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The National Audit Office of the Republic of Kosovo is the highest 

institution of financial control, which for its work is accountable to 

the Assembly of Kosovo.  

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base for 

holding managers’ of individual budget organisations to account. 

We are thus building confidence in the spending of public funds 

and playing an active role in securing taxpayers’ and other 

stakeholders’ interests in enhancing public accountability.  

This audit is carried out in line with the International Standards of 

Supreme Audit Institutions, and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of Gllogoc 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 Ylber 

Sadiku, Team Leader, and Fisnik Rudaj and Muharrem Qyqalla, 

team members, under the management of the Head of Audit 

Department Bujar Bajraktari.  

 

 

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 Gllogoc Municipality for 2019, 

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

of 2019 financial statements was undertaken in accordance with the International Standards of 

Supreme Audit Institutions (ISSAIs).   

Our audit focus has been on: 

 

Conclusions  

Conclusion on the Annual Financial Statements – The Annual Financial Statements have been 

prepared in accordance with the applicable rules and standards, with the exception of the 

misclassification of expenditures between different economic categories. This is explained in the 

Emphasis of Matter paragraph. 

Financial Management and Control Conclusion - Although internal controls have operated 

effectively in some areas, financial management and control have been accompanied by obvious 

weaknesses in some important financial systems. Controls over expenditures require further 

improvement to prevent misclassification of expenditures, departure from procurement rules, and 

management of capital projects. 

Conclusion on the implementation of prior year recommendations - The implementation of 

prior year recommendations is not monitored at the required level, and there no progress in their 

implementation. Despite actions taken, additional actions need to be undertaken for implementing 

our recommendations 

Opinion of the Auditor General1 

Unmodified Opinion with Emphasis of Matter  

For more details, see Chapter 1 of this report.  

Response of Management in audit 2019  

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

Annual Financial 
Statements 

Financial 
Management and 

Control 

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

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

management and staff of Municipality during the audit process.  
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Audit Scope and Methodology 

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

records in regard to as the following: 

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

matters for the audit period; 

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

regulations;  

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

and 

 Whether appropriate actions for implementation of audit recommendations have been 

undertaken. 

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

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

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

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

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

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

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

be made to the systems and procedures operated.  

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

area. Management response on audit results is presented in Annex II.      
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1.  Audit Opinion on Annual Financial Statements   

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

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

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

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

provided further in detail.  

Unmodified Opinion with Emphasis of Matter   

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

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

Accounting Standards according to cash based accounting. 

Basis for the Opinion 

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

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

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

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

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

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

Emphasis of Matter  

We would like to draw your attention to the fact that the Municipality has paid from and recorded 

expenditures under inadequate economic categories. Namely, funds have been paid from Goods 

and Services, Subsidies, and Capital Investments for wages and salaries, and from Capital 

Investments for goods and services. These payments are made by the Treasury based on 

court/enforcement decisions, and relate to the compensation of jubilee and accompanying salaries 

upon retirement of employees as well as to debts to suppliers. The Municipality has made efforts 

to prevent such payments, but it was impossible because of the lack of approved funds under 

adequate categories.  

Moreover, through budget planning, the Municipality paid from Goods and Services for subsidies, 

transfers and capital investments and from Capital Investments paid for goods and services, and  

subsidies and transfers. Misclassifications are handled under Chapter 2.1 Budget Planning and 

Execution of this report. Our opinion has not been modified in this respect.       
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Responsibility of Management for AFS  

The Mayor of Gllogoc is responsible for the preparation and fair presentation of financial 

statements in accordance with International Public Sector Accounting Standards – Financial 

Reporting under the Cash based Accounting. The management is also responsible for establishing 

internal controls which the management determines are necessary to enable the preparation of 

financial statements that are free from material misstatement, whether due to fraud or error. This 

includes the application of Law No. 03/L-048 on Public Financial Management and Accountability 

(as amended and supplemented) and Regulation No. 01/2017 on Annual Financial Statements of 

Budget Organisations.  

The Mayor is responsible to ensure oversight of the Municipality’s financial reporting process. 

Auditor General’s Responsibility for the audit of the AFS 

Our responsibility is to express an opinion on the AFS based on our audit conducted in 

accordance with ISSAIs. These standards require that we obtain reasonable assurance about 

whether the financial statements are free from material misstatements. 

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted 

in accordance with ISSAIs will detect every material misstatement that might exist. Misstatements 

may arise from fraud or error and are considered material if, individually or in the aggregate, they 

could influence the decisions taken on the basis of these AFS. 

The audit involves performing procedures to obtain evidence about the financial records and 

disclosures in the AFS. The procedures selected depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement in the AFS, whether due to fraud or error. In 

making those risk assessments, the auditor considers internal control relevant to the entity’s 

preparation of the financial statements in order to design audit procedures that are appropriate in 

the entity’s circumstances, but not for the purpose of expressing an opinion on the effectiveness of 

the entity’s internal control.  

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

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

presentation of the financial statements. 

We communicate with the management of the audited entity regarding the audit scope, planned 

time and significant findings including any significant shortcoming in internal control that we 

have identified during the audit.  

The audit report is published on the NAO’s website, except for information classified (as sensitive) 

or other legal or administrative prohibitions in accordance with applicable legislation. 
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2  Financial Management and Control 

Our work related to Financial Management and Control (FMC) reflects the detailed audit activities 

undertaken on Revenue and Expenditure Systems within Budget Organisations. Specifically, we 

have handled budget management, procurement, human resources and assets and liabilities as 

well as the internal audit function. 

Financial Management and Control Conclusion 

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

implemented effectively. However, controls over expenditures require further improvement in 

order to prevent: misclassification of expenditures, departure from procurement rules, 

shortcomings in capital projects management and non-financial assets management.  

2.1 Budget Planning and Execution 

We have considered the sources of budget funds and spending of funds by economic categories. 

This is highlighted in the tables below: 

Table 1. Sources of budgetary Funds (in €) 

Description  
Initial 

Budget 
Final 

Budget2 
2019 

Outturn 

 % of 
2019 

Outturn  

2018 
Outturn 

2017 
Outturn 

Sources of Funds   15,171,602  16,140,118  14,634,494  91  13,901,613  12,483,647  

Government Grant -
Budget  

13,701,841  13,701,841  13,065,870  95  12,498,679 11,237,166 

Borrowing 156,226  40,761  37,905   93  26,636 -    

Carried forward from 
previous year3–  

 -    811,638   569,330  70  996,865 814,618 

Own Source Revenues4   1,313,535  1,313,535   732,610  56  373,453 425,819 

Domestic Donations -    24,904   22,691  91  5,980 6,044 

External Donations   -     247,439   206,090   83  -    -    

The final budget was higher than the initial budget by €968,516. This increase was a result of 

revenues of €811,638 carried forward from previous year, domestic donations of €24,904, increased 

external donations by €247,439. Financing from borrowing was reduced by €115,465.  

                                                      
2 Final budget – the budget approved by the Assembly subsequently adjusted by the Ministry of Finance.  
3 Municipal Own Source Revenues unspent in previous year carried forward into the current year. 
4 Receipts used by the entity for financing its own activities. 
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In 2019, the Municipality spent 91% of the final budget or €14,634,494, with an improvement of 5% 

compared to 2018. Explanations for the current position of budget outturn are detailed below.  

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

Description 
Initial 

Budget 
Final 

Budget 
2019 

Outturn 

% of 
2019 

Outturn  

2018 
Outturn 

2017 
Outturn 

Spending of funds by 
economic categories 

 

15,171,602  

 

16,140,118  

 

14,634,494  

 

 91  

 

13,901,613  

 

12,483,647  

Wages and Salaries   8,423,505    8,423,505    8,150,885  
             

97  
  8,088,931    7,762,216  

Goods and Services    1,716,041    1,619,662    1,506,915     93   1,281,894      966,169  

Utilities      189,113       189,114       187,252  
            

99  
     150,368       205,586  

Subsidies and 

Transfers 
    231,347     255,202  245,479      96  232,616    171,737  

Capital Investments    4,611,596    5,652,635    4,543,963           80    4,147,803    3,377,939  

Explanations for changes in budget categories are given below: 

 In Goods and Services, the budget decreased by €96,379. This was as  a result of borrowing 

by €121,937, reallocation of €7,400 from Goods and Services to Capital Investments, 

increased own source revenues by €32,459, increased donations €500;  

 The budget for Subsidies increased by €23,855 as result of carried-forward own source 

revenues; and  

 The budget for Capital Investments increased by €1,041,039 as a result of €755,323 carried-

forward revenues, reallocation of €7,400 from Goods and Services to Capital Investments, 

increased donor grants by €271,843 and borrowing €6,472.   
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Issue B1 – Misclassification of expenditures  

Finding  Administrative Instruction no.19/2009 on Chart of Accounts, Articles 8.1 

and 8.3 set forth the purpose and structure of the chart of accounts as well as 

the method of classification of expenditures under adequate economic codes 

and categories.  

 As mentioned in the Emphasis of Matter paragraph, the Municipality 

has paid from and recorded expenditures of €551,242 under inadequate 

economic categories. €246,119 were paid from Goods and Services, 

€16,868 from Subsidies, and €288,255 from Capital Investments. These 

payments were made by Treasury based on court/enforcement 

decisions and relate to the compensation of jubilee and accompanying 

salaries upon retirement of employees. Moreover, €22,190 were paid for 

goods and services from Capital Investments.  as well as to debts to 

suppliers. These payments were made by Treasury based on court 

decisions and relate to debts to different suppliers.  

This happened because there were not funds approved in the Law on 

Budget to pay them under adequate category. The Municipality has given 

proper explanations in the financial statements regarding these 

misclassifications and made efforts to avoid court decisions considering that 

a portion of jubilee/accompanying salaries in 2019 were paid from the 

category of Wages and Salaries.  

The Municipality made payments from inadequate economic categories 

through improper planning such as:  

 €51,340 were paid from Goods and Services for Subsidies and Transfers. 

Payments related to funeral expenses;   

 €13,444 were paid from Goods and Services for capital expenses. 

Expenditures related to the contract on Rehabilitation of Library Hall 

and Supply with Inventory for the Library – Fehmi Lladrovci.  

 €36,406 were paid from Capital Investments for goods and services. 

Expenditures related to: €34,956 paid for the contract on Schools 

Inventory, and €1,450 for the contract on Purchase of Technology 

Equipment. In addition, €6,811 were paid from Capital Investments for 

subsidies in agriculture.  

This occurred as a result of poor budget planning by the Municipality and 

its approval by MoF and Assembly of the Republic of Kosovo.  
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Impact Misclassification of expenditures results in unfair presentation of 

expenditures in the AFS, thus leading to misunderstanding of 

Municipality’s financial activities. 

Recommendation B1 The Mayor should ensure that all actions on planning expenditures under 

adequate budget allocations are taken (or reallocate funds when necessary 

and feasible) and that payments and recording of expenditures are strictly 

made under adequate economic codes. 

2.1.1  Revenues  

Total revenues generated by the Municipality in 2019 totalled to €1,108,521, or around 15% more 

than the previous year. These relate to revenues from property tax, construction permits, 

concessions, business activities,  rent, and  administrative fees etc. The municipality also had 

revenues collected from other institutions on behalf of the municipality as follows: traffic fines 

€480,525, and court fines €26,895. The municipality also received donations in the amount of 

€269,564. 

Table 3. Revenues (in €) 

Description 
Initial 

Budget  
Final 

Budget 
2019 

Receipts  
% of 2019 

Receipts  
2018 

Receipts 
2017 

Receipts 

Revenues   1,313,535  1,313,535  1,108,521               84  1,305,375  1,073,197  

Tax revenues     333,941     333,941     511,163             153     468,693     390,186  

Non-tax revenues     979,594     979,594     597,358               61     836,682     683,011  

We tested 22 samples of €286,374 as part of substantive testing and 9 samples as part of 

compliance testing.   

2.1.2 Wages and Salaries 

The final budget for wages and salaries was €8,423,505, of which €8,150,885 was spent. The 

approved number of employees by budget was 1325, whereas by the end of the year the number 

of employees was 1308. During 2019, there were hired 95 new employees. We tested 54 samples of  

€23,119 as part of substantive testing and 10 samples as part of compliance testing.    
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Issue B2 – Shortcomings in recruitment procedures   

Finding  Law no. 03/L-212 on Labour, Article 8, stipulates, inter alia, that: The 

employer at public sector, shall be obliged to announce public competition 

every time when it employs an employee and establishes an employment 

relationship. In addition, the competition must be equal for all aspirant 

candidates, without any kind of discrimination.  

The public announcement dated 07.11.2019 for the recruitment of one 

Elementary Teacher in Bajram Curri School in Nekoc, we found the 

following shortcomings:  

 The candidate, who was awarded the contract, managed to get sufficient 

points for passing the required threshold of 50% just because he was 

over-scored by the Commission in the written test, whilst the other 

candidates underscored in of some the questions. Moreover, he did not 

have the work experience as required in the public competition; and 

some of the documents of the evaluation commission were not signed by 

the chairman of the evaluation commission.  

This was as a result of the Commission not adhering to the legal 

requirements and public competition criteria and unfair scoring of all 

candidates that participated in the competition. In regard to the scoring of 

the written test, the Evaluation Commission provided the reasoning that 

candidates had in some cases been urged in order get motived and to be 

given the opportunity of an interview.  

Impact Hiring of staff having not met the public announcement criteria and unfair 

scoring of candidates represents non-adherence to the competition and 

equal treatment principle, which may result in hiring of staff under 

unmeritorious basis.   

Recommendation B2 The Mayor should ensure that legal requirements for staff recruitment 

process are strictly applied, in order to allow for equal treatment of 

candidates, therefore hiring qualified and experienced candidates based on 

their success in test and interview.  

2.1.3      Goods and Services  

The final budget for Goods and Services in 2019 (including utilities) was €1,808,777, of which 

€1,694,167 were spent. Those are mainly related to contracting services, utilities, various office 

supplies, maintenance of facilities and equipment, etc. We tested 36 samples of €224,136 as part of 

substantive testing and five samples as part of compliance testing.   
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Issue A1 – Weaknesses in procurement planning process   

Finding  Pursuant to Article 5.3 of ROGPP, procurement planning is a process 

undertaken by CAs to plan purchasing activities for a 12 months period of 

time. A proper planning eliminates the necessity of emergency 

procurements; aggregates the request from the requesting units and reduces 

procurement costs; and avoids splitting up of similar procurement requests.  

During 2019, the Municipality conducted three similar procurement 

procedures for Supply with Food and Beverages for QEAB Ardhmëria. As a 

result, three contract5 in the total of €26,060 were entered into. Whilst for 

this procurement activity, the Municipality has foreseen an activity of 

€10,000 in the procurement planning for 2019.  

This situation was as a result of requesting units’ incorrect planning in the 

first contract, which was entered into for a three-year period. As a result, the 

Municipality was obliged to sign an annex contract under the negotiated 

procedures without publication of Contract Award Notification. Moreover, 

the third contract was entered into for the Nursery needs for supply with 

food and beverages over a one-year period.     

Impact Improper procurement planning may result in emergency procurements, or 

exceptions, as well as in splitting up of similar procurement requests  thus 

leading to failure achieve value for money.  

Recommendation A1 The Mayor should ensure that requesting units make accurate assessment of 

needs for annual supplies and that, in cooperation with procurement 

department, a proper procurement planning is conducted in compliance 

with statutory requirements.  

2.1.4 Subsidies and Transfers  

The final budget for Subsidies and Transfers was €255,202, out of which €245,479 were spent in 

2019. They are granted to public and non-public entities and mainly relate to support to 

Agriculture, Culture, Sports and other activities within the Municipality. We have tested six 

samples of €41,177 as part of substantive testing, and six samples as part of compliance testing.   

 

                                                      
5 The first contract of €7,452 dated 25.03.2019 (due as of 30.06.2019); Annex contract of €700 dated 20.06.2019; and the last 

contract €17,907 dated 22.07.2019, for a period of one year.  
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2.1.5 Capital Investments 

The final budget for Capital Investments was €5,652,635, out of which €4,543,963 were spent in 

2019. Those mainly relate to construction and repair of road infrastructure, water supply and 

sewerage, construction of schools and parks, expropriations, purchase of equipment and various 

capital improvements. We have tested 90 samples of €2,244,285 as part of substantive testing, and 

five samples as part of compliance testing.   

 

Issue B3 – Lack of Executive projects   

Finding  Article 20, paragraph 10, of the Rules and Operational Guidelines for Public 

Procurement (ROGPP) stipulates that Technical Specifications for works 

contracts shall include, as a substantial part of it, an Executive Project.  

We have found that the Municipality had not prepared the Executive 

Projects for 23 works contracts. Instead, they conducted the procurement 

procedures based on the prepared bill-of-quantitates and cost estimates 

only. Executive projects were mainly lacking for construction of sewerage, 

roads, and other infrastructure. The Municipality had already entered into a 

contract with one EO for the development of projects, but it was not happy 

with the quality of projects received. Therefore, procurement procedures 

were conducted based on bill-of-quantitates and cost estimates only.     

Impact Lack of executive projects and initiation of procedures for capital projects 

based on bill-of-quantitates and cost estimates only increases the risk that 

various obstacles may arise in terms of professionalism, execution of works,  

and that project costs may increase.  

Recommendation B3 The Mayor should ensure that clear specifications and terms are prepared 

for all procurement activities in order to provide for economy, effectiveness 

and efficiency of purchases made. Moreover, all works-related procedures 

should not be initiated unless clear specifications are provided in the 

executive project.  
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Issue A2 - Shortcoming in procurement procedures 

Finding  Article 56, paragraph 3, of LPP stipulates that a tenderer, in the case of open 

procedures, or a candidate, in the case of restricted procedures and 

negotiated procedures after the publication of a contract notice, shall not be 

disqualified, excluded or eliminated from such procedures on the basis of 

any requirement or criterion not specified in the contract notice and the 

tender dossier. Article 39 of ROGPP stipulates that to facilitate the 

examination, evaluation and comparison of tenders, the CA may ask each 

tenderer individually for clarification of his/her tender in order to obtain 

information or documents missing in the application/tender.  

Based on the opening minutes in the procurement activity Construction of 

Road Vuqak - Tërdec (three year project), which has resulted in a contract of 

€328,641, we have identified that the cheapest bid price was €310,110. 

However, this bid was eliminated due to the reasons given in the 

Standard Letter for the Eliminated Tenderer, which were related to lack of 

documentation6 for the said tender. However, all these documents were 

neither required in the tender dossier/contract award notice nor requested 

during the tender evaluation through tender clarifications.  

This was as a result of lack of knowledge on statutory requirements for 

examination, evaluation and comparison of tenders.  

Impact Failure to comply with statutory requirements for examination, evaluation 

and comparison of tenders has led to elimination of the cheapest tender 

without having exhausted all possibilities to ensure that it was eliminated 

on sufficient grounds.  

Recommendation A2 The Mayor should ensure that the staff assigned in managing procurement 

procedures are acquainted with statutory requirements on public 

procurement controls over all  stages is applied.  

Issue A3 – Payments made for unfinished works  

Finding  The Financial Rule no.01/2013 on Spending of Public Funds, Article 22 to 

26, stipulate, inter alia, that initially goods/supplies should be received and 

payments should be made afterwards.  

                                                      
6 Missing documents mentioned in SLET are: dynamic plan; VAT certificate and fiscal number;  business certificate and 

fiscal number  for Asphalt Agreement; stamped and signed list of staff. However, the dynamic plan was not required 
in the tender dossier/contract notice, whilst in regard to the others, a tender clarification could have been requested. 
Regarding the last one, the EO indeed submitted the unsigned and unstamped list of staff, but it also submitted the list 
of staff issued by TAK which needs not to be signed.  
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In the Contract dated 27.12.2019 on Construction of Wastewater Collectors 

in Drenas Municipality, LOT 1 in the amount of €229,120, we found that the 

payment of €132,090€ (57% of contract value) for supply of pipes under 

items 6.1: 6.1.1; 6.1.2 and 6.1.3 was made shortly after three days of signing 

of the contract. According to reports from the contract manager and 

supervisory body, pipes were only supplied and not installed as foreseen in 

item 6.1 of the bill-of-quantities. However, based on the obtained evidence 

(photos of pipes and statement of the EO) we have confirmed that pipes 

were not supplied either.  

According to municipal officers, payments were made to prevent funds 

from being classified as underspending. It should be noted that by the time 

of our audit (early July 2020), this project was in the technical acceptance 

process.  

Impact Weaknesses in acceptance of works/supplies by the contract manager and 

supervisory body leads to execution of payments for unfinished works, thus 

resulting in damages to budget and misuse of public money.  

Recommendation A3 The Mayor should ensure that contract managers and supervisory bodies 

apply effective controls during contract management and acceptance of 

works/supplies and that payments are not made unless works/supplies are 

delivered.  

Issue A4 – Exceeded items in Public Framework Contract  

Finding  Article 56.10 of ROGPP stipulates, inter alia, that the permitted discrepancy 

+/- 30% applies for both LOTs and items; and if the allowed threshold is 

exceeded, the EO cannot make other orders for the same LOT or item.  

In the Public Framework Contract of €43,333 on Maintenance of Public 

Lightning, we found that contracted quantities in 4 items7 exceeded the 

permitted 30%. This did not affect the total indicative value of the contract. 

Moreover, the framework contract template, included in the Tender Dossier 

for Framework Contracts, was not used for this contract and  the permitted 

discrepancy of +/- 30% was not specified.  

This was as a result of Procurement Office neglect during the management 

of procurement procedures and drafting of contracts.  

                                                      
7 Item 9 = the contracted quantity was 150 whilst it was executed at 279, by 84 over the allowed quantity; Item 10 = the 

contracted quantity was 70, whilst it was executed at 93, by 2 over the allowed quantity; Item 13 = the contracted 
quantity was 2450, whilst it was executed at 3385, by 200 over the allowed quantity; and Item 33 = the contracted 
quantity was 25, whilst it was executed at 121, by 88.5 over the allowed quantity.     
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Impact Weaknesses in supplies exceeding the contracted quantities beyond the 

allowed quantities for some products will have a negative impact on and 

prevent the supply with other necessary products.  

Recommendation A4 The Mayor should ensure that signed contracts set forth precise prices and 

permitted discrepancies and require from responsible officer to refrain from 

exceeding the permitted discrepancies beyond the threshold allowed in the 

public framework contract.  

2.1.6 Common Issues on Goods and Services and Capital Investments  

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

 

Issue B4 – Delayed delivery/execution of supplies/Works  

Finding  Article 2.1 on Contracts and Article 22.6 on Special Conditions require that 

supplies are delivered no later than three days from receiving the order 

from the requesting unit or from the date the purchase order is released.  

In three payments, we found delays in delivery of supplies and that no 

penalties were imposed as stipulated in the contract, such as:   

 Payment of €10,800 for the Contract on Supply with Firewood (oak) for 

the needs of education and health institutions in Drenas, woods were 

delivered with 46 to 62 days in delay as a result of irresponsibility of EO;  

 Payment of €7,561 for the Contract on Supply with Medical 

Consumables and Ampoules, delays was to 10 days as a result of 

inadequate management of supply requests; and  

 Payment of €2,712 for the Contract on Supply with Electrical Materials, 

Toolkits and Varnishes, Sanitary Ware, and Agricultural Items, delivery 

was to 16 days beyond the deadline of 3 days set out in the contract as a 

result of inadequate management of supply requests.  

We also found delays in execution of works in two contracts. Ungrounded 

delays were reported by contracts managers for the following contracts, yet 

no penalties were applied thereon:    

 Contract on Construction of Combustibles Depots in Schools, in the 

amount of €44,918, delays were to 40 days; and  

 Contract on Fences of Sports Fields for Schools, in the amount of 

€57,351,  delays were to 44 days.  
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Impact Delays in the delivery of goods and execution of works may undermine the 

development of operational activities of the municipality, whilst failure to 

apply penalties not only has financial impacts but also reduces the 

responsibility of EO in meeting contracted deadlines. 

Recommendation B4 The Mayor should provide for additional monitoring controls in order to 

ensure that all supplies and works are received according to contracted 

terms and that in cases of ungrounded delays in delivery of goods and 

execution of works penalties are imposed as stipulated in the contract.  

Issue B5 - High procedural costs for payments executed under court decisions  

Finding  Article 39 of LPFMA stipulates that every valid invoice and request for 

payment for goods, services and/or works supplied should be paid within 

thirty (30) calendar days after such an invoice or request for payment is 

received. In addition, Law no.06/L-133 on the Budget of the Republic of 

Kosovo for year 2019 and the Chart of Accounts clearly define that 

expenditures should incur from adequate economic categories.  

We found that Treasury had executed payments of €600,322 based on court 

decisions. This has led to misclassification of expenditures (addressed in the 

audit opinion) as well as to increased expenditures, given that the principal 

debt towards claimants was €416,618 whilst procedural enforcement 

expenditures were €183,704.      

Payments mainly related to the liabilities arising from the collective 

agreement on compensation for three jubilee salaries and three 

accompanying salaries in case of retirement of employees, unpaid debts to 

suppliers as well as for property issues.  

Such payments were due to poor planning and lack of budget from 

respective programs.  

Impact Payments executed directly by Treasury through execution procedures has 

increased the municipal costs and led to misclassification of expenditures. 

Recommendation B5  The Mayor should ensure co-operation with the MoF so that the obligations 

arising from the collective agreement are planned/budgeted and paid in a 

timely manner from the category of Wages and Salaries. The obligations 

should also be paid within deadlines set in the LPFMA.  
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 Issue A5 – Items in the contract changes without prior approval by CAO 

Finding  Article 61.21 of ROGPP stipulates that an amendment to a contract refers to 

a change in the terms and conditions of an awarded contract. Article 61.22 

stipulates that the amendment to the contract shall be prepared by the 

procurement department, whilst Article 61.23 stipulates that this can be 

done after obtaining approval from the CAO.  

We identified 14 contracts8 wherein amendments had been made to 

delivered quantities of some items therefore increasing/decreasing the 

contracted quantity, and in some cases not executing the contracted items at 

all, but without changing the total value of the contract. Prior approval of 

CAO and procurement office had not been obtained for these amendments, 

as required in Articles 61.22 and 61.23 of ROGPP.  

We need to highlight the amendments made to items in three contract:  

 In the contract for Infrastructure in villages Abri e Epërme and Tërdec, 

in the amount of €48,498, changes were made to items for atmospheric 

pipes which were not executed according to the contract. Namely, in the 

first segment Ø315 pipes were installed instead of Ø600 and Ø400 pipes 

as set out in the contract (this added item was not subject to 

procurement procedures). In other two segments Ø400 pipes were 

installed instead of Ø800 and Ø600 pipes. These changes were not 

accepted by the contract manager and the supervisory body, thus the 

items were not paid. However, in the technical acceptance these changes 

were recognised. It should also be noted that the contracted prices for 

pipes and some other items were abnormally low (Ø800 pipe was 

contracted for 10 euro cent, Ø600 and Ø400 pipes were contracted for 

just 1 euro cent);  

                                                      
8 Contracts: Construction of water supply capacity in Kamenica in the amount of €134,282.55; Sewerage in the villages of 

Baica, Krajkove, Shtutica and Verbovc in the amount of €74,601.5; Infrastructure construction (Asphalting and paving) 
in Drenas in the amount of €132,312.1; Construction of the city stadium - Second phase in the amount of €1,750,491.64; 
Asphalting of roads in villages Llapushnik, Poterq and Vukoc in the amount of €128,056.9; Asphalting of roads in 
villages Shtutica, Verbovc, Polluzha, Tërstenik I and Tërstenik II in the amount of €107,359.2; Sewerage in Arllat, 
Negroc, Gjergjice, Llapushnik, Poterq and Vukoc in the amount of €53,074.5; Thermal insulation of school building in 
SHFMU Mehdi Sylejmani – Bytyq in the amount of €12,305; Sewerage in Gllanasella, Godanc, Dobroshevc, old 
Qikatovo, Gradica and Likoshan in the amount of €95,585.3; Sewerage in Municipality of Drenas - second phase in the 
amount of €42,387.55; Emergency Interventions in the amount of €29,096; Cleaning of Illegal Landfills in the amount of 
€12,975; Infrastructure in villages Abri e Epërme and Tërdec in the amount of €48,498; Asphalting of roads in villages 
Poklek i ri, Poklek i Vjetër, Korretice e poshtme and Korretice Epërme,  Zabel i Poshtëm and Zabel i Epërm in the amount of 
€81,300.2.  
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 In the contract Sewerage in Villages Baicë, Krajkovë, Shtuticë and 

Verbovc, in the amount of €74,601, in addition to increased and reduced 

quantities in some of the items, there was another item of €760 added 

(not subject to specific procurement procedure) which was not in the 

contracted bill-of-quantities at all.  

 We have also identified changes in quantities in some items in the 

contract for Asphalting of roads in the villages of Poklek i Ri, Poklek i 

Vjetër, Vasilevë, Korreticë e Poshtme and Korreticë e Epërme, Zabel i 

Poshtëm and Zabel i Epërm, in the amount of €81,300. It should be noted 

that in all segments of roads foreseen to be asphalted through this 

contract, soil works items had been contracted at abnormally low prices 

and the procurement office did not handle it according to the rules for 

abnormally low tenders during tender evaluation procedures. 

Changes needed to be done out of several reasons such as lack of executive 

projects, ownership problems, works specifications, terrain settings where 

works were to be executed, as well as to make projects as more functional as 

possible. Whilst failure to approve these changes was due to projects 

managers’ lack of knowledge on statutory requirements of public 

procurements regarding amendments to contracts.   

Impact Changes to the contracted bill-of-quantities and cost estimates without prior 

approval of the Procurement Office and CAO reveals weaknesses in 

controls exercised by senior management, which may result in failure to 

select the cheapest operator due to implementation of the changed terms of 

contract. Moreover, failure to follow procurement procedures in execution 

of items not previously included  in the contract may lead to inappropriate 

prices and quality.  

Recommendation A5 The Mayor should ensure that every change to the contract terms before or 

during the implementation period is made following the approval of 

Procurement Office and CAO in line with the procedures stipulated in the 

procurement law and rules.  

2.2 Capital and non-capital assets 

The amount of capital assets presented in AFS was €508,301,479, that of non-capital assets is was 

€280,805, and of stock was €3,446. We have tested 85 samples of €2,238,147 as part of substantive 

testing, and  conducted compliance testing of internal procedures for assets management, assets 

stocktaking and evaluation, functioning of e-assets system etc.    
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Issue B6 – Shortcomings in assets accounting register   

Finding  Tests conducted in this area have resulted in the following shortcomings:   

 Article 6.3 of the Regulation no.02/2013 on Management of Non-

Financial Assets requires for capital assets to be recorded in KFMIS, 

whilst non-capital assets and stocks to be recorded in the e-assets 

system. In three cases, payments of €48,197 for purchase of capital and 

non-capital assets were not recorded in the register of non-financial 

assets (of which one9 payment of €11,791 was not recorded in KFMIS 

and two payments10 of €36,406 were not recorded in e-assets); 

 Pursuant to Article 10 of Regulation no.02/2013 all non- financial assets, 

regardless of whether they are paid or partly paid, shall be recorded in 

the accounting registers. In the project for Rehabilitation of Garages for 

Fire Engines, we have identified incorrect recording of assets. Recording 

was made based on total payments made in the amount of €45,991 

instead of the value of executed works in the amount €47.316; and  

 The Municipality has carried out the non-financial assets stocktaking 

process, but comparison of the inventory balance with the balance in 

non- financial registers was not carried out.  

Incorrect recording was mainly due to large amount of works by the 

yearend and inefficient control function.   

Impact Incomplete registers lead to understatement or overstatement of assets 

which may result in untrue presentation of information in financial 

statements. Failure to compare the inventory balance with the balance in 

non- financial registers does not provide assurance on accuracy and 

completeness of assets registers.  

Recommendation B6 The Mayor should ensure that all municipal assets are identified and 

correctly recorded in respective registers of municipal assets. In addition, he 

should ensure that comparison of the inventory balance with the balance in 

non- financial registers is carried out in order to have information on assets 

correctly disclosed in the AFS.  

                                                      
9 The amount of €11,791 for Asphalting of Roads in Komoran and Korreticë e ulët according to the contract and annex 

contract of  
10 The amount of €34,956 for Supply with School Inventory and €1,450 for IT equipment  
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2.3 Receivables 

The Municipality disclosed in the 2019 AFS receivables in amount of €3,149,466. This is made of 

receivable from property tax, business tax, rent, construction and terrace permits.   

 

Issue C1 – Low collection of accounts receivable   

Finding  Article 29 of the Law no.06/L-005 on Immovable Property Tax stipulates 

that if after one hundred and eighty (180) calendar days from the last day 

for payment and final warning to taxpayer, the payment has not been made 

yet, the Municipality shall take a decision on execution of outstanding tax 

liabilities over three hundred (300) Euros. The authority that has taken this 

decision, according to paragraph 7 of Article 29, shall require from the 

competent enforcement authority to enforce the decision and collect the 

outstanding tax liabilities in accordance with the applicable legislation on 

enforcement procedures. Meanwhile, municipal Regulation no. 030-19516 

on taxes, fees, charges, and fines, Article 6 stipulates that should the tax 

payment not be made, Municipality shall act under statutory provisions by 

closing businesses and initiate court proceedings before the competent 

court. Regardless of the downward trend in accounts receivable, compared 

to last year, their collection was not effectively managed in 2019 either.  

Out of 28 tested property tax samples of €165,489, we found considerable 

delays in their collection. These debts date back from 2003 onwards.  

Despite warnings to taxpayers whose debts exceed €1,000, suspension of 

municipal services delivery, and debt settlement agreements signed 

between taxpayers and Municipality, there is still a considerable number of 

debts the collection of which requires additional actions.  

 Out of 27 tested business tax samples of €403,132, we concluded that 

most of them were old debts, some of which for inactive businesses, and 

that tax programme was poorly managed over the years. Municipality 

has not operationalised the new software for the management of 

business tax revenues/accounts receivable.   

 While some of the accounts are managed through integrated systems 

(property tax, business tax) other accounts are managed in Excel 

spreadsheets which do not provide assurance on the accuracy and 

completeness of data presented therein.  

Findings presented above are as a result of Municipality’s failure to take all 

possible and sufficient actions to collect revenues from debts presented in 

accounts receivable.  
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Impact Lack of concrete actions for the collection of receivables results in the 

increase of these accounts, leads the Municipality to the risk of financial loss 

and undermines implementation of municipal projects funded by OSR. Lack 

of operational software/database undermines the accuracy and 

completeness of information on receivables and their disclosure in the AFS.  

Recommendation C1 The Mayor should provide for greater efficiency in the collection of accounts 

receivables. Development and application of programs and clear procedures 

on how to manage and collect them would of great benefit in this regard.  

2.4 Liabilities  

2.5.1 Outstanding liabilities  

The statement of liabilities to suppliers by the end of 2019 was €70,213. These liabilities are carried 

forward to be paid in 2020. We tested five samples of €14,545 as part of substantive testing and 12 

samples as part of compliance testing.  

2.5.2 Contingent liabilities  

The statement of contingent liabilities at the end of 2019 was €225,949. We tested five samples of 

€152,472 in this category.  
 

Issue A6 – Overstatement of contingent liabilities    

Finding  Article 18 of MoF Regulation no.01/2017 on Annual Financial Statements Of 

Budget Organizations stipulates that budgetary organizations shall report 

all contingent liabilities in accordance with LPFMA.  

While testing contingent liabilities, we found that the amount of €34,167 was 

included twice in the list of contingent liabilities, therefore overstating them.  

This was as a result of poor communication between the finance office and 

legal office.  

Impact Overstatement of contingent liabilities has affected the accuracy of 

contingent liabilities presented in the AFS.   

Recommendation A6 The Mayor should ensure that finance office and legal office cooperate 

systematically in order to provide for complete and accurate disclosure of 

contingent liabilities.  
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2.5.3 Contractual liabilities  

According to the data obtained, from the Municipality, the balance of contractual liabilities as of 

31.12.2020 was €2,394,064. 

2.5 Internal audit function 

The Internal Audit Unit (IAU) operates with two staff members – the head and one auditor. In 

addition to the strategic plan, IAU has drafted the annual work plan, which included seven (7) 

audits. All planned audits were completed, as well as another one upon Mayor’s request. The 

number of recommendations made in the audit reports was 48, of which 30 were implemented, 6 

were in process of implementation and 12 were not implemented. 

The audits focused on procurement, assets, expenditures/payment processes, property tax, wage 

and salary system, and subsidies. The audit mainly covered year 2019. 

The Audit Committee was fully functional and held five (5) meetings where discussion were 

mainly related to IAU reports.  

 

Issue A7 – Failure to complete IAU with sufficient staff    

Finding  Article 5.1.1 of Regulation no.01/2019 on the Establishment of Internal 

Audit Unit stipulates that each public sector entity with a budget over €7 

million should have at least three internal auditors hired. IAU in Gllogoc 

Municipality consisted of the Director and one auditor.  

Impact Failure to complete IAU with sufficient staff may lead to the risk that it 

might not be able to cover all risk areas and that the management will not be 

able to make timely decisions for preventing potential errors.    

Recommendation A7 The Mayor should ensure that the budget required for these positions is 

timely planned and that IAU is completed with sufficient staff according to 

the applicable legislation.  

3 Progress in Implementing Recommendations  

Our audit report on the AFS of the Gllogoc Municipality for 2018 has resulted in 15 

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

will be implemented. The Municipality has also prepared a periodic report on the implementation 

of recommendations (30 September), but it did not prepare the period report which should have 

been submitted as of 30th of March 2020 according to the requirements of the Rules of Procedure 

for the implementation of the audit and action plans.  
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However, the municipal officials’ assertions regarding implementation of recommendations are 

not fully consistent with the situation found by audit. According to the assessments of the 

Municipality in the report on the implementation of recommendations, 12 recommendations are 

implemented, and 3 are in the process of implementation; whilst we have assessed that by the end 

of our audit 2019, 5 recommendations have been implemented, 1 was in process of 

implementation, 6 were not implemented and 3 were closed. For a more thorough description of 

the recommendations and how they are addressed, see Table 4.  

Table 4 Summary of  prior year recommendations and of 2018 

N
o 

Audit 
area 

Recommendations  of 2018  Actions 
undertaken  

Status 

1 AFS The Mayor should ensure that actions are 
taken to address the reasons for Emphasis of 
Matter in the Audit Opinion. Concrete 
actions should be taken to eliminate errors in 
expenditures planning/budgeting and their 
classification. Also, information regarding 
disclosure of assets should be complete for 
the purpose of their accurate presentation in 
the AFS 

Same 
misclassificati
ons were 
found this 
year as well. 
We also 
found 
unrecorded 
assets. 
Respective 
recommendat
ions have 
been given. 

Closed    

2 Budget 
planning 
and 
execution 

The Mayor should ensure that expenditure 
planning is made in accordance with the 
budget law and economic codes set out 
according to the chart of accounts by 
category 

Situation is 
the same this 
year as well. 

Unimplemented  

Ref.B1 

3 Wages 
and 
Salaries  

The Mayor should ensure that he has 
appointed professional commissions in the 
recruitment process so that during the 
evaluation process the criteria required in the 
evaluation process are thoroughly respected 
in order to ensure that only meritorious 
candidates are selected for the job positions 

Situation is 
the same this 
year as well. 

Unimplemented  

Ref.B2 

4 Wages 
and 
Salaries 

The Mayor should ensure that engagement 
under SSA is done only for specific work and 
contracts do not last longer than the foreseen 
legal deadline. Also, actions need to be taken 
that needs for regular positions are 
addressed in the MoF during budget 
planning and ensure that they are budgeted 
and paid from the category of wages and 
salaries 

Progress was 
made in this 
regard. Due 
to low 
significance, 
recommendat
ion was given 
in the 
management 
letter.  

Closed 
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5 Goods 
and 
Services 

The Mayor should ensure enhanced controls 
upon the receipt of the proposal for 
enforcement, in cases when there are 
disagreements, the case should be processed 
with the court, and at the same time, the 
Mayor should ensure that the necessary 
procurement procedures are used for all 
cases of work performance and all 
documents should be recorded without 
exception. 

We did not 
find such 
cases this 
year.  

Implemented  

6 Goods 
and 
Services 

The Mayor should ensure enhanced 
monitoring controls so that all goods and 
services are accepted under contractual 
terms, and upon the delays in the delivery of 
goods and services, the penalties defined in 
the contract should be applied. 

Situation is 
the same this 
year as well. 
We identified 
three cases of 
delayed 
supplies and 
two cases of 
works 
contracts.  

Unimplemented  

Ref.B5 

7 Goods 
and 
Services 

The Mayor should ensure that the 
requirements set out in the tender dossier are 
respected so that only the operators who 
meet all the conditions will be awarded with 
the contract. It should also be ensured that 
the segregation of duties and responsibilities 
in procurement activities prevents the 
possibility of conflict of interest. 

We did not 
find such 
cases this 
year. 

Implemented 

8 Subsidies 
and 
Transfers 

The Mayor should ensure that the subsidy is 
done in full accordance with the Subsidy 
Regulation and any deviations from this 
Regulation should be analysed and errors 
corrected. Arrangements should be drafted 
before allocating the funds to the beneficiary, 
and monitoring controls should be increased 
after the distribution of subsidies 

We did not 
find such 
cases this 
year. 

Implemented 

9 Capital 
Investme
nts 

The Mayor should ensure that the terms of 
the contract are applied, and the processing 
of the purchase order is made only after the 
contract has been signed. 

We did not 
find such 
cases this 
year. 

Implemented 

10 Capital 
Investme
nts 

The Mayor should strengthen controls to 
ensure that executive projects under OGPP 
are drafted for the preparation of technical 
specifications for work contracts. 
Procurement processes for execution projects 
should be carried out in the beginning in 
order to precede the procurement initiation 
of other work projects. 

Situation is 
the same this 
year as well. 

Unimplemented  

Ref.B3 
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11 Common 
Issues on 
G&S and 
CI 

The Mayor should ensure co-operation with 
MoF so that the obligations arising from the 
collective agreement are planned/budgeted 
and paid in a timely manner from the 
category of wages and salaries. Liabilities 
should also be paid within the prescribed 
deadline under the LPFMA, to avoid 
payments under enforcement decisions and 
with higher costs 

Situation is 
the same this 
year as well. 
We found 
cases of 
misclassificati
ons from 
court 
decisions  

Unimplemented  

Ref.B4 

12 Assets 
managem
ent  

The Mayor should ensure that the asset 
registry is updated with all relevant 
information so that all assets of the 
Municipality are correctly identified and 
recorded in the respective asset records, by 
not understating the assets in the AFS, as 
well as ensuring the recording of non-capital 
assets in the E-asset system. 

Situation is 
the same this 
year as well. 

Unimplemented  

Ref.B6 

13 Receivabl
es 

The Mayor should ensure greater efficiency 
in the collection of receivables by providing 
clear procedures on their management and 
collection. Possessing a plan and operating 
programme, and legal actions through 
enforcement agents will increase the level of 
debt collection. 

Actions were 
taken 
compared to 
last year. 
Over/under 
statements of 
balances and 
low collection 
remain the 
same   

In process of 
implementation 
Ref.C1 

14 Liabilities  The Mayor should ensure effective 
communication between the Directorates to 
enable full reporting of obligations as 
required by Financial Rule 02/2013. In 
addition, controls should be provided in the 
execution of payments to eliminate delays in 
payment of invoices 

We did not 
find such 
cases this 
year. 

Implemented 

15 Managem
ent 
reporting  

The Mayor should ensure the establishment 
of effective risk management processes in the 
relevant sectors of the organisation to ensure 
that a form of financial and operational 
reporting is provided to the senior 
management, which is required to support 
effective management of the activity. 

 

 

 

 

 

Situation is 
the same this 
year as well. 

Closed 
unimplemented  
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N
o 

Audit 

area 

Recommendations of 2019 

 

1 Budget 

Planning 

and 

Execution 

The Mayor should ensure that all actions on planning expenditures under 

adequate budget allocations are taken (or reallocate funds when necessary and 

feasible) and that payments and recording of expenditures are strictly made 

under adequate economic codes 

2 Wages 

and 

Salaries 

The Mayor should ensure that legal requirements for staff recruitment process 

are strictly applied, in order to allow for equal treatment of candidates, therefore 

hiring qualified and experienced candidates based on their success in test and 

interview 

3 Goods 

and 

Services 

The Mayor should ensure that requesting units make accurate assessment of 

needs for annual supplies and that, in cooperation with procurement 

department, a proper procurement planning is conducted in compliance with 

statutory requirements.  

4 Capital 

Investme

nts 

The Mayor should ensure that clear specifications and terms are prepared for all 

procurement activities in order to provide for economy, effectiveness and 

efficiency of purchases made. Moreover, all works-related procedures should not 

be initiated unless clear specifications are provided in the executive project. 

5 Capital 
Investme
nts 

The Mayor should ensure that the staff assigned in managing procurement 
procedures are acquainted with statutory requirements on public procurement 
controls over all  stages is applied. 

6 Capital 
Investme
nts 

The Mayor should ensure that contract managers and supervisory bodies apply 
effective controls during contract management and acceptance of 
works/supplies and that payments are not made unless works/supplies are 
delivered. 

7 Capital 
Investme
nts 

The Mayor should ensure that signed contracts set forth precise prices and 
permitted discrepancies and require from responsible officer to refrain from 
exceeding the permitted discrepancies beyond the threshold allowed in the 
public framework contract. 

8 Common 
Issues on 
G&S and 
CI 

The Mayor should provide for additional monitoring controls in order to ensure 
that all supplies and works are received according to contracted terms and that 
in cases of ungrounded delays in delivery of goods and execution of works 
penalties are imposed as stipulated in the contract. 

9 Common 
Issues on 
G&S and 
CI 

The Mayor should ensure co-operation with the MoF so that the obligations 
arising from the collective agreement are planned/budgeted and paid in a timely 
manner from the category of Wages and Salaries. The obligations should also be 
paid within deadlines set in the LPFMA.  

10 Common 
Issues on 
G&S and 
CI 

The Mayor should ensure that every change to the contract terms before or 
during the implementation period is made following the approval of 
Procurement Office and CAO in line with the procedures stipulated in the 
procurement law and rules.  
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11 Capital 
and non-
capital 
assets  

The Mayor should ensure that all municipal assets are identified and correctly 
recorded in respective registers of municipal assets. In addition, he should 
ensure that comparison of the inventory balance with the balance in non- 
financial registers is carried out in order to have information on assets correctly 
disclosed in the AFS 

12 Receivabl
es 

The Mayor should provide for greater efficiency in the collection of accounts 
receivables. Development and application of programs and clear procedures on 
how to manage and collect them would of great benefit in this regard 

13 Continge
nt 
liabilities 

The Mayor should ensure that finance office and legal office cooperate 
systematically in order to provide for complete and accurate disclosure of 
contingent liabilities.  

14 Internal 
audit 
function 

The Mayor should ensure that the budget required for these positions is timely 
planned and that IAU is completed with sufficient staff according to the 
applicable legislation.  
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Annex I: Explanation of the Different Types of Opinion 

Applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

147. The auditor should express an unmodified opinion if it is concluded that the financial 
statements are prepared, in all material respects, in accordance with the applicable financial 
framework.  

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

disclaimer of opinion. 

Determining the type of modification to the auditor’s opinion  

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

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

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

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

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

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

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

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

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

both material and pervasive to the financial statements. 

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

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

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

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

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

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

that management remove the limitation.  

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

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

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

responsibility. It also includes illustrative examples of reports.  

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

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

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

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

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

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

refer to information presented or disclosed in the financial statements. 

158. An Emphasis of Matter paragraph should:  

 be included immediately after the opinion;  

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

 include a clear reference to the matter being emphasised and indicate where the relevant 
disclosures that fully describe the matter can be found in the financial statements; and  

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

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

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

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

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

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

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

 

 

 


