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To: Imri Ahmeti, Mayor   
Address: Rr. Shqipëria nr: 28, Lipjan, Republika e Kosovës 

1 Audit Opinion   

We have completed the audit of the financial statements of Lipjan Municipality for the year ended 

on 31 December 2020 in accordance with the Law on the National Audit Office of the Republic of 

Kosovo and International Standards of Supreme Audit Institutions (ISSAIs). The audit was mainly 

conducted to enable us to express an opinion the financial statements and conclusion on compliance 

with authorities1. 

Unmodified opinion on annual financial statements 

We have audited the annual financial statements of Lipjan Municipality (LM) which comprise the 

statement of cash receipts and payments; budget execution report; and explanatory notes to 

financial statements, including a summary of significant accounting policies and other reports2, for 

the year ended as at 31 December 2020. 

In our opinion, the annual financial statements of Lipjan Municipality give a true and fair view in all 

material respects, in accordance with International Public Sector Accounting Standards under cash-

based accounting. 

Basis for Opinion 

We conducted our audit 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 Financial Statements section of our report. NAO is independent 

from the auditee in accordance with INTOSAI-P-10, ISSAI 130, NAO Code of Ethics, and other 

requirements relevant to our audit of the budget organisations’ AFS.  We believe that the audit 

evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Audit Conclusion on compliance  

We have also audited Lipjan Municipality’s management compliance with the established audit 

criteria arising from the legislation applicable for the auditee as regards making use of financial 

resources. 

In our conclusion, transactions carried out in the process of Lipjan Municipality’s budget execution 

have been, in all material respects, in compliance with the established audit criteria arising from the 

legislation applicable for the auditee as regards making use of financial resources.  

                                                      
1 Compliance with authorities – compliance with all the public sector laws, rules, regulations, and relevant standards and 

good practices 
2 Other reports are required under Article 8 of Regulation no.01/2017 on Annual Financial Report 
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Basis for Conclusion 

A1 Expenditures of €62,634 dedicated for the management of the situation created by Covid-19 

have incurred for paying other liabilities based on signed contracts;  

C1 The Municipality has developed procurement procedures which were not included in the 

procurement plan and without sending prior notice to CPA.       

For more details see sub-chapter 2.1. Issues with impact on compliance conclusion  

We conducted our audit 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 Financial Statements section of our report. NAO is independent 

from the auditee in accordance with INTOSAI-P-10, ISSAI 130, NAO Code of Ethics, and other 

requirements relevant to our audit of the budget organisations’ AFS.  We believe that the audit 

evidence we have obtained is sufficient and appropriate to provide a basis for our conclusion. 

Emphasis of matter  

1. For your attention, we would like to emphasize the fact that the Municipality paid €329,870 from 

the categories of Goods and Services and Capital Investments, based on court decisions, for 

compensation of jubilee salaries, ancillary salaries, and other costs of court proceedings.  

The Municipality has also paid €41,887 from the category of Capital Investments as a result of 

erroneous spending, although these payments were planned under the appropriate category of 

Goods and Services. 

Payments made from inadequate categories led to overstatement of the categories of Goods 

and Services and Capital Investments and understatement of the categories of Wages and 

Salaries and Goods and Services for the same amount. 

This was due to the lack of budget funds, which in the case of budget appropriations by the 

Government, i.e. Ministry of Finance, the salary liabilities based on court decisions were not 

considered as current liabilities during the year, and consequently, no contingent fund was 

allocated for their compensation. Treasury had executed payments from funds that were 

allocated for other categories. 

 

As this problem is quite widespread in other organizations as well, it will be addressed in more details 

in the Audit Report of the Government Financial Statements, which will provide relevant 

recommendations for long-term solutions.  

Responsibilities of Management and Those Charged with Governance for the Annual 

Financial Statements 

Mayor of Lipjan is responsible for the preparation and fair presentation of financial statements in 

accordance with the International Public Sector Accounting Standards – Financial reporting under 

the cash basis of accounting. In addition, the Mayor is responsible for establishing internal controls 

which he determines are necessary to enable the preparation of financial statements that are free 

from material misstatements, whether due to fraud or error. This includes the fulfilment of 
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requirements of the Law no.03/L-048 on Public Finance Management and Accountability and 

Regulation no.01/2017 on Annual Financial Reporting of Budget Organisations.       

Mayor of Lipjan is responsible to ensure the oversight of the Municipality’s financial reporting 

process. 

Management’s Responsibility for Compliance 

Lipjan Municipality’s management is also responsible for the use of Lipjan Municipality’s financial 

resources in compliance with the Law on Public Financial Management and Accountability, and all 

other applicable rules and regulations.3 

Auditor General’s Responsibility for the audit of AFS  

Our objectives are to obtain reasonable assurance about whether the financial statements as a 

whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 

report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a 

guarantee that an audit conducted in accordance with ISSAIs will always detect a material 

misstatement when it exists. Misstatements can arise from fraud or error and are considered material 

if, individually or in the aggregate, they could reasonably be expected to influence the economic 

decisions of users taken on the basis of these financial statements. 

Our objective is also to express an audit opinion on compliance of respective Lipjan Municipality’s 

authorities with the established audit criteria arising from the applicable legislation as regards 

making use of financial resources of the audited organisation. 

As part of an audit in accordance with the Law on NAO and ISSAIs, we exercise professional 

judgment and maintain professional scepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the financial statements, whether 

due to fraud or error, design and perform audit procedures responsive to those risks, and 

obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The 

risk of not detecting a material misstatement resulting from fraud is higher than for one 

resulting from error, as fraud may involve collusion, forgery, intentional omissions, 

misrepresentations, or the override of internal control. 

 Identify and assess the risks of non-compliance with authorities, whether due to fraud or 

error, design and perform audit procedures responsive to those risks, and obtain audit 

evidence that is sufficient and appropriate to provide a basis for our opinion on compliance 

with authorities. The risk of not detecting an incidence of non-compliance with authorities 

resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, 

forgery, intentional omissions, misrepresentations, or the override of internal control. 

 Obtain an understanding of internal control relevant to the audit in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of expressing 

an opinion on the effectiveness of the Lipjan Municipality’s internal control. 

 Assess the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by management. 

                                                      
3 Collectively referred to as compliance with authorities 
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 Assess the overall presentation, structure and content of the financial statements, including 

the disclosures, and whether the financial statements give a true and fair view of the 

underlying transactions and events. 

We communicate with management and those charged with governance regarding, among other 

matters, the planned scope and timing of the audit and significant audit findings, including any 

significant deficiencies in internal control that we identify during our audit. 

From the matters communicated with management, we determine those matters that were of most 

significance in the audit of the financial statements of the current period and are therefore the key 

audit matters. 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 Findings and recommendations  

During the audit, we have identified areas of possible improvement, including internal control, that 

are presented for your consideration below in the form of findings (as shown in Graphic 1 below) 

and recommendations. These finding and recommendations are intended to make necessary 

adjustment to the financial information presented in the financial statements, including disclosures 

in the notes, and improve internal controls relevant to financial reporting and compliance with 

authorities in connection to the management of public sector funds. We will follow up these 

recommendations during next year’s audit.    

Graphic 1. Type of findings by economic categories4  

 

We have also reviewed the status of prior year’s recommendations and conducted an assessment 

on the extent of their implementation [for details, see Chapter 4]. 

                                                      
4 Issue A and recommendation A – means new issues and recommendations  
  Issue B and recommendation B - means repeated issues and recommendations 
  Issue C and recommendation C - means partly repeated issues and recommendations 
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2.1 Issues with impact on compliance conclusion   

Issue A1– Expenditures non-compliant with Government decisions 

Finding  Pursuant to Government Decision No. 01/23 dated 13.08.2020 and other 

procedures led by the Ministry of Local Government Administration, Kosovo 

municipalities have been supported with 10 million euros to manage the 

situation created due to the Covid-19 pandemic. From this amount, the 

amount of €216,809 were allocated to Lipjan Municipality, as requested to be 

allocated in the program 18163 Public Infrastructure. 

Two of the samples tested from the category of goods and services, payment 

of €50,000 and payment of €12,634, were paid from the category of funds 

dedicated to the management of Covid-19 pandemic situation.  

Payment of €50,000, dated 11.12.2020, related to the contract “Maintenance 

of infrastructure, asphalted roads and pavements in the Lipjan Municipality, 

whilst the payment of €12,634, dated 26.11.2020, related to the contract 

“Paving of fourth category roads with gravel in Lipjan Municipality”. 

Because of the execution of a large number of court decisions from the 

category of Goods and Services, the Municipality lacked funds to pay for other 

obligations based on signed contracts. Because of this, the Municipality paid 

for these expenses from the funds allocated for the pandemic.  

Impact This led to a reduced amount of funds to be spent on the purpose these funds 

were allocated for, and to untrue reporting of data in the financial statements 

on expenditures regarding the management of the Covid-19 pandemic.    

Recommendation A1 The Mayor should ensure that all necessary actions are taken so that 

the payments and expenditures of the Municipality are made according to the 

purpose they have been allocated for and Government decisions. 
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1 - Procurement procedures conducted outside the procurement plan and without 

prior notice to the CPA 

Finding  Pursuant to Article 8 of the Law on Public Procurement (as amended and 

supplemented) the Contracting Authority (CA) must make a procurement 

plan, which identifies in reasonable detail all supplies, services and works that 

CA intends to procure over the course of such fiscal year. Whereas pursuant 

to Article 9, par. 6 of the same Law, it is specified that if the procurement 

activity is not included in the final procurement forecast, the Central 

Procurement Agency (CPA) must be notified at least 5 days before the 

authorization to initiate the concerned procurement activity.  

The Lipjan Municipality, in the final procurement plan, had included a total of 

108 procurement activities for supplies, works, and services, which were 

procured during the fiscal year 2020. However, the report on implemented 

contracts proves that in 2020 were implemented 14 activities that were not 

included in the final procurement plan, of which 8 procurement activities were 

conducted on Covid-19, while 6 others related to capital projects, where the 

amount of these projects was €394,154. This shows that the procurement 

forecast does not include all the needs for supplies, works, and services. 

Furthermore, for activities carried out outside the plan, a copy of the relevant 

statement of needs and determination of availability of funds before initiating 

the relevant procurement activity was not sent to the CPA. 

This occurred due to staff shortages (staff reductions) due to the Covid-19 

pandemic situation. 

Impact Tenders outside the procurement plan and without notifying the CPA may 

lead to inefficient budget spending and reflect in a lack of needs assessment 

and poor demand planning. 

  The Mayor should ensure that necessary measures are taken so that 

the planning of procurement activities will include requests from all units and 

that as few activities as possible are carried out outside the procurement plan. 

Should the need for any activity not included in the procurement plan arise, 

CPA must be notified in advance according to legal requirements. 
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2.2 Findings on financial management and compliance issues  

2.2.1 Goods and services and utilities  

The final budget for Goods and Services, including Utilities for 2020 was €3,452,410, of which 

€2,748,509 were spent. They mainly related to office supplies, supply with equipment, medical 

supplies, other contracting services, utilities, etc. We tested 16 samples of €659,154, as part of 

substantive testing, and 16 samples as part of compliance testing.  

Issue A2 - Weaknesses in the procurement process 

Finding  According to the criteria set in the tender dossier in the conditions for 

participation, the technical and professional capacity was that “The economic 

operator must provide evidence that it has successfully completed contracts 

for similar supplies in the amount of €50,000 in the last 3 (three) years, starting 

from the date of publication of the Contract Notice”, which criterion had to be 

met through the evidence “A list of completed contracts where the contract 

title, contract amount, completion date and beneficiary must be specified and 

the list must be accompanied by references or minutes for the execution of 

supplies. 

In the procurement procedure "Purchase of inventory for SHFMU Haradin 

Bajrami-Magure, PLSE Drita -Rubofc and QEAP Kindergarden", in the file of 

the winning Economic Operator (EO), there were only a "list of contracts" and 

"list of references" for similar executed supplies, but no relevant references 

or minutes of the supply of supplies were attached to these lists, based on the 

requirements of the tender dossier, and which were not requested during the 

evaluation. The amount of the contract of supplies was €32,384. 

According to municipal officials, this occurred due to overload in the 

procurement office that came because of staff shortages due to the Covid-19 

pandemic situation. 

Impact Failure to comply with the tender dossier requirements is contrary to public 

procurement rules and may result in the selection of irresponsible bidders in 

violation of the principle of equal treatment of tenderers. 

Recommendation A2  The Mayor should ensure that requirements set out in the contract 

notice/tender dossier are complied with by the evaluation commissions so that 

only operators which have met all the criteria are awarded with a contract. 
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2.2.2 Subsidies and transfers  

The final budget for Subsidies and Transfers was €628,025 in 2020, of which €592,738 were spent. 

They mainly related to subsidies for agriculture, forestry and rural development, culture, youth and 

sports, health and social care, communities, etc. We tested five (5) samples of €62,542 as part of 

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

Issue A3 - Lacking of evidence to justify expenditures by beneficiaries 

Finding  According to the Contract with the beneficiary of the subsidy, Article 3.2 

regarding the obligations of the beneficiary, the Beneficiary must report to 

Lipjan Municipality, i.e. the Directorate of Culture, Youth and Sports, by 

submitting the documentation according to the project presented in the 

application forms, as follows: a narrative report, financial report on funds 

spent, and copies of invoices. 

The beneficiary of the subsidy FC "Arbëria" Dobrajë e Madhe in the amount 

of (€19,970) and FC "Ulpiana" in Lipjan in the amount of €15,000, submitted 

the reports within the legal deadline, but there was a lack of evidence/invoices 

for the reported expenses. The first beneficiary has not been supported by 

invoices the amount of €5,545, while the second beneficiary lacked invoices 

for the paid amount of €6,834. 

Clarifications from the Municipality are that the officer in charge of monitoring 

the implementation of contracts of sports clubs benefiting from subsidies for 

2020, for medical reasons, has not been at the level of performing the duty. 

Impact Lack of controls in monitoring and reporting on projects financed by the 

Municipality led to the spending of funds for purposes other than those 

presented in the contract, and hence the exposure of irregularities in the 

spending of public funds. 

Recommendation A3  The Mayor should ensure that the officer in charge of monitoring and 

implementation of subsidised projects, implements all control procedures, 

and if the subsidised beneficiaries in their reporting fail to justify the costs 

under the contract, apply the measures specified in the contract. 
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Issue B1 - Lack of an annual NGO financial support plan 

Finding  Pursuant to Regulation MF - No. 04/2017, Article 6 – Providers of financial 

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

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

Kosovo and should send it to respective Office for Good Governance at the 

Office of Prime Minister of the Republic of Kosovo, and Article 26 - each 

provider of public financial support, upon the preparation of annual report, 

shall send it no later than 1st of March. 

Lipjan Municipality, although the Kosovo Budget foresees that during 2020 to 

provide financial support for NGO projects and programs, has not met the 

legal requirement to complete the form of the Annual Financial Support Plan 

and the Annual Report, to send it to OPM-OGG. 

This situation occurred due to negligence on the part of the municipal officer 

in charge of supporting the legal requirements. 

Impact Poor governance arrangements lead to the weakening of the processes in 

order to anticipate in time all the steps that will follow in providing public 

financial support, and in this case, to take all actions to implement the public 

call successfully. They will also make it impossible for NGOs to prepare for 

public calls. 

Recommendation B1  The Mayor should ensure that steps are taken to meet the legal 

requirements for the coming years, to prepare the Annual Plan for Financial 

Support 30 days after the approval of the Budget, the Comprehensive Annual 

Report of public financial support for NGOs, and the data included in the plan 

should correspond to the approved budget. 
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2.2.3 Capital Investments  

The final budget for Capital Investments was €6,285,189 of which €4,836,186 were spent in 2020. 

They related to the construction of facilities, construction of local roads, pavements, investment 

maintenance, design of facilities, etc. We tested 14 samples of €688,631, as part of substantive and 

compliance testing. 

Issue B2 – Invalid performance security and delays in the implementation of works 

Finding  The contracts signed for capital projects set deadlines for the completion of 

works. Whereas under the Rules and Operational Guide for Public 

Procurement, point 30.6 is specified that the performance security shall 

remain valid for a period of thirty (30) days after the completion of the contract.  

The contract signed on 28.12.2020 in the amount of €73,192 for "Fixing of 

Infrastructure (fences, parking lots in schools)", was foreseen to end within 70 

calendar days. However, due to atmospheric conditions, at the request of the 

contract manager, the works started with 55 days delay. The performance 

security was valid until March 2021 and as such, it was not extended until 

May when we audited this contract. 

The contract signed in May 2020 in the amount of €9,424 for "Renovation of 

bathrooms in the school" Shtjefen Gjeqovi in Janjeva", and it was expected to 

be completed within 20 working days, but there were delays in the 

implementation of works for 23 days due to the situation created by Covid-19. 

This occurred due to poor control and monitoring of contracts signed at the 

end of the year for unplanned projects. 

Impact Delays in the implementation of works lead to failure in fulfilment of obligations 

within the deadline according to the dynamic plan and invalid performance 

security, which give rise to possibilities for additional project costs. 

Recommendation B2  The Mayor should ensure that the dynamic plan for the completion of 

works is adhered to by the EO, and the performance security will remain valid 

for a period of thirty (30) days after the completion of the contract in order to 

prevent the risk of any additional costs in case of work delays and other 

damages. 
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2.2.4 Receivables  

In 2020 AFS, the Municipality disclosed accounts receivable of €4,858,527. This amount consists of 

property tax - parcels, business permits, rents, municipal lands, expropriation, market exploitation, 

and taxes. 

2 – Management of accounts receivable 

Finding  Pursuant to Law No. 06/L-005, Article 12, paragraph 2, each Municipality shall 

be responsible for the administration of the property tax process for 

immovable properties located within the territory of the Municipality. Also, 

Article 3 of the Municipal Regulation on Taxes and Fees of 2008, has clearly 

defined the matter of management of taxes from business operation licenses. 

Accounts receivable are invoiced and uncollected amounts for services 

provided by the Municipality to its customers. The majority of the debts are 

from property tax and business permits. Despite the fact that the Municipality 

has taken measures regarding the collection of accounts receivable in 

property tax by sending remarks and final notifications to taxpayers, their 

increase continues from year to year. This increase was also affected by the 

debts of socially owned enterprises privatized by the Privatization Agency of 

Kosovo in the amount of €671,950. It is worth mentioning that during 2020 the 

properties of Graçanica Municipality were transferred to the property tax base 

of this Municipality, which until 2019 were included in the property tax base of 

Lipjan Municipality. 

In addition, debts from business licenses are quite high and carried forward 

since 2013, in the amount of €578,359. During the audit of 5 samples of 

€176,700 from this category, we generally encountered a lack of evidence, 

such as rulings on charges over the years for businesses, evidence of 

payments. In one case, the debt was transferred from one entity to another 

erroneously. As such, these debts are not expected to be collected, as more 

than 7 years have passed since the suspension of taxes for business 

operation licenses. 

Impact The lack of more concrete actions for the collection of receivables leads to an 

increase of these accounts and a risk on the Municipality to suffer financial 

losses and a failure in the implementation of municipal projects financed from 

own source revenues. 

  The Mayor should ensure higher efficiency in the collection of 

receivables, intensifying cooperation with the PAK regarding the obligations 

for SOEs that are under their management, and should take all legal 

measures for handling old debts from business licenses.    
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3 Summary on budget planning and execution  

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

economic categories. This is highlighted in the following tables: 

Table 1. Expenditures by sources of budgetary funds (in €) 

Description 
Initial 

Budget  

Final 

Budget5 

2020 

Outturn 

2019 

Outturn 

2018 

Outturn 

Sources of Funds   18,005,722 19,970,018 17,751,726 15,620,345 14,903,408 

Government Grant -Budget  15,924,803 16,289,499 15,498,441 13,294,779 13,352,789 

Funding through borrowing  0 158,196 144,330 52,756 31,210 

Carried forward from previous year 0 980,932 634,753 726,878 330,177 

Own Source Revenues  2,080,919 2,080,919 1,179,471 1,428,423 1,189,232 

Domestic donations 0 13,808 973 0 0 

External Donations 0 446,663 293,758 117,508 0 

The final budget is higher than the initial budget by €1,964,296. This increase is a result of carried 

forward revenues for €980,932, external and internal donations for €460,471, financing from 

borrowing for €158,196 and an increase of government grant for €364,696. 

In 2020 the Municipality spent 89% of the final budget or €17,751,726, with a decrease of 3% 

compared to 2019. However, budget execution 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  

2020 

Outturn 

2019 

Outturn 

2018 

Outturn 

Spending of funds by  

economic categories 
18,005,722 19,970,018 17,751,726 15,620,345 14,903,408 

Wages and Salaries 9,300,160 9,604,395 9,574,292 9,096,502 9,036,804 

Goods and Services  1,515,000 3,177,867 2,538,030 1,369,749 1,144,788 

Utilities 250,000 274,543 210,479 231,793 210,403 

Subsidies and Transfers 350,000 628,025 592,738 400,221 336,750 

Capital Investments  5,077,293 6,285,189 4,836,186 4,522,080 4,174,662 

Reserves  1,513,269 0 0 0 0 

                                                      
5 Final budget – the budget approved by the Assembly and subsequently adjusted for by the Ministry of Finance 
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Chart 2. Expenditures by economic categories during 2018-2020 

 

Chart 3. Expenditures by economic categories for year 2020 

 

Explanations for changes in budget categories are given below:  

 Despite an increase in the capital expenditures budget during the year, only 77% of the 

budget was spent. The Covid-19 situation led to expenditures being more focused in the last 

quarter, by 60% of the budget outturn for Capital Investments. The Public Investment 

Program includes 94 projects for the current year. Not all projects did meet the requirements 

for capital projects. Therefore, from the category of Capital Investments were paid salaries 

for teachers upon court decisions, as well as supplies and services which by type belong to 

the category of Goods and Services. 

 The increase of the budget for Wages and Salaries by €304,235 and for Goods and Services 

by €1,662,867 is due to the pandemic, salary allowances for health institutions upon the 

Government decision. The increase in the budget for Goods and Services includes funds 
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from the reserve fund, carried forward revenues, donations, and financial support related to 

the management of the situation created by the pandemic upon the Government decision. 

 The budget for the pandemics was €601,162 (WS = 384,353 + GS = €216,810) but in 2020, 

€888,973 were spent. The highest amount of expenditures for pandemics of €287,811 was 

covered by the category of Goods and Services. Expenditures for pandemics mainly related 

to salary allowances (€384,353) for health institutions upon Government decision, and on 

goods and services (€504,621) for managing the situation created by the pandemic upon the 

Government decision. We tested 8 samples for salaries in the amount of €3,800, and 4 

samples for goods and services in the amount of €246,850. 

 Revenues generated during 2020 by Lipjan Municipality were €1,550,680. They related to 

revenues from property tax, revenues from construction permits, administrative fees, 

revenues from business activities, revenues from rents, etc. The Municipality also had 

indirect revenues in the amount of €212,808. 

Table 3. Revenues (in €) 

 

Description  
Initial  

Budget  
Final  

Budget  
2020 

Receipts  
2019 

Receipts 

2018 
Receipts 

Total revenues  1,970,919 1,970,919 1,550,680 1,888,072 1,804,589 

Tax revenues  1,041,387 1,041,387 761,366 917,688 842,933 

Non-tax revenues  929,532 929,532 789,314 970,385 961,657 
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4 Progress in implementing recommendations  

Our audit report on 2019 AFS of Lipjan Municipality resulted in six (6) key recommendations. The 

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

By the end of our 2020 audit, two (2) recommendations have been implemented, two (2) were in 

process of implementation, and two (2) were not addressed yet, as shown in Chart 4 below. For a 

more thorough description of the recommendations and how they are addressed, see Table 4.  

Chart 4. Progress in implementing prior year’s recommendations  

 

 

Table 4 Summary of prior year’s recommendations and of 2020 

No Audit area Recommendations of 20XX-1 Actions taken  Status 

1 Annual 

Financial 

Statements  

The Mayor should ensure that all 

cases of retired staff claiming 

compensation for jubilee and 

accompanying salaries are identified 

and calculated in order to plan the 

budget for them. All liabilities should 

be paid on time and the possibility of 

additional payments for court 

proceedings, late interest and 

enforcement costs should be avoided. 

For 2020 the issue 

was the same, 

however for 2021 

such expenditures 

have started to be 

executed from the 

category of wages 

and salaries. 

Partly 

Implemented  

2 Wages 

and 

Salaries 

The Mayor, until the budget to the MIA 

is transferred, should request from the 

responsible persons to ensure at least 

the files with basic information for the 

officials who are paid from the 

 Implemented 
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municipal budget, including 

employment contracts, as well as 

monthly reports for work attendance, 

to make sure that only legitimate 

workers who provided the services 

were paid. 

3 Goods 

and 

Services 

and 

Utilities 

The Mayor should ensure that 

contracts are implemented as 

planned, and that penalties are 

applied in case of delays under the 

terms of the contract. The Mayor 

should also ensure the efficient 

functioning of financial mechanisms 

and controls, in order to respect the 

steps set by the rules in force 

regarding the implementation of 

payments. 

 Implemented 

4 Subsidies 

and 

Transfers 

The Mayor should ensure that steps 

are taken to meet the legal 

requirements for the coming years to 

prepare an Annual Financial Support 

Plan 30 days after the approval of the 

Budget, and that the data included in 

the plan correspond to the Approved 

Budget. 

 

See Issue B1. 

 

Not 

addressed 

5 Capital 

investmen

ts 

The Mayor should ensure that no 

tender documentation is allowed 

without attaching a detailed project 

description, which clearly defines the 

nature and performance 

characteristics of the required works, 

in order to be able to carry out the 

works according to the dynamic plan. 

 

See Issue B2. 

 

Not 

addressed  

6 Accounts 

receivable  

The Mayor should ensure adequate 

actions for a joint solution with PAK 

so that the issue of payment of old 

debts of former socially owned 

enterprises finds an appropriate form 

of their execution. The Mayor should 

also intensify and increase the level 

of coordination with the Property Tax 

Department within the Ministry of 

Finance for the transfer of properties 

that do not belong to the municipality. 

Debts of Socially-
Owned Enterprises 
that are in the process 
of privatization by the 
PAK, continue to 
remain. Whereas the 
properties of 
Graçanica 
Municipality have 
been transferred from 
Lipjan Municipality to 
the property tax base 
of Graçanica 
Municipality (See 
Issue C2). 

Partly 

Implemented 
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No Audit area Recommendations  of 2020  

1 Basis for 

conclusion  

The Mayor should ensure that all necessary actions are taken so that the payments and 

expenditures of the Municipality are made according to the purpose they have been 

allocated for and Government decisions. 

2 Basis for 

conclusion 
The Mayor should ensure that necessary measures are taken so that the planning of 

procurement activities will include requests from all units and that as few activities as 

possible are carried out outside the procurement plan. Should the need for any activity 

not included in the procurement plan arise, CPA must be notified in advance according 

to legal requirements. 

3 Goods and 

Services 

and Utilities  

The Mayor should ensure that requirements set out in the contract notice/tender dossier 

are complied with by the evaluation commissions so that only operators which have met 

all the criteria are awarded with a contract. 

4 Subsidies 

and 

Transfers  

The Mayor should ensure that the officer in charge of monitoring and implementation of 

subsidised projects, implements all control procedures, and if the subsidised 

beneficiaries in their reporting fail to justify the costs under the contract, apply the 

measures specified in the contract. 

5 Subsidies 

and 

Transfers 

The Mayor should ensure that steps are taken to meet the legal requirements for the 

coming years: Annual Plan for Financial Support should be prepared 30 days after the 

approval of the Budget, the Comprehensive Annual Report on public financial support 

to NGOs should be prepared, and the data included in the plan should correspond to 

the approved budget.  

6 Capital 

Investments   

The Mayor should ensure that the dynamic plan for the completion of works is adhered 

to by the EO, and the performance security will remain valid for a period of thirty (30) 

days after the completion of the contract in order to prevent the risk of any additional 

costs in case of work delays and other damages. 

7 Accounts 

receivable 

The Mayor should ensure higher efficiency in the collection of receivables, 

intensifying cooperation with the PAK regarding the obligations for SOEs that 

are under their management, and should take all legal measures for handling old 

debts from business licenses. 
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Annex I: Letter confirmation 
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Annex II: Explanation regarding different types of opinion 

applied by NAO and other parts of the Auditor’s Report 

Auditor’s Report on the financial statements 6 should contain a clear expression of opinion referring 

to financial statement, based on conclusions drawn from the evidence obtained during the audit. 

Where the audit is conducted to assess also conformance with legislation and other regulations the 

auditors have an additional responsibility to report on compliance with authorities7. Such opinion 

should be separated from the opinion whether financial statements are true and fair, i.e. the opinion 

may be modified with respect to compliance issue(s) but still be unmodified in reference to credibility 

of the financial statements (or vice versa). 

For the purpose of concluding whether an opinion on the financial statements is modified or 

unmodified an auditor should assure himself/herself whether audit results include or not (a) detected 

material or pervasive misstatement(s) or potential one(s) presumed in the event of a limitation of 

scope.  

A misstatement is a difference between the reported amount, classification, presentation, or 

disclosure of a financial statement item and the amount, classification, presentation, or disclosure 

that is required for the item to be in accordance with the applicable financial reporting framework. 

Misstatements can arise from error or fraud. 

(extract from ISSAI 200)  

Forms of opinions  

Unmodified opinion 

It is formulated when no misstatements or non-compliance were detected or misstatements and/or 

non-compliance were detected, a single one or aggregate, that do(es) not equal or exceed the level 

of materiality for the financial statements as a whole or (a) misstatement(s) and/or non-compliance 

detected within a certain class of transactions do(es) not equal or exceed the level of lower 

materiality established for this class of transactions. It is also formulated if there is no limitation of 

scope or a limitation of scope may not lead to omission of (a) material misstatement(s) and/or non-

compliance). 

Limitation of scope occurs when an auditor 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 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. 

                                                      
6 Financial statements in the public sector include also the statement(s) of budget execution 
7 Compliance with authorities: compliance with laws, rules, regulations, standards, or good practices.  
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Modifications to the opinion in the auditor’s report   

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 

and/or non-compliance, or is unable to obtain sufficient appropriate audit evidence to conclude that 

the financial statements as a whole are free from material misstatement and/or non-compliance, the 

auditor should modify the opinion in the auditor’s report. A modified opinion may be: 

- Modified (qualified) 

- Adverse, or  

- Disclaimer 

Qualified opinion 

It is formulated when misstatement and/or non-compliance were detected, a single one or 

aggregate, that equals or exceeds the level of materiality for the financial statements as a whole or 

(a) misstatement(s) and/or non-compliance detected within a certain class of transactions equals or 

exceeds the level of lower materiality established for this class of transactions. It is also formulated 

if there is a limitation of scope that may not lead to omission of (a) material misstatement(s). 

Adverse opinion 

It is formulated when misstatement and/or non-compliance were detected, a single one or 

aggregate, that pervasively exceeds the level of materiality for the financial statements as a whole 

or (a) misstatement(s) and/or non-compliance detected within a certain class of transactions 

pervasively exceeds the level of lower materiality established for this class of transactions. 

“Pervasive is a term used, in the context of misstatements and/or non-compliance, to describe the 

effects of misstatements and/or non-compliance on the financial statements or the possible effects 

on the financial statements of misstatements and/or non-compliance, if any, that are undetected due 

to an inability to obtain sufficient appropriate audit evidence. Pervasive effects on the financial 

statements are those that, in the auditor’s judgment: 

a) Are not confined to specific elements, accounts or items of the financial statements 

b) If so confined, represent or could represent a substantial proportion of the financial 

statements; or 

c) In relation to disclosures, are fundamental to users’ understanding of the financial 

statements. 

Disclaimer of opinion 

It is formulated when limitation of scope, i.e. inability to obtain sufficient appropriate audit evidence, 

is material and pervasive.  

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

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 
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in the auditor’s report. Emphasis of Matter paragraphs should only refer to formulated presented or 

disclosed in the financial statements. 

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.  

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. 

 


