on monetary flow in accordance with Treasury Financial Rule and Accounting Plan. 
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 After resolving labour disputes between employees and the Municipality, were carried out 

payments in the amount of €50,336 on behalf of withheld wages, which were executed out 

of the category of capital investments. In accordance with Article 40 of the LPFMA no. 03/L-

048, the Treasury has carried out payments in the amount of €31,543, and the Municipality 

made payments in the amount of €18,793; and 

 After resolving disputes related to the rights and obligations arising from supplies with 

goods and services, were carried out payments for expenditures under fuel, leases and legal 

services, all from the category of capital investments in the total value of €102,330. In 

accordance with Article 40 of the LPFMA no. 03/L-048, the Treasury has carried out that 

payments in the amount of €35,981, while the Municipality made payments in the amount 

of €66,349. This is as a result of poor and ungrounded planning of payments of several years-

old liabilities, without adequate estimates of the amounts that will be required to be paid 

under court decisions. Given the nature of lawsuits, it is impossible to foresee disputes with 

absolute accuracy and costs that would arise of them. However, it is possible to some extent 

to predict the approximate amount that can be spent for this purpose. Labour disputes are 

the most common reason why the Municipality has been indicted. 

 The amount of €60,056 was paid from capital investments, although by nature these 

expenditures belong to the category of goods and services. Payments were carried out based 

on two contracts “Mending of current lighting system in the Municipality of Kllokot” and 

“Mending of current lighting system in Kllokot Municipality – Stage II”. This resulted from 

incorrect planning and budgeting of projects;  

The value of the assets, which is recorded in assets register and presented in the AFS, was 

incomplete, because the Municipality did not present assets, investments from 2014. In addition, 

parcels that are owned by the Municipality, and registered in the Cadastre as municipal assets (45 

parcels of land) are not registered in the accounting register and not presented in the AFS. According 

to the Chief Financial Officer, non-registration of assets occurred due to the lack of a Certified Asset 

Officer. 

Article 14, the Report on budget execution, the final budget for goods and services was overstated 

by €2,175, due to the disclosure of revenues that have exceeded the planned incomes; and  

Contingent Liabilities are overstated by the amount of €70,801, due to the inconsistency of accurate 

data between liabilities and potential liabilities. 

Our opinion is not modified for these matters  

Key Audit Matters 

 The municipality does not have plans/strategies, such as urban planning, spatial plans, 

emergency operational plans, strategic anti-corruption plan, and regional development 

strategy; 

 The Municipality did not take specific actions for collection of revenues from construction 

permits and lease of municipal property. 
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Responsibility of Management for AFS  

The Mayor of the Municipality of Kllokot is responsible for the preparation and fair presentation of 

financial statements in accordance with International Public Sector Accounting Standards – 

Financial Reporting under the Modified 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 

number 03/L-048 on Public Finance Management and Accountability (as amended and 

supplemented). 

The Mayor of the Municipality is responsible to ensure the oversight 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. We conducted our audit 

in accordance with ISSAIs. These standards require that we comply with ethical requirements and 

plan and perform the audit to 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 any material misstatement that might exist. Misstatements can 

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. 

An 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.  

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

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

presentation of the financial statements. 

2.2 Compliance with AFS  and other reporting requirements  

The Municipality is required to comply with a specified reporting framework and other reporting 

requirements. We considered: 

 Compliance with MoF Regulation no.01/2017 on the Annual Financial Reporting of Budget 

Organisations; 
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 Requirements of LPFMA no. 03/ L-048, (as amended and supplemented); 

 Law on local government finances No. 05/L – 108 and amendment and supplement  to No. 

03/L – 049; 

 Compliance with Financial Rule no.01/2013 and 02/2013 on Spending of Public Money, 

Financial Rule no. 02/2013 on Management of Non-financial Assets and Rule no. 02/2013 

on Reporting of Unpaid Obligations; 

 Requirements of the Law on Budget for 2018; 

 Action Plan on implementation of recommendations; 

 Procurement plan and report of signet public contracts; 

 Requirements of Financial Management and Control (FMC) procedures; 

 Other budget requirements such as monthly and quarterly reports, operation (performance) 

reports; and 

 Quarterly Reporting to the Municipal Assembly and discussion of IA and NCAO report by 

MA. 

Apart from issues presented in the Audit Opinion we have identified some errors in AFS 

disclosures, such as: 

- Revenues in total amount of €789 collected during the months: September, November, and 

December 2017, have been deposited in the bank in 2018, when they were recorded as well. 

As a result, 2018 revenues are overstated by the same amount; 

- Article 16, Receivables Report, does not include receivables that are collected on behalf of 

the waste collection services; 

- Article 18 Contingent liabilities are overstated in the amount of €70,801;     

- In Article 19, capital assets over €1,000 are not disclosed in all categories, the value of land, 

equipment, machinery and vehicles is missing;  

- Article 19.3.2. Assets under €1,000 are not disclosed, because municipality has no records 

about these assets; and 

- Article 20, Report on unjustified/unclosed advance payments, are presented in the amount 

of €10,928. 

Given the above - the Declaration made by the Chief Administrative Officer and Chief Financial 

Officer when the draft AFS are submitted to the Ministry of Finance can be considered to be correct, 

apart from the issues mentioned in Audit Opinion. 

In the context of other external reporting requirements, we have identified that the Municipality has 

not prepared the Annual Performance Report, which is a legal requirement for the Municipality. 
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2.3 Recommendations related to Annual Financial Statements 

Recommendation B1 The Mayor should ensure that an analysis is undertaken to determine the 

causes for emphasis of matter in this report. Actions should be taken to 

strengthen controls and ensure that expenditures are classified correctly 

according to economic categories and the financial statements are presented 

in line with the requirements of the MoF Regulation on Annual Financial 

Reporting The Mayor should also ensure that all municipal assets are 

recorded in assets registers (accounting register and asset register) and 

disclosed correctly in the AFS 2019. 

Further on, the Mayor should ensure that effective processes are in place to 

confirm that the 2019 AFS production plan formally addresses all compliance 

issues. The Declaration made by the Chief Executive Officer and Chief 

Financial Officer should not be signed unless all necessary checks have been 

applied to the draft AFS. 

3 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 as well as assets and liabilities. 

Financial Management and Control Conclusion 

Due to inconsistent application of the regulations, the area of capital investment expenditure 

remains a challenging area, resulting with non-implementation of planned projects. Even within 

financial systems, procurement controls and subsidies are generally not appropriate and not 

implemented effectively. The key areas that require improvement are related to the execution of the 

budget for capital investments, personnel management and subsidy management.  

In addition, revenue controls in general are not appropriate and not implemented effectively, 

particularly in collection of revenues from providing of municipal services, because the 

Municipality does not maintain adequate records on billing for waste collection services, and the 

percentage of collection for this service is below 20%. Other areas that require additional control are 

related to the expenditures for goods. 
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3.1 Budget Planning and Execution 

We have considered the sources of budget funds, spending of funds and revenues collected by 

economic categories. This is highlighted in the following tables: 

Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget1 
2018 

Outturn 
2017 

Outturn 
2016 

Outturn 

Sources of Funds   1,221,387 1,345,625 1,327,317 908,325 870,742 

Government Grant -Budget  1,083,792 1,056,561 1,051,964 760,323 748,743 

Carried forward from 
previous year2 –  

 151,126 150,800 92,690 0 

Own Source Revenues3 131,461 133,635 124,553 29,273 105,128 

Domestic Donations  344  26,039 16,871 

Borrowings  6,134 6,134    

The final budget is higher than the initial budget by €124,238. This increase is a result of reduce of 

the budget for Wages and Salaries in the amount of €27,234, own source revenues carried forward 

from 2017 in the amount of €51,126, and carried forward donations in the amount of €344.  

In 2018 the BO has spent 98% of the final budget or €1,327,317, with an improvement of 24% 

compared to 2017 (71%). However, the budget implementation remains at an unsatisfactory level 

and explanations for the current position are detailed below.  

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

Description 
Initial 

Budget 
Final 

Budget 
2018 

Outturn 
2017 

Outturn 

2016 

Outturn 

Spending of funds by 
economic categories 

1,221,387 1,345,625  1,327,317 908,325 870,742 

Wages and Salaries 729,886 702,655 702,655 674,430 683,237 

Goods and Services  123,736 140,304 131,746 119,065 126,762 

Utilities 17,200 28,016 25,744 21,949 17,200 

Subsidies and Transfers 6,644 8,764 8,763 27,874 6,944 

Capital Investments  343,921 465,886 458,406 65,007 36,599 

 

                                                 
1 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance.  
2 Own Source Revenues unspent in previous year carried forward into the current year. 
3 Receipts used by the entity for financing its own budget.  
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Explanations for changes in budget categories are given below: 

 Initial budget for Goods and Services was in the amount of €123,736, and it was made of the 

Government Grant in the amount of €108,102 and the planned own source revenues in the 

amount of €9,500, as well as borrowings in the amount of €6,134. The final budget for this 

category is increased by €16,568, which is from own source revenues of €16,225 and 

donations carried forward from 2017 in the amount of €343. The total amount of 

expenditures for this category were €140,304; 

 The budget for Utilities is increased from the own source revenues from last year by €10,816. 

The budget spent for this category was at a level of 91%; 
 

Issue C4 1 –  Misclassification of expenditures for Capital Investments 

Finding  The budget executed in the category of Capital Investment was at 98%. 

However, it is of concern the fact that from the total amount of €458,406 

executed from this category, capital investments were in the amount of 

€305,740, or 66% of the budget available for this category, while the amount 

of €152,666 was paid directly from Treasury, based on the decision under 

Article 40 of the LPFMA, payments based on final court decisions, IOBCSK 

decisions and Municipality voluntary reconciliations (see 2.2), or execution of 

payments that do not pertain to this category. Also, a considerable part of 

budget was spent for payment of interest, court expenses and additional 

expertise. 

Risk Inadequate budget planning and execution, which is not in accordance with 

the Law on Budget and the LPFMA will result in non - achievement of 

organization objectives, services and poor infrastructure for citizens. 

Inadequate recording of these expenditures results with incorrect disclosure 

of information in the AFS, and in inability to have an overview and 

transparency of the expenditures in the category of capital investments.  

Recommendation C1 The Mayor should ensure that planning and execution of expenditures is 

carried out in accordance with the type of the expenditures, and that all 

financial transactions are carried out in accordance with the LPFMA 

provisions, in line with the budget, in due time and location. Payments 

executed for court decisions and reconciliations need to be classified 

correctly, for their presentation in the AFS is correct. Critical review of the 

outstanding liabilities position is indispensable to determine the priority of 

payments, in order to avoid situations that may lead to their payment directly 

from Treasury. 

                                                 

4 Issue A and Recommendation A – implies new issues and recommendations. 
   Issue B and Recommendation B – implies repeating issues and recommendations. 
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Issue A 1 – Expenditures based on court decisions, mandatory payment and IOBCSK decisions 

Finding  Basic Court in Gjilan - branch in Viti, submitted the proposal for execution of 

the decision issued on 16.12.2013 for payment of outstanding debts on behalf 

of legal services. Following the non-execution by the Municipality, the court 

issues an execution order on 17.01.2018, on the basis of which the Treasury 

makes the payment from the category of capital investments on behalf of the 

services performed in the amount of €1,348.90 and €651.70 on behalf of 

interest and court expenses; 

In one case, following the decision of the Independent Oversight Board for 

the Civil Service of Kosovo (IOBCSK), issued on 27.06.2014, which was 

disregarded by the Municipality, the Basic Court in Gjilan – branch in Viti 

issued an execution order dated 31.1 2018, on the basis of which the Treasury 

makes the payment from the category of capital investments on behalf of 

personal income in the amount of €11,583 and €2,382 on behalf of interest and 

court expenses;  

Based on the IOBCSK decision issued on 26.10.2017, the Municipality has 

enrolled back the official whose employment agreement for the position of 

Municipal Library Manager was terminated, and she was paid for the 

withheld salaries in the amount of €2,967, and this payment was executed 

from the category of capital investments;  

The private enforcement agent has executed the payment on behalf of goods 

and services, the bill (fuel) in the amount of €10,418.12 was executed on 

08/05/2018 from the Treasury, by the category of capital investments;  

On 05.03.2018 the Court in Gjilan – branch in Viti decided upon the 

acceptance of the authorized person of the respondent Municipality of 

Kllokot for annulment of the decision on termination of the employment 

agreement of an employee and on behalf of withheld salaries to be paid in the 

amount of €1,607.28, as well as procedure expenses. On 3.7.2018, the 

Municipality has paid the required amount from the category of capital 

investments, but not the procedure expenses; 

 

 

                                                 

   Issue C and Recommendation C – implies issues and recommendations that are partially repeated. 
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On 21.5. 2018, the Court decided that on behalf of the court settlement  

between the Municipality and the employee, a total amount of €2,865 should 

be paid on behalf of the salary. On 6.7. 2018, the Municipality paid the amount 

of €2,365 from the category of capital investments and the amount of €500 

from the category of goods and services;  

The Court of Appeals has issued the Ruling no. 2975/15 in favour of the 

employee, which require the accused (the Municipality) to pay personal 

income in the amount of €191.16 for each month to the claimant, for the period 

from 10.2.2014 to 31.8.2014, with an interest rate of 8%, and the amount of 

€202 on behalf of court expenses. On 18.9.2018, the Municipality paid the 

amount of €3,405.17 from the category of capital investments. Calculating the 

total amount of payment, the Municipality did not use the amount of 

personal income which is determined by the Ruling; 

The Court of Appeals issued Ruling no. 3782/15 in favour of the employee, 

which require the accused (the Municipality) to pay personal income to the 

claimant in the amount of €244.62 on a monthly basis for the period from 

10.2.2014 to 31.8.2014 with an interest rate of 8% as well as the amount of € 

202 in the name of court expenses. On 18.9.2018 the Municipality paid the 

amount of € 3,405.17 from the category of capital investments. Calculating the 

total amount of payment, the Municipality did not use the amount of 

personal income determined by the Ruling;  

Basic Court in Gjilan – branch in Viti has issued the Ruling no. 170/14, dated 

19.03.2018, which require the accused (the Municipality) to pay personal 

income to the claimant in the amount of €902.72 for the period from 10.2.2014 

to 31.8.2014, with an interest rate of 8%. Initially, the accused contested the 

lawsuit, but did not do the same in the session of 19.3.2018. Although the 

court issued a final decision on the total amount of compensation, the 

Municipality made a recalculation and on 25.9.2018 paid the amount of 

€1,229.12 from the category of capital investments;  

Basic Court Gjilan - Branch in Viti, on 17.4.2018 has issued a Ruling based on 

the admission no. 217/16, which obliges the accused (the Municipality) to pay 

the damaged party's personal income for the period from 1.12.2015 to 

31.08.2016, with a monthly payment of €305.78, and an interest rate of 8%. On 

19.10.2018 the Municipality paid the total amount of €3,814.39 from the 

category of capital investments;  
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On 3.7. 2018, the Court issued a decision on the basis of a court settlement 

between; municipality and lessor, who accused the Municipality of Kllokot 

for not paying the debts for the lease of the municipal building, for the period 

from 30.9.2010 to 20.3.2017. In the course of settlement it is agreed that the 

payment in the amount of €85,900, which will be executed during 2019, in 

four instalments, starting from February 2019. However, during 2018 the 

Municipality paid the amount of €15,098.89 from the fund of capital 

investments;  

The private enforcement agent has executed the payment in the total amount 

of €23,572.86 on behalf of goods and services (fuel) on 16.11.2018 by the 

category of capital investments.  

Risk Lack of accountability in management of human resources and poor 

enforcement of the rules on law on labour leads to labour disputes, and 

compensation of payments on behalf of withheld salary. Disregarding 

compensation of the amounts set in court disputes leads to incorrect 

calculation and payments on behalf of salaries. Due to non-execution of the 

budget and the massive debt accumulated from liabilities from the previous 

period, there were often court settlements (reconciliations) signed. 

Recommendation A1 The Mayor should continue ensuring implementation of laws, regulations 

and contractual obligations, in order for the Municipality to not enter into any 

disputes and additional costs for court proceedings, and to cut payments 

from budget because of court disputes. 

3.1.1 Revenues  

Municipality own source revenues are made of property tax, local administrative taxes, local 

municipal taxes, and revenues from renting municipal property. 

The Municipality of Kllokot during 2018 has exceeded the revenue collection plan for 1.6%. Planned 

revenues were €131,461, while the collected amount was €133,635. Most of the own source revenues 

are collected from property tax, as well as from renting municipal property. The Municipality has 

also received indirect revenues in the amount of €11,955 from police and the courts fines. 

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2018  

Receipts 
2017 

Receipts 
2016 

Receipts 

Own source revenues  131,461 131,461 133,635 111,605 118,120 

From the total amount of revenues collected during 2018, the Municipality spent €124,553. Own 

source revenues from 2017 and 2018 in the amount of €9,408 will be carried forward in 2019.  
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Issue C2 – Weaknesses in management of revenues 

Finding  Collected Revenues have exceeded the planned amount due to the increase 

of incomes from rent contracts, and the collected amount of these revenues in 

2018 was €32,985, or 64% more than the planned amount.  

On 29.1.2018, the Municipal Assembly issued a new decision for payment of 

the services on providing containers that serve for collection and disposal of 

waste, whereby the previous sum of five (5) Euros on a monthly basis was 

reduced to the amount of three (3) Euros. However, this decision does not 

specify the type, amount, benefits, terms and methods of payment for the 

services provided to individuals and legal entities. 

The total amount of revenues collected on behalf of these services in 2018 was 

€5,936. The Municipality has not established a system to control collection 

and accumulation of this type of income, and this audit cannot determine 

with certainty whether all payers’ obligations on this basis have been met, or 

if all above mentioned receipts have been collected and/or paid into the 

Municipality's account (see 2.2). Municipal cashiers do not have yet a 

consumer’s database available or do not have reliable information of registers 

of all taxpayers and businesses by which tax payments are made.  

The Revenue Plan for 2018 predicted higher collection of property tax 

revenues compared to 2017. The total collection of this type of income for 2018 

stands at the level of 76% of planned revenues. The Municipality did not have 

a plan on re - inventorying property which foresees a re-inventorying of 1/5 

of assets during the tax year. The reason for not accomplishing these 

obligations is the lack of interviewers, in absence of which the property officer 

in charge has performed the verification. The total number of properties 

verified during 2018 is 20.  

Poor performance in issuing construction permits - during 2018 only one 

construction permit was issued, due to the lack of construction inspectors.  

The municipality does not have a Cashier (administration and finance officers 

collect municipal taxes in value below €10). Own source revenues collected 

from payment of fees and services in value of less than €10 are not regularly 

paid into the municipal bank account (delays last even for several months).  
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Risk Revenue planning is underestimated and this may affect in their disclosure 

in AFS. The lack of such data on basis of decisions may lead to irregular 

payments of services and due to inability to make difference of the amount of 

compensation between natural and legal persons. Lack of control by not 

recording all the persons who are subject to obligations, the lack of a database 

for the payments made and the remaining debts, results in insufficient 

collection of revenues, and loss of credibility in the institution. Failure to meet 

legal requirements for inventorying of 1/5 of the property results in lower 

collection of property tax. 

Recommendation C2 The Mayor should make adequate job systematization by covering the 

positions of the interviewer, the cashier and the construction inspector. 

Further on, it is necessary to update the current database of taxpayer, from 

which payments for municipal services are received, and to start with 

detailed and timely payment evidences and reporting on payments and 

receivables. The amount of revenues collected should be deposited into the 

bank in accordance with applicable Regulations. 

3.1.2 Wages and Salaries 

Wages and salaries are paid through a centralized system managed by MPA and MoF, which is not 

integrated into the staff database but it provides an efficient control and payment system that 

corresponds to the efficient municipal level. The controls undertaken by the Municipality relate to 

the calculation of salaries in accordance with the employee contracts and applicable laws. The 

Municipality updates salaries on a monthly basis, before the execution of the payroll, and changes 

are made on time. 

The number of employees, approved by the Municipality is 124, while the number of employees at 

the end of the year was 162, education employees with set work/hours rate. We have inspected the 

recruitment procedures, staff files, reviewed the payrolls and compared the information presented 

in KFMIS and their presentation in AFS.  
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Recommendations 

Issue B2 – Employees with Special Service Agreement 

Finding Municipality continues to enrol employees through the Special Services 

Agreements not applying the simplified employment procedures. During 

2018, 26 employees were employed through Special Services Agreements, 

and the amount paid for these services was €26,323. Although according to 

Article 12, paragraph 4 of the law no. 03/L-149 on Civil Service, a simplified 

procedure of employment is applied for such enrolments, the Municipality 

has not implemented these procedures. Further on, the duration of the 

contract in three cases had exceeded the allowed limit according to Article 12 

for the Civil Service of the Republic of Kosovo. The positions for which these 

agreements are contracted are mainly related to regular positions, and even 

in 9 cases employees are recruited for the position of security guards. 

According to the Chief Financial Officer, the reason for such recruitments was 

due to the disapproval of the request for additional staff by the Ministry of 

Finance. Further on, the Municipality did not withheld the amount of taxes 

and contributions for the specified period for payment of salaries, as defined 

by the Law no. 05/L-028 on Personal Income Tax. 

Risk Failure to apply employment procedures limits competition and increases the 

risk of engaging inadequate people for specific positions. The term of the 

contract for more than six months is in violation of the legal provisions. The 

engagement of natural persons with Special Services Agreements, which are 

included in the Regulation on Systematization of Jobs in the Municipality, 

leads to the unreasonableness of their enrolment. 

Recommendation B2 The Mayor should ensure that employees with Special Services Agreements 

are engaged only when there are specific requirements, and that simplified 

employment procedures are applied for these services, which will not last 

more than six months. The Municipality should withhold the source income 

tax payable to its employees in accordance with AI No.01/2016 on 

Implementation of the Law 05/L-028 on Personal Income. 
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Issue A 2 – Incorrect coefficients for calculation of salaries in education department 

Finding  All teachers employed in the education department, whether they work in 

preschool, primary or secondary education, receive salaries calculated at 

coefficient A-382, which was exclusively used for primary education teachers 

until 2011. The Municipality Management has not established adequate 

internal controls to respond to the subsequent irregularities. 

Risk Failure to update coefficients and contracts in accordance with legal changes 

results in lower payments in relation to those that have been legally 

approved. 

Recommendation A2 The Municipality should as soon as possible order the change of the 

coefficients for the employed teachers whose salaries are being calculated by 

incorrect coefficients. 

Issue A 3 - Non-compliance with the law and regulations related to the dismissal of employees 

Finding  Following the inspection by the Inspector of Education in Gjilan, which was 

conducted based on the complaint No. 1170/1 and the Law No. 2004/37 on 

the Inspection of Education in Kosovo, and given the findings and 

recommendations presented in the report dated 21.2.2018 related to 

irregularities in engagement of employees, the validity of contracts not being 

recorded in protocol book, and  due to the absence from work, the 

Municipality started the procedure for termination of the employment 

relationship for the  employees of the Directorate of Education and 

unilaterally terminated the contract of 52 employees ( 40 of them from 

education department). By checking the documentation for 5 employees 

whose employment contract was terminated we have found that in the 

following cases the management has not acted in accordance with Article 76 

of the  Law No.03/L-212 on Labour: 

- Although employees had employment contracts till 2024, the Management 

of the Municipality declared contracts invalid and issued decisions for 

termination of the contract. In the reasoning of the decision. The reasoning 

of the decision stated that that the employment relationship was 

terminated because the term of their contracts was for 7 years, and because 

the contracts were not recorded in protocol books; 

- Did not notify the union regarding the plan for collective dismissal, while 

the decision did not specify measures to mitigate the effects of such a 

collective dismissal; 
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- The institution for the unemployed has not been notified regarding the 

collective dismissal of workers in order to assist them in finding a  new job; 

and 

- Article 76, paragraph 8 of the  Law on Labour is not fulfilled, according to 

which the Municipality did not have the right to announce a vacancy and 

hire other persons prior to offering return of employees whose contracts 

are terminated. 

Risk Due to these irregularities for collective dismissal, the Municipality may face 

legal proceedings and unfavourable decision for the Municipality, and 

further face financial losses that could seriously put into the risk the 

functioning of the Municipality. 

Recommendation A3 The Mayor should determine those accountable who, by their actions, have 

brought the Municipality into this very unfavourable position and take the 

appropriate measures in accordance with the law, and strengthen internal 

control, so that in the future the Law on Labour and applicable 

Administrative Instructions are applied in case of a dismissal of employees. 

Issue B3 - Non-compliance with the law and regulations in management of recruitment  

procedures 

Finding  The Municipality was not able to ensure adequate controls in management of 

the recruitment procedures. The Municipality has announced a competition 

for recruitment of 77 officials, which refers to the teaching and supporting 

staff in schools. With the review of the recruitment of the new employees in 

the education departments, the following irregularities were found: 

- Immediately upon dismissal (ref A3) of employees the Municipality has 

announced a new competition for the recruitment of new employees, 

disrespecting paragraph 8 of Article 76 of the Law on Labour which 

stipulates that -If, within a period of one (1) year from the termination of 

the employment contracts of employees needs to fill in vacant positions, 

the employer shall not hire other persons before offering to hire the 

employees whose contracts have been terminated; 
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- Upon announcement of the competition, the terms and criteria of the 

competition for all schools are not clearly defined. Although the 

competition was announced for two primary schools and one secondary 

school, the competition refers only to IA MEST 06/2015 On normative 

over professional staff of the general education, and the reference AI 

05/2015 Normative of teachers for vocational education is left out, in 

which case the standards for admission of teachers in the technical-

economic high school would be determined. This has been reflected on 

employment of the teacher for the subject of Physics that has a degree of 

secondary education while the commission has evaluated the employee 

with maximum points: 

- Members of the Commission appointed for selection have not been 

selected in accordance with AI 17/2009 The selection procedure of 

education staff in school; 

- The written test was not completed, and the format set for evaluation of 

candidates with score points was not in line with the requirements and 

criteria of the competition (one of the criteria was that the candidate was 

looking for a job), which enabled the Selection Committee to discriminate 

or incorrectly evaluate a specific candidate; 

- The list of score points drafted by the commission did not contain the 

number of collected score points and no legal advice was given on basis of 

which the unsatisfied candidates have the right to file a complaint,  

because the board of complaints have not  been established at all; 

- Selection Committee decided on final selection of candidates on 

30/03/2018, and the contracts were signed on 04.04.2018, so the deadline 

for submitting the complaint to the Labour Inspectorate was not respected; 

- On 05.01.2018 three school directors were temporarily assigned by the 

Mayor of the Municipality to perform the mentioned function. The audit 

established that the above directors were enrolled in payroll list until 

31.December 2018 as Acting, in violation with the Law No.04/L-32 on Pre-

university Education, whereas Article 35, paragraph 5 states that these 

appointments are valid only until the final day of the current school year. 

Risk Failure to comply with laws in the recruitment process will put into risk the 

right for equal treatment, implies discrimination amongst competitors in one 

hand, and on the other hand, creates favours. Due to these failures in 

execution of recruitment procedures, the Municipality may become subject of 

lawsuits from dissatisfied candidates. 
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Recommendation B3 The Recommendation for the Mayor is to determine accountable individuals 

violating the law during implementation of the competition procedures, to 

withdraw the appointment of school directors, and to announce public 

competitions as soon as possible, in accordance with the MEST 

Administrative Instruction No. 08/2014 on Procedures and Criteria for the 

Selection of Directors in Educational Institutions, as well as to increase 

internal control so that in the future, upon recruitment of new employees, the 

laws on labour and all administrative instructions in force are followed. 

3.1.3 Goods and Services and Utilities   

The final budget for Goods and Services, and Utilities in 2018 was €168,320. Out of them, €157,491 

were spent. They mainly relate to contractual, utilities, fuel, representation expenditures. 

Recommendations 

 

Issue B4 - Poor Management of Contracts 

Finding  The Municipality has signed a three-year framework contract on 19.09.2017 

for “Physical Security Services of the Municipal Building”. The indicative 

sum of the contract amounts to €100,400 for 36 months. The price per unit (of 

employees) was contracted in the amount of €310, calculated for nine (9) 

employees, with a total of €2,790 per month. During the review of the two 

payments on behalf of this agreement, during 2018, we have noticed that the 

EO did not specify the bill clearly, and did not specify the total number of 

employees, as well as their monthly compensation. Further on, the Contract 

Manager reports say that the number of employees that provided security 

services on a monthly basis is 14, while the payment was done for 15 engaged 

employees. By the end of this year the execution of the framework contract is 

over 50% although it is valid until 18.09.2020. 

Risk Unclear invoicing of the services provided by the EO, as well as the manager 

reports that indicate the engagement of a larger number of employees than 

the agreed one, reduce the assurance that the contracts are implemented in 

accordance with the laid terms and specifications. Further on, employment of 

extra employees implies higher monthly costs, which risks that the contracted 

amount will not cover the given period. 

Recommendation B4 The Mayor should ensure adequate and effective policy/procurement 

procedures as well as proper contract management to ensure value for money 

spent on procurement. Regular oversight of contract execution would 

increase assurance for their implementation is done in accordance with the 

terms of the contract. 
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Issue A 4 – Purchase of cell Phones without Procurement Procedures 

Finding  According to the invoice no. 70160086 of date 1.2.2018, the Municipality has 

paid on 10.4.2018 the amount of €2,769.90 on behalf of telephone expenses. 

By reviewing the submitted documentation, it has been determined that the 

Municipality has purchased three (3) cell phones not applying the public 

procurement process, which is in violation of the procedures established by 

the Law no. 03/L-048 LPFMA, Article 17. The operator has attached an 

invalid contract to the case file. They were not aware that the procurement 

procedure should have been carried out for this purchase since the past 

government has used the offer of the operator for supply with cell phones but 

has not returned them. 

Risk Failure to comply with the procurement procedures may lead to favouring of 

some operators and budget loss by not receiving the value for spent money. 

Recommendation A4 The Mayor should ensure undertaking of measures and procedures in order 

for each procurement to be carried out in accordance with the procedures set 

forth in the LPFMA. 

3.1.4 Subsidies and Transfers  

The final budget for Subsidies and Transfers was €8,764. Expenditure of these funds is at rate of 

100%. We tested twelve (12) payments out of this category and checked if they were allocated 

according to the regulations. 

During 2018, the Municipality allocated subsidies to non-public entities. We tested payments from 

this category and verified whether they were implemented in accordance with the rules on 

allocation of subsidies. 

Recommendations 

 

Issue C3 – Weaknesses in awarding of subsidies 

Finding  On 27th February 2018, subsidies amounting to €200 were made on behalf of 

the private user for material and health assistance. Compensation was carried 

out by the decision of the Mayor of the Municipality of Klokot no. 10023/3 

dated 13.02.2018. We have found that in the accompanying documents of date 

28.03.2017 the beneficiary did not make any request, nor there were proper 

specification for justification of the expenditures, which is in violation of 

Articles 8, 9, 10 and 12 of the Internal Regulation on Allocation of Subsidies.  

In the 7 tested samples we found that Articles 8, 9, 10 and 12 of the Regulation 

on Subsidies and Transfers were not applied for justification of the awarded 

subsidies. Lack of control and lack of commitment by the competent unit.  



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

 

 25 

Risk Lack of reporting weakens the responsibility of beneficiaries and municipal 

staff in handling cases, and reduces the ability of management to take 

effective and timely actions. 

Recommendation C3 The Mayor should ensure proper monitoring in spending subsidies, so that 

the awarded subsidised serve the intended purpose, and complement units 

should seek returning reports. 

3.1.5 Capital Investments  

The final budget for capital investments was €465,886. Out of this budget €458,406 were spent 

during 2018. These expenditures relate to the payments for court decisions, construction of local 

roads, sewers, educational facilities and furniture. 

Recommendation 

 

Issue A 5 - Initiation of procurement procedures prior to submitting requests, and lack of 

evidence about the reasons for use of supplies  

Finding  Out of five audited capital projects, none of them has been followed by a 

request submitted by the requesting unit for initiation of purchases which 

would provide the quantity, types and conditions of the proposed public 

material procurement contract, which would be subject to the planned 

procurement, the proposed functional specifications of each object / project, 

which is in violation of the Law on Public Procurement no. 04 L-042, Article 

9.1, FMC Procedure. 

Risk Lack of clear requirements by some departments impose the risk for the 

projects are planned and approved without analysis of the needs and goals 

of the entity. Further on, it is not clear on what assessments basis are made 

specifications in the tender dossier. Procurement of something that does not 

really need the client, or procurement of insufficient quantities, inadequate 

quality and inadequate features leads to unnecessary spending of public 

funds. 

Recommendation A5 The Mayor should take measures that enable the initiation of procurement 

procedures upon submission of the entity's request, which requires carrying 

the purchase according to the needs and goals of the relevant organization. 
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Issue A 6 – Weaknesses in implementation of the tender procedure 

Finding  The Municipality has signed a Public Framework Contract with an economic 

operator on 16.7.2018 “Rehabilitation, construction and asphalting of roads in 

the Municipality of Kllokot” in the amount of €201,221 for a period of 24 

months. An open tender procedure was used.  

The Public Procurement Office has initiated the procurement procedure 

although were not identified locations where investments are needed. This 

has led to submission of tender documentation only with bill of quantity, with 

accompanying investment projects. In addition, Articles 14 and 29 of the Law 

on Construction foresee that, in case of construction is needed to have the 

right documentation, such as construction permits, and inspection oversight, 

which were not provided by the Municipality. 

Moreover, during the evaluation of tenders, the tender evaluation report has 

an initial date 18.6.2018 for preparation of tender evaluation report, while the 

evaluation report of the tender committee was signed on 6.7.2018. Although 

the EO evaluation process has ended on 6.7.2018. The procurement manager 

has informed unsuccessful and successful candidates on 20.6.2018.  

In addition, were contracted abnormally low prices for certain positions. For 

example, the price for the position “4.3 elevation of existing sewage well in 

level with road. In the price is included the supply and installation of lids of 

up to 40 tons” and according to the contract with the wining company this 

costs €1, while in market prices published by the PPRC, the lid costs €160 

(based on the list of average unit reference prices for construction and 

construction work, PPRC dated 15.07.2015).  

Risk Given the fact that the contracting authority is obligated to submit the 

executive project in specifications of the tender dossier, absence of such 

project is in complete violation with the law and as such, risks achievement 

of objectives of the municipality at a satisfactory level. Initiation of projects 

without completing the documentation in accordance with the Law on 

Construction may affect the quality and cause delays in implementation of 

these projects. Notification of successful and unsuccessful candidates before 

the end of the bidding process, constitutes uncertainty about the regularity of 

the tender evaluation process. Contracting abnormally low prices may result 

in failure or ineffective execution of contract or works in the future. 
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Recommendation A6 The Mayor should consider the reasons behind the failure of control upon 

preparation of tenders for construction contracts, and to ensure that aimed 

projects are clearly defined. During the bid evaluation process, the 

Procurement Manager should comply with the LPP and the guidelines. The 

Mayor should ensure that projects are equipped with necessary 

documentation in line with requirements of the Law on Construction, where 

initially is secured the construction permit, inspection oversight during the 

execution until completion, and at the end is secured use permit. Also should 

be monitored implementation of this contract to ensure that is being done in 

accordance with prices of the financial offer. 

3.1.6 Common Issues on Goods and Services and Capital Investments  

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

Recommendation 

 

Issue A 7 -  Lack of plans in management of contract 

Finding  In all procurements performed, no contract management plans have been 

made and this is in violation with Article 81 of the LPP, Contract Management 

Activities, where the management plan has to be arranged between the 

parties to the contract and must be signed by them before commencing with 

implementation of the contract. There is no regular monitoring and updating 

with adequate information about the execution of the contract. 

Risk Improper monitoring of contracted procurements and lack of controls will 

produce the risk for the procurement will be carried out within intended 

activity and contracted quality. 

Recommendation A7 The Mayor should ensure adequate monitoring of contract execution. The 

Contract Manager must have a contract management plan to determine 

whether the Bidder meets his Contractual Obligations in due time and as 

specified in the contract. 

3.2 Capital and non-capital assets  

We have tested the initial situation, purchasing assets over the year, including capital investments, 

as well as purchasing equipment and furniture under €1,000 from goods and services, as well as the 

regularity of the asset registration that is available. We have also completed a physical examination 

so that we can verify the physical presence of assets. 
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Recommendation 

 

Issue B5 - Weaknesses in Asset Management 

Finding  We have checked whether the registration process and evidence keeping 

complies with the requirements of Regulation No.MF.02/2013 on 

management of non-financial assets in budget organizations. 

During the audit we noticed that the Municipality has shown weaknesses in 

asset management as follows: 

The Municipality has not yet appointed the Assets Officer and there are no 

internal procedures set for asset management in accordance with Treasury 

Regulation 02/2013. The Asset Evaluation Committee was not established; 

It has not managed to register assets over €1,000 purchased in 2018 in the 

account register (Free Balance). The value of assets disclosed in the AFS for 

2018 was in the amount €1,434,633, which is based on the data generated from 

a register which has not been updated since 2014; 

Based on the reports from the Cadastre Department in the Municipality, we 

found that the Family Medicine Centre in Mogila village and 45 land parcels 

were not registered in the accounting register of assets in KFMIS and not 

disclosed in the AFS; 

There was no Asset Inventory and Asset Commission established as required 

by the Regulation no. 02/2013 19 and 21 on Asset Management; 

The Municipality has not registered assets under €1,000  because the e-Asset 

software is not operational. The Municipality did not disclose assets under 

€1,000 in the AFS due to the lack of evidence, but did not even have the stock 

register for the end of the year, and did not present their value in the AFS. 

The Municipality has signed a Memorandum of Understanding with various 

Ministries for Capital Projects. However, due to unclear ownership of these 

facilities in co-financing agreements with Municipalities, property in the 

amount of €135,866 has not been entered into municipal property register. 

Risk Failure to update the assets register, the lack of supporting documentation 

for the property shown in the register, inadequate registration and the non-

reconciliation of the inventory situation with the accounting registry position 

increases the risk for misuse or loss of assets, and that the value of the 

organization's assets presented in AFS is not correct. 
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Recommendation B5 The Mayor should ensure that controls on asset management and reporting 

are strengthened in order for their management and reporting to be 

conducted in accordance with legal requirements. Further on, it should 

ensure that co-financing agreements with the ministries clarify the ownership 

of buildings after their completion. It is also necessary to increase the co-

operation of the Asset Officer with the Treasury to allow registration of new 

investments in existing facilities, as well as the added value of the primary 

facility. 

3.3 Receivables  

At the end of 2018, there is an increasing trend in accounts receivables because the Municipality has 

presented receivables in the amount of €519,026 compared to €487,619 in the previous year. This is 

due to ineffective policies that have been applied by the management and due to the lack of a 

strategy for collecting these debts. 

The taxpayer registration system is centralized based on property tax data, which contains 

information for all municipalities of Kosovo and is maintained by the Department of Property Tax 

at the Ministry of Finance (MoF). Each municipality is obliged to carry out the verification, meaning 

to manage data entry on property tax, including property tax, property address, owners and users 

addresses, facility and land information, property values, tax rates, tax obligations, and data on tax 

payments, which are not performed by the municipality of Klokot during 2018 as defined by the 

law. 

Recommendations  
 

Issue B6 – Management of accounts receivable 

Finding Although the Municipality is making continuous effort to collect property tax 

debts, which according to the Municipal Revenue Officer now amount to 

€395,006, the possibility to collect tax at the end of 2018 was €65,414, or only 

16, 6%. Apart from problems with the old property tax debts, they are 

increasing year by year, despite increased collection up to 51.37% compared 

with the same period in 2017. 

Municipal designated cashiers, who collect the tax on waste collection 

services, do not yet have the customer database available, and do not have 

any reliable data records on payments and outstanding debt. Reports 

prepared by the cashiers are done manually and relate only to the recording 

of payments, but not to the remaining debt. 
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Receivables on behalf of taxes on business activity during 2018 also increased 

by 4.3% compared to 2017. 

Risk Lack of cashiers, interviewers and inspectors, non-systematic updating of 

database and inadequate collection of cash receipts, respectively for 

receivables have led to the fact that not all of the assets are registered in the 

taxpayer's register, to the extent that year-to-year receivables are increasing, 

and that the Municipality does not have data on receivables for the waste 

collection service. 

Recommendation B6 The Mayor should analyse the reasons behind increasing trend in the 

property tax receivables and strengthen control in order to prevent further 

increase. It needs to set up strategies and mechanisms to facilitate 

identification and collection of the accrued debts by setting up some 

municipal conditions based on a proof for payment of the property tax. 

Further on, it is necessary for the Municipality to adequately manage 

accounts receivable on behalf of the waste collection service and business 

activity tax. 

3.4 Outstanding liabilities  

The statement of liabilities not paid to the suppliers at the end of 2018 was €98,621. Taking into 

account that by the end of 2018, and in 2017, liabilities were not properly presented, we were not 

able to determine whether and to what extent the liabilities were reduced. 

Contingent liabilities represent potential liabilities arising from past events and the existence of 

which will only be confirmed by the occurrence or non-occurrence of one or more uncertain future 

events that are not in full control of the audited entity or present actual liabilities deriving from past 

events but are not known because it is unlikely that the outflow of funds is likely to be required to 

settle the liability or the amount of the liability cannot be measured with high certainty. 

Direct reduction of liabilities is made on the basis of the forced reconciliation, out of court settlement, 

final court decisions, and in other cases with reliable documentation, when it is possible to make a 

real assessment of exceeded liabilities that will not be paid within 60 days from the day they were 

supposed to be paid. 

The amount €95,823 of contingent liabilities presented by the Municipality was related to various 

court proceedings. 
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Recommendations  

 

Issue B7 - Inadequate management of receipts/bills for expenditures in reporting liabilities 

Finding  According to the Financial Rule no. 01/2013, all invoices must be received / 

registered through the implementation of the internal control procedures for 

the transmission of documentation. In this regard, received invoices must be 

registered and recorded in the invoice / protocol book. We have observed 

that no invoice received from EO has been registered in protocol book and 

did not contain the date of reception by the Municipality, which resulted in 

non - updated registry of unpaid bills. 

Further on, the report on outstanding liabilities at the end of the year 

generated incorrect data, because it contained 20 items in the total value of 

€21,188 that are still within the legal deadline (30 days). In addition, in three 

(3) cases it is observed that obligations were presented in higher amount than 

they were invoiced by €3,085. 

The Municipality has presented outstanding liabilities in the amount of 

€70,801 within the contingent liabilities even though they are presented in the 

liabilities. 

Risk Failure to record bills increases the risk of losing or double payment of the 

same bills and not presenting the current situation of the Municipality's 

Liabilities. Report for liabilities that are still within the allowed legal payment 

deadline increases the risk for the Municipality will provide inaccurate 

information to the management, while presentation of liabilities in higher 

amount than the real one will lead to payment of non-existing obligation. 

Presentation of liabilities also within the contingent liabilities leads to 

incorrect presentation of data in the AFS. 

Recommendation B7 The Mayor should ensure that all bills received are recorded in the protocol 

book in order to comply with the obligations of the law on protocoling. 

Further on, the Mayor should strengthen internal controls for accurate 

presentation of liabilities. 
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4 Good Governance 

Good Governance implies basic principles of accountability, effectiveness of controls, risk 

management, independence of internal audit, and coordination of NAO with internal audit and 

good governance with public assets. 

A key tool supporting effective governance is the implementation of audit recommendations as this 

demonstrates that Management are seeking to develop existing processes and controls. The level of 

compliance with FMC requirements by Budget Organizations is monitored by the self-assessment 

checklists completed by all BOs, which are submitted at the end of the year to the Ministry of 

Finance. 

Specific areas of our governance-related reviews have been the accountability and risk management 

process, while the other components are handled within the chapters or subchapters above.  

Overall Governance Conclusion  

Operational and financial activities of the Municipality still remain areas where important actions 

are required. Effective responses to the implementation of external audit recommendations, 

development of the risk management process, management of capital projects and municipal assets, 

and implementation of internal audit recommendations are some of the areas to which the 

Municipality should give priority for efficient management. 

The municipality does not have a strategic plan and performs analysis to measure the achievements 

of the set goals, which are set forth in the Municipality's development strategy. Also, the 

Municipality has a joint Municipal Development Plan with the Municipality of Vitia/2010-2020. 

The Municipality has managed to meet MoF requirements for submitting a self-assessment 

questionnaire, however, in terms of risk management, the Municipality has not yet been able to 

prepare a risk list by identifying significant risk points faced by relevant departments, and responses 

to the risks identified. 

One of the key elements of effective management is the implementation of recommendations given 

by external auditors. The effective response to implementing the recommendations is not 

satisfactory. This section is discussed in more detail in the chapter “Progress in implementing the 

recommendations”. 



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

 

 33 

4.1 Internal Audit System 

According to the Law no. 02 / L-74 on Internal Audit, each budget organization should establish an 

Internal Audit Unit (IAU) and ensure that its activity, data management and control systems are 

subject to a comprehensive internal audit, at least once a year. An adequate internal audit system 

helps management in identifying weaknesses in financial management and control of the 

Municipality. This adds value to the money spent and contributes to meeting the objectives and 

improving the services provided by the Municipality. 

Recommendations  
 

Issue B8 - Lack of IAU 

Finding  Since its establishment, the Municipality has not established the IAU which 

would handle internal financial control system and other activities defined 

by the Law on Internal Controls, nor did it provide internal audit services. It 

has not established an Audit Committee, although this has been consistently 

recommended by the AG. This was because the management of the 

Municipality failed to understand the role and importance of internal audit 

in improving municipal activities. 

Risk Lack of continuous internal audit reviews may result with continuation of 

recurrence of weaknesses in key internal control systems. Furthermore, 

management may not be able to identify weaknesses of controls and react 

timely to their elimination. 

Recommendation B8 The Mayor should consider recruiting an internal auditor, who through a 

comprehensive work program will select the financial and other risks for the 

Municipality, and assess the effectiveness of internal control. Further on, we 

also propose the establishment of an effective Audit Committee, which 

would critically review the internal audit plans and outcomes. 

4.2 Management Reporting, Accountability and Risk Management 

Our review of managerial controls has highlighted poor financial reporting by high management 

related to expenditures and unfinished analysis for providing services. Determination in finding 

responsibility for misconduct and inaction which lead to accusation of local self-government should 

be a priority for the management. At present, often on - transparent and inadequate reporting 

hampers all parties involved, including civil society, the media and the local Assembly, but will also 

prevent the Mayor to immediately react and warn about these situations, whose final result leads 

to the loss of citizens budget. 

Given the fact that the Municipality has problems with the accuracy of the asset list, the question 

that has been raised repeatedly in the external audit reports is that the Municipal Assembly should 
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pay particular attention to the assets report. The Municipality should ask the executive to provide 

an up-to-date list of municipal assets, requiring the Municipality to include additional resources for 

the registration, control and valuation of Municipal Assets, and to ensure that the recording and 

presentation of assets in the financial statements are carried out constantly. 

Another important issue is not reporting on a weekly or monthly basis to the Mayor, and 

segregation of staff duties, where an officer is responsible for more than one assignment, and this is 

due to the lack of staff. 

Recommendation  
 

Issue B9 - Poor Management Control in Risk Management 

Finding  The Municipality has not established formal procedures for risk 

management, which include the identification, evaluation, response and 

monitoring of events or situations that may have a negative impact on 

meeting the objectives of public money users. No initial steps or 

responsibilities have been taken to address possible risks to the organization. 

As a result of non-functioning of management controls, inadequate revenue 

management and invoice monitoring, it resulted that the obligations are not 

disclosed by their exact value in the AFS. Managerial weaknesses have been 

observed in the procurement area, where management of capital projects has 

failed, through generalized agreements, without the identification of aimed 

investment projects. Accounts receivable have increased, although no specific 

actions have been taken to collect them. The number of municipal property 

foe taxing purposes has not been verified, rented buildings are still used in in 

non-compliance of the law. On the other hand, assets do not reflect the exact 

situation, while e-Asset is still not functioning. The municipality also has no 

written risk management policies and procedures, especially about the risk 

of fraud and irregularities. 

Risk Lack of effective risk management will reduce the control of potential events 

and situations that may have a negative effect on achieving the objectives of 

the public funds. Proactive actions that are needed to avoid the potential 

impacts of such issues will not be undertaken in a planned and systematic 

way. 

Recommendation B9 The Mayor should provide a risk assessment by identifying key objectives, 

eventually challenging areas, and measures to reduce the risk at an acceptable 

level. It is necessary to delegate direct responsibility for risk management to 

one of the respective directors who, in coordination with the heads of units, 

would manage this process and on a monthly basis to report on risk 

management. 
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5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS of the Municipality of Kllokot resulted in 18 key 

recommendations. Municipality of Kllokot prepared an Action Plan which formally states how all 

recommendations will be implemented.  

At the end of our 2017 audit only 1 recommendation have been implemented, 2 were in process and 

15 have not been addressed yet. The audit on 2016 AFS of the Municipality of Kllokot resulted in 20 

key recommendations. By the end of our audit for 2017, only one recommendation was 

implemented; one is in the process of implementation, while 18 have not been addressed yet. 

For a detailed description of the recommendations and how they are addressed, see Table 4 (or 

Table of Recommendations). 
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Table 4 Summary of prior year recommendations and of 2018  

No Audit area Recommendations  of 2017  Actions taken  Status 

1 AFS The Mayor should ensure that an analysis 
is undertaken to determine the causes of 
the qualification and emphasis of matter. 
Actions should be taken to strengthen 

controls and ensure that expenditures are 
classified correctly according to economic 
categories and address as well as the 
financial statements are presented in line 

with the requirements of the MoF 
Regulation on Annual Financial 
Reporting. Further on, the Mayor should 
ensure that all municipal assets are 
recorded in the Assets Register 

(accounting register and asset register) 
and disclosed fairly into the AFS of 2018.  

Further on, the Mayor should ensure that 
effective processes are in place to confirm 

that the 2018 AFS production plan 
formally addresses all compliance issues 
related to the AFS and includes 
Management review of the draft AFS with 
specific focus on high risk areas and/or 

areas where errors have been identified in 
previous years. The Declaration made by 
the Chief Executive Officer and Chief 
Financial Officer should not be signed 

unless all necessary checks have been 
applied to the draft AFS. 

The Municipality 
was not able to 
improve the 
situation. 

 

Not 
implemented. 

2 Budget 
Process  

The Mayor should implement a systematic 
assessment of the causes of low budget 
execution for capital investments and take 
into account the possibilities for early start 

of procurement procedures to prevent the 
challenges that arise during the planning 
and execution of procurement activities. 

Actions are taken, 
has been partially 
implemented since 
the performance of 

budget execution 
for IK was 
increased due to 
payment for court 

decision. 

Partially 
Implemented. 

3 Revenues  The Mayor should ensure that revenue 

planning is based on objectivity. It is 
necessary to establish communication and 
exchange of documents and data between 
the various departments involved in the 

process, from the determination of tariffs, 
evidencing, to collecting and controlling 

This year too there 

were weaknesses 
in planning and 
collection of 
revenues. Also 

verification of the 
properties was not 

Recommendat

ion closed. 
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the collection of revenues. Payment over 
€10 is required to be made through a bank 
account. Collected revenue amounts 

should be deposited with the bank within 
the statutory deadline. Further on, the 
Municipality should have a plan for 
verifying 1/3 of the property within its 
jurisdiction. 

carried out 
according to the 
legal requirements. 

The same 
recommendation is 
repeated this year 
too as it has not 
been implemented. 

4 Revenues The Mayor should ensure the update of 

pricelist for all taxes charged on behalf of 
the service provided. It is necessary to 
have all the details of all individuals, 
which haven’t paid their debts for the 
waste collection service, and enter them in 

payment system. To increase control on 
payments through an accurate invoicing, 
registering and regular reconciliation of 
collected and deposited sums on a 

monthly basis. 

There is a decision 

to change the 
tariffs but there is 
no control on 
collection and 
recording of all 

persons. 

Recommendat

ion in process.  

5 Wages and 

Salaries 

The Mayor should ensure that employees 

through special service agreements 
engage only in cases where there are 
specific requirements. Engagement should 
be made in compliance with legal 

requirements through a competitive and 
transparent process. If there is a need to 
increase the number of staff (career 
position), employees should be budgeted 

and their engagement should be made 
through an open recruitment process. 

It has not been 

observed that the 
entity has tried to 
improve this non-
compliance. The 

recommendation is 
repeated but 
modified because 
this year it has 

been found that 
the tax on source 
income for 
engaged 
employees is not 

withheld. 

Not 

Implemented. 

6 Personnel 
Management 

The Mayor should ensure that a systematic 
review of personnel files is initiated to 
ensure that all necessary documentation is 
included within a specific period of time. 

The entity has 
managed to 
change the 
situation in the 
Department of 

Administration, 
but in the 
education and 
health department 

the situation is the 
same. This year we 
do not repeat this 
recommendation  

Closed. 
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7 Personnel 
Management 

It is required to take all measures in order 
to design vacancy announcements in 
accordance with the legal provisions in the 

future, so that all candidates have equal 
opportunities for employment in 
educational institutions. 

The entity has not 
taken into account 
last year's 

recommendation, 
and the same 
practice has 
continued in 2018. 

Not 
implemented. 

8 Goods and 
Services 

The Mayor should ensure that the 
Expenditure Officer makes a fair 

expenditure registration according to the 
relevant codes, fully in compliance with 
the Chart of Accounts. 

There have been 
cases this year too 

but since the 
values are not 
significant we 
consider to be 
closed. 

Closed. 

9 Subsidies 

and 
Transfers 

The Mayor should ensure that the 

necessary actions are taken to update the 
regulation for granting subsidies, to set the 
limits allowed in order to increase 
transparency and deliver accurate 
information to the public. Internal controls 

should be increased, so that the funds 
allocated by the Municipality on behalf of 
subsidies to meet the intended purposes. 

The Municipality 

has not received 
returning reports 
from beneficiaries. 

Partially 

implemented.  

10 Capital 
Investments 

The Mayor should ensure that the 
procurement procedures are subject to 

rigorous controls, from the start of the 
process to the execution of the contract. It 
should also ensure implementation of 
controls on the regularity of the 
documentation, and that payments are 

made only after meeting the requirements 
of the financial rules for spending public 
money. 

The Auditor has 
not found similar 

finding. 

Recommendat
ion 

implemented. 

11 Common 
Issues for 
Goods and 

Services and 
Capital 
Investments 

The Mayor should ensure consistent and 
effective compliance with procurement 
rules/procedures as well as adequate 

contract management in order to ensure 
value for the money spent on 
procurement. Systematic supervision of 
contract execution would increase the 

security for their implementation in 
accordance with the agreed terms. 

The Municipality 
has not achieved to 
establish controls 

in management of 
this contract. 

Not 
Implemented. 

12 Capital and 
non- capital 
Assets 

The Mayor should initiate the process of 
drafting internal regulations regarding the 
registration of assets (land and buildings), 
and ensure implementation of all 

requirements related to evaluation of 
municipal assets at the end of the year. At 

It has been 
modified this year. 

Not 
Implemented. 
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the end of the year, before preparing the 
financial statements, the inventory process 
should be carried out, which should be 

harmonised with the asset registers. 

13 Handling of 

Petty Cash 

The Mayor should ensure that the advance 

payment are justified within the time 
frame/deadline set out in the Regulation 
2004/07. All invoices, requests and 
receipts must be enclosed with the form 

for closing of advance payment, and the 
receipt list which is kept by the petty cash 
officer up to the closing date. If there is 
remaining money from official trip 
advance payment, the unspent amount of 

money is returned to the account of the 
commercial bank. 

There are still 

unclosed advance 
payments. The 
finding and the 
recommendation is 

found the AFS. 

Not 

implemented. 

14 Receivables The Mayor should analyse the reasons for 
the increasing trend of receivables for 
property tax and strengthen controls to 
prevent further increase. A strategy and 

mechanism needs to be established to 
enable the identification and collection of 
accumulated debts by conditioning some 
municipal services based on the evidence 

of paid property tax. Further on, it is 
necessary for the municipality to properly 
manage receivables on behalf of the 
business tax. 

 Not 
Implemented. 

15 Outstanding 
Liabilities 

The Mayor should ensure a critical review 
of the outstanding liabilities balance, in 

order to determine priority of payment, to 
avoid the consequences that may lead to 
their direct payment by the MoF, or on the 
basis of court decisions. In coordination 

with the Legal Representative of the 
Municipality, contingent liabilities should 
be clearly identified and separated from 
current obligations, in order to provide a 
correct presentation on the AFS. It is 

necessary to fully implement the system of 
registering and reporting outstanding 
obligations. 

Has been 
modified. 

Not 
Implemented. 

16 Progress in 
Implementat
ion of 

Recommend
ations 

The Mayor and municipal councillors 
should ensure that the implementation of 
the action plan is monitored on a regular 

basis and reported on a regular monthly or 
quarterly basis when it comes to the 
progress achieved in this regard. 

 N/A- Has 
been closed.  
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Recommendations that are not 
implemented by deadlines should be 
revised in the short term by the Mayor, as 

well as pro-active actions are taken against 
the barriers presented during the 
implementation. 

17 Internal 
Audit 

The Mayor should consider recruiting an 
internal auditor who, through a 
comprehensive work program, will 

include the financial and other risks of the 
Municipality, and who would assess the 
effectiveness of internal control. In 
addition, we also propose the 
establishment of an effective Audit 

Committee to critically review the internal 
audit plans and results. 

 Not 
Implemented. 

18 Management 
Reporting 

The Mayor should ensure risk assessment 
by identifying key objectives, potentially 
difficult areas, and risk mitigation 
measures at an acceptable level. Delegated 

direct risk management responsibility is 
required from respective director who, in 
coordination with unit managers, will 
manage this process and report on risk 

management on a monthly basis. 

 Not 
Implemented. 

No Audit Area Recommendations  of 2018  

 

1 Recommend

ations 

related to 

Annual 

Financial 

Statements 

The Mayor should ensure that an analysis is undertaken to determine the causes 
for emphasis of matter in this report. Actions should be taken to strengthen 

controls and ensure that expenditures are classified correctly according to 
economic categories and the financial statements are presented in line with the 
requirements of the MoF Regulation on Annual Financial Reporting The Mayor 
should also ensure that all municipal assets are recorded in assets registers 
(accounting register and asset register) and disclosed correctly in the AFS 2019. 

Further on, the Mayor should ensure that effective processes are in place to 

confirm that the 2019 AFS production plan formally addresses all compliance 

issues. The Declaration made by the Chief Executive Officer and Chief Financial 

Officer should not be signed unless all necessary checks have been applied to the 

draft AFS. 

2 Budget 

Planning and 

Execution 

The Mayor should ensure that planning and execution of expenditures is carried 

out in accordance with the type of the expenditures, and that all financial 

transactions are carried out in accordance with the LPFMA provisions, in line with 

the budget, in due time and location. Payments executed for court decisions and 

reconciliations need to be classified correctly, for their presentation in the AFS is 

correct. Critical review of the outstanding liabilities position is indispensable to 
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determine the priority of payments, in order to avoid situations that may lead to 

their payment directly from Treasury. 

3 Expenditures 

based on 

court 

decisions, 

mandatory 

payment and 

IOBCSK 

decisions 

The Mayor should continue ensuring implementation of laws, regulations and 

contractual obligations, in order for the Municipality to not enter into any disputes 

and additional costs for court proceedings, and to cut payments from budget 

because of court disputes. 

4 Revenues The Mayor should make adequate job systematization by covering the positions 

of the interviewer, the cashier and the construction inspector. Further on, it is 

necessary to update the current database of taxpayer, from which payments for 

municipal services are received, and to start with detailed and timely payment 

evidences and reporting on payments and receivables. The amount of revenues 

collected should be deposited into the bank in accordance with applicable 

Regulations. 

5 Wages and 
Salaries 

The Mayor should ensure that employees with Special Services Agreements are 
engaged only when there are specific requirements, and that simplified 

employment procedures are applied for these services, which will not last more 
than six months. The Municipality should withhold the source income tax payable 
to its employees in accordance with AI No.01/2016 on Implementation of the Law 
05/L-028 on Personal Income. 

6 Wages and 
Salaries 

The Municipality should as soon as possible order the change of the coefficients 
for the employed teachers whose salaries are being calculated by incorrect 

coefficients. 

7 Wages and 
Salaries 

The Mayor should determine those accountable who, by their actions, have 
brought the Municipality into this very unfavourable position and take the 
appropriate measures in accordance with the law, and strengthen internal control, 
so that in the future the Law on Labour and applicable Administrative 
Instructions are applied in case of a dismissal of employees. 

8 Wages and 

Salaries 

The Recommendation for the Mayor is to determine accountable individuals 

violating the law during implementation of the competition procedures, to 
withdraw the appointment of school directors, and to announce public 
competitions as soon as possible, in accordance with the MEST Administrative 
Instruction No. 08/2014 on Procedures and Criteria for the Selection of Directors 
in Educational Institutions, as well as to increase internal control so that in the 

future, upon recruitment of new employees, the laws on labour and all 
administrative instructions in force are followed. 

9 Goods and 
Services and 
Utilities 

The Mayor should ensure adequate and effective policy/procurement procedures 
as well as proper contract management to ensure value for money spent on 
procurement. Regular oversight of contract execution would increase assurance 

for their implementation is done in accordance with the terms of the contract.  
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10 Goods and 
Services and 
Utilities 

The Mayor should ensure undertaking of measures and procedures in order for 
each procurement to be carried out in accordance with the procedures set forth in 
the LPFMA. 

11 Subsidies 
and 

Transfers 

The Mayor should ensure proper monitoring in spending subsidies, so that the 
awarded subsidised serve the intended purpose, and complement units should 

seek returning reports. 

12 Capital 
Investments 

The Mayor should take measures that enable the initiation of procurement 
procedures upon submission of the entity's request, which requires carrying the 
purchase according to the needs and goals of the relevant organization.  

13 Capital 
Investments 

The Mayor should consider the reasons behind the failure of control upon 
preparation of tenders for construction contracts, and to ensure that aimed 
projects are clearly defined. During the bid evaluation process, the Procurement 

Manager should comply with the LPP and the guidelines. The Mayor should 
ensure that projects are equipped with necessary documentation in line with 
requirements of the Law on Construction, where initially is secured the 
construction permit, inspection oversight during the execution until completion, 
and at the end is secured use permit. Also should be monitored implementation 

of this contract to ensure that is being done in accordance with prices of the 
financial offer. 

14 Common 
Issues on 
Goods and 

Services and 
Capital 
Investments 

The Mayor should ensure adequate monitoring of contract execution. The 
Contract Manager must have a contract management plan to determine whether 
the Bidder meets his Contractual Obligations in due time and as specified in the 

contract. 

15 Capital and 
non - capital 
Assets 

The Mayor should ensure that controls on asset management and reporting are 
strengthened in order for their management and reporting to be conducted in 
accordance with legal requirements. Further on, it should ensure that co-financing 

agreements with the ministries clarify the ownership of buildings after their 
completion. It is also necessary to increase the co-operation of the Asset Officer 
with the Treasury to allow registration of new investments in existing facilities, as 
well as the added value of the primary facility. 

16 3.3 
Receivables 

The Mayor should analyse the reasons behind increasing trend in the property tax 
receivables and strengthen control in order to prevent further increase. It needs to 

set up strategies and mechanisms to facilitate identification and collection of the 
accrued debts by setting up some municipal conditions based on a proof for 
payment of the property tax. Further on, it is necessary for the Municipality to 
adequately manage accounts receivable on behalf of the waste collection service 
and business activity tax. 

17 3.4 

Outstanding 
Liabilities 

The Mayor should ensure that all bills received are recorded in the protocol book 

in order to comply with the obligations of the law on protocoling. Further on, the 
Mayor should strengthen internal controls for accurate presentation of liabilities.  

18 Internal 
Audit 
System 

The Mayor should consider recruiting an internal auditor, who through a 
comprehensive work program will select the financial and other risks for the 
Municipality, and assess the effectiveness of internal control. Further on, we also 
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propose the establishment of an effective Audit Committee, which would 
critically review the internal audit plans and outcomes. 

19 Management 
Reporting, 
Accountabili

ty and Risk 
Management 

The Mayor should provide a risk assessment by identifying key objectives, 
eventually challenging areas, and measures to reduce the risk at an acceptable 
level. It is necessary to delegate direct responsibility for risk management to one 

of the respective directors who, in coordination with the heads of units, would 
manage this process and on a monthly basis to report on risk management. 

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: Annex II: Confirmation letter 
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LETTER OF CONFIRMATION 
 

For compliance with Auditor General's findings in the Audit Report for 2018 and on the 
Implementation of Recommendations 

 
 
 
To: National Audit Office 
 
Honored, 
 
We hereby confirm that: 
 
 
•             We have received the draft audit report of the National Audit Office on the 2018 Annual 

Financial Statements of the Municipality of Kl lokot hereinafter referred to as the Report; 
 
•             Agree on the findings and recommendations and I have no comment on the content of the 

Report; and  
 
•             Within 30 days from receiving the final report, I will submit the action plan on 

implementation of recommendations including the deadlines and responsible staff for 
their implementation.  

 
Mayor: 
 
 Bozidar Dejanovic 
 
Date: 27.5.2019, Kllokot 

 


