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To: Vladica Aritonovic, Mayor   

Address: Ranillug, Republika e Kosovës 

1 Audit Opinion   

We have completed the audit of the financial statements of Ranillug 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 Ranillug Municipality (RM) 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 Ranillug 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 Ranillug Municipality’s management 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 



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

 

4 

 

In our conclusion, transactions carried out in the process of RM’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.  

Basis for 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. 

Responsibilities of Management and Those Charged with Governance for the Annual Financial 

Statements 

Mayor of Ranillug 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 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.       

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

process. 

Management’s Responsibility for Compliance 

Ranillug Municipality’s management is also responsible for the use of Ranillug Municipality’s 

financial resources in compliance with the Law on Public Financial Management and 

Accountability, and all other applicable rules and regulations.3 

 

  

 
3 Collectively referred to as compliance with authorities 
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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 Ranillug 

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 Ranillug Municipality’s internal 

control. 

• Assess the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by management. 

• 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. 
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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. 

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 Findings on financial management and compliance issues  

2.1.1 Financial statements issues   

Issues regarding presentation of data and preparation of financial statements are presented 

as follows.  

Issue B1– Failure to present third-party payments in the Financial Statements 

Finding  According to Regulation MF-No. 01/2017 on Annual Financial reporting 

by budget organizations, Article 9.6, all payments from third parties 

shall be registered in KFMIS in accordance with the relevant procedure 

and presented in the financial statements. 

The amount of €9,437, received as payment from third parties in co-

finance with the Municipality for the project Supply with Interactive 

Whiteboard, Laptop and Projector for schools in Ranilug Municipality, 

was neither recorded nor presented in the Financial Statements by 

Ranillug Municipality.  

This was as a result of municipal officers’ omission.  

Impact Failure to present third-party payments, which were made to support 

the Municipality, leads to incorrect presentation of records in the AFS.    

Recommendation B1 The Mayor should ensure that third-party payments are presented in 

accordance with the requirements of Regulation on Financial Reporting.    

2.1.2 Revenues 

Revenues generated by Ranillug Municipality for year 2020 totaled to €60,131. These relate 

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

from business activities. Ranillug Municipality also collected indirect revenues amounting to 

€2,789. This amount consists of police fines in the amount of €2,715 and Kosovo Forest 

Agency fines in the amount of €74 
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Issue B2 – Failure to verify current status of properties 

Finding  According to the Article 15.2 of the Law No.06/L-005 on Immovable 

Property, inspection activities shall be carried out each year for at 

least 20% of all buildings within the territory of the Municipality.  

In 2020, out of 1,297 registered properties, the Municipality managed 

to carry out the verification for only 84 buildings or 6% of immovable 

properties 

According to municipal officers, this occurred because the Property 

Tax Unit has only one employee, who has not been able to fulfil this 

legal requirement due to heavy workload. 

Impact Property inspection at a low extent may result in incomplete information 

on the current taxable property and lead to inadequate tax burdens. 

Recommendation B2  The Mayor should consider staffing the positions in this department 

and take all necessary measures to have the verification of buildings 

according to legal provisions carried out. 

2.1.3 Subsidies and Transfers  

The final budget for Subsidies and Transfers amount to €340,859, of which €295,394 were 

spent in 2020. Those relate to financial support to public and non-public entities. We tested 

five (5) samples in amount of €266,339 as part of substantive testing, and five (5) samples 

as part of compliance testing. 

Issue B3 – Lack of the annual plan on financial support to NGOs 

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

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

financial support should prepare the annual plan of financial support 

for NGOs at the latest 30 days after the approval of the annual budget 

of the Republic of Kosovo and should send it to respective office for 

good governance at the Prime Minister's Office of the Republic of 

Kosovo”. 

The Municipality did not submit the Annual Plan for subsidising of 

NGOs to OPM this year either, regardless of being a prior year’s 

recommendation. 
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Municipal officers did not provide us with any explanations regarding 

the failure to fulfil this requirement. 

Impact The lack of an annual plan for financial support to NGOs leads to 

lack of information on the areas to be supported by the Municipality 

and the purposes these funds have been intended for. 

Recommendation B3  The Mayor should ensure that the annual plan for financial support 

to NGOs, clearly defining the funds foreseen for subsidies and the 

areas to be supported by the Municipality, is prepared and sent to 

OPM in due time.  

2.1.4 Capital and non-capital assets  

The amount of capital assets presented in AFS is €8,801,691, that of non-capital assets is 

€74,707, and of stocks is zero. We tested 70 samples of €1,099,326 as part of substantive 

testing, and carried out compliance testing. 

1 - Poor assets management 

Finding  Regulation 02/2013 on Management of Non-Financial Assets by Budget 

Organizations, Article 19, among others, states that   the 

responsibilities of Commission for Non-Financial Assets Inventorying are: 

inventory of assets owned and controlled by the organization, which 

should be physically verified and compared with non-financial asset 

registers. 

Municipal Officers had carried out the assets inventorying, but the 

inventorying report was incomplete as it consisted of only assets under 

€1,000 rather than of capital assets of the Municipality. We were not 

provided with any explanation from responsible officers in this regard. 

According to Regulation no.02/2013 on Assets Management, Article 6, 

paragraph 3, assets under €1,000 should be registered in the e-assets 

system. The Municipality does not use the e-asset programme to record 

and manage assets under €1,000, instead it keeps the records on 

excel spreadsheet. According to municipal officers, there were technical 

problems in using this software. 
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According to Article 4 of Regulation no.02/2013, the Chief 

Administrative Officer is responsible for approving internal rules and 

procedures on recording, preservation and alienation of non-financial 

assets. The Municipality has not approved internal rules and procedures 

on recording, preservation and alienation of municipal assets. We were 

not provided with any explanation from municipal officers as to why 

these rules and procedures have not been approved so far. 

Impact Failure to include all assets of Municipality in the inventorying report 

and failure to use e-asset programme to record and manage assets 

indicate poor assets management, thus leading to unfair presentation 

of the assets value in the AFS. Failure to approve internal rules and 

procedures may result in the assets being misused or lost. 

Recommendation C1  The Mayor should ensure that the assets inventory report includes all 

the assets owned by the Municipality. It should also provide for the 

operationalisation of the e-assets system, as required by the 

Regulations in force, and draft internal rules and procedures regarding 

the assets.  

2.1.5 Receivables 

Accounts Receivable disclosed by the Municipality in 2020 AFS were in the amount of 

€415,025. This consists of property tax €209,614, business tax €54,063, sale of services 

€135,866 and use of public area €15,482. 

Issue B4 – Management of accounts receivable  

Finding  According to Article 26 of the Law no.06/L-005 on Immovable Property 

Tax, the Municipality, the Ministry of Finance and the competent 

enforcement bodies shall have the authority and competences to 

collect outstanding tax liabilities exceeding the amount of ten (10) 

Euros, and Article 27, if a taxpayer or debtor fails to fully pay the tax 

and fine if any, or outstanding tax liabilities, according to stipulated 

deadlines, the Municipality shall issue a final written notice within ten 

(10) business days after the last day for payment, requiring full payment 

of outstanding tax liabilities, not later than ten (10) calendar days after 

the day when the final notice is considered to be received by the 

debtor. 
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No activities were undertaken by the Municipality as provided for by 

the Law on Property Tax for collection of property tax receivables in 

the amount of €209,614, which compared to the last year have 

increased by €14,312.  

According to Article 56 of the Regulation on municipal taxes, fees and 

fines, among others, as a mechanism for debt collection, are foreseen 

actions such as: the debtor is sent a tax payment order with a warning 

for enforcement, interest will begin to be calculated from the date set 

in debt collection decision; termination of business activity (closure for 

three days); the goods will be registered and taken (confiscation of 

assets); and the sale of assets through auction. The receivables from 

the sale of services (waste collection) at the end of 2020 were 

€135,866, an increase by €4,717 compared to last year. The 

receivables from the use of public spaces have increased by €3,717 

compared to 2019. 

No actions were taken by the Municipality to collect these accounts 

receivable as required by the law or regulation. 

Impact Failure to apply mechanisms as stipulated by law leads to continuous 

increase of these accounts, and encourages other debtors not to pay 

their liabilities. Consequently, this reduces the Municipality’s capacity to 

finance its needs from its own resources. 

Recommendation B4  The Mayor should conduct a detailed analysis of the situation of 

debts that debtors owe to the Municipality, propose more effective 

measures, and apply all available mechanisms for collection of these 

debts, including legal measures as well.  

2.1.6 Internal audit function   

Internal Audit Unit (IAU) is established by the Municipality, however during the year 2020 

it was not operational.  

Issue A1 – Municipality’s Internal Audit Unit not operational  

Finding  According to the Regulation GoK no.01/2019 on the establishment and 

implementation of the internal audit function in the public sector entity, 

Article 4, the Municipality may carry out internal audits in four ways: 

by establishing an audit unit within the Municipality; having a joint IA 

Unit with other public sector entities; entering into agreements with 

any public entity for carrying out audit services; or by contracting a 

professional company.  
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The Internal Audit Unit did not carry out any audit for the Municipality 

during 2020, as the internal auditor was on unpaid leave and as a 

result the Internal Audit Unit was not operational. 

Internal Auditor/Audit Director was on unpaid leave for a certain period 

of time after starting a work assignment outside public institutions on 

temporarily basis. 

Impact A non-operating Internal Audit Unit indicates that the Municipality does 

not have an independent and objective mechanism to serve as an 

advisory mechanism in providing reasonable assurance on the 

effectiveness of the Municipality's internal controls and the smooth 

running of operational activities.  

Recommendation A1  The Mayor should operationalise Internal Audit Unit, or to consider 

other possibilities for providing audit services, as defined in the above 

Regulation  

Issue B5 - Lack of Audit committee  

Finding  According to Administrative Instruction MoF No. 01/2019 on the 

Establishment and functioning of the Audit Committee in the Public 

Sector Entity, Article 4.1 establishment of the audit committee: each 

public sector entity that has established the Internal Audit Unit at the 

level of the main body according to the legislation in force shall 

establish the Audit Committee. 

Despite the recommendation from the previous year the Municipality 

did not establish the Audit Committee We were not provided with any 

explanations the municipal officer on the failure to address this issue. 

Impact Lack of an Audit Committee may undermine the independence of the 

Audit Unit from the managers’ interventions, and may also lead to 

inadequate addressing of IAU recommendations. 

Recommendation B5  The Mayor should establish and operationalise the Audit Committee 

to review the results of IAU and actions undertaken by management 

regarding the recommendations given. 
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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   1,918,848 2,386,425 1,961,837 1,682,939 1,838,350 

Government Grant -Budget  1,790,284 2,020,445 1,879,797 1,629,933 1,742,574 

Funding through borrowing  0 16,380 16,380 0 0 

Carried forward from previous 

year 
0 218,613 55,083 44,227 76,266 

Own Source Revenues  128,564 128,564 10,576 8,779 5,415 

External Donations 0 2,423 0 0 14,095 

The final budget is higher than the initial budget by €467,577. This increase is a result of 

revision of the Budget Law, Government’s decisions, own source revenues carreid forward 

from the previous year, and donations. 

In 2020, the Municipality spent 82% of the final budget, or €1,961,837, the same as in 

2019 in terms of the percentage of expenditure.   

 

 

 

 

 

 

 

 

 
5 Final budget – the budget approved by the Assembly and subsequently adjusted for by the Ministry of 

Finance 
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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 
1,918,848 2,386,425 1,961,837 1,682,939 1,838,350 

Wages and Salaries 1,100,966 1,111,363 1,111,363 1,086,777 1,039,960 

Goods and Services  215,000 286,071 217,205 167,009 105,066 

Utilities 40,000 80,628 39,581 35,142 30,618 

Subsidies and Transfers 45,000 340,859 295,394 34,938 36,191 

Capital Investments  318,848 567,505 298,294 359,073 626,515 

Reserves  199,034 0 0 0 0 

Explanations for changes in budget categories are given below:  

• The final budget for the category of Wages and Salaries was increased by €10,397. 

This increase is as a result of transfer of €16,695 from the category of Reserves to 

the category of Wages and Salaries, and the budget cut of €6,298 based on 

Government Decision No.08/50 dated 21/12/2020 

• The final budget for the category of Goods and Services was increased by €71,071 

compared to the initial budget. This increase is as a result of the Municipal 

Assembly’s decision to carry forward revenues of €48,836 which were not spent in 

previous year; transfer €20,000 from the category of Reserves to Goods and Services; 

and to carry forward €2,235 of Donations from last year. 

• The final budget for the Utilities category was increased by €40,628 compared to 

the initial budget. This increase is as a result of Municipal Assembly’s decision to 

carry forward own source revenues of €31,728, which were not spent in previous 

year; transfer of €10,000 from the category of Reserves to Utilities; and the budget 

cut of €1,100  based on Government Decision No.08/50 dated 21/12/2020. 

• The final budget for the category of Subsidies was increased by €295,859 compared 

to the initial budget. This increase is as a result of Municipal Assembly’s decision 

to carry forward own source revenues of €20,000, which were not spent in previous 

year; to transfer €10,000 from the category of Reserves to Subsidies; and the 

increase of €265,859 based on the Ministry of Local Government’s Decision no.1/23 

dated 13/08/2020. 

• The final budget for the category of Capital Investments was increased by €248,657 

compare to the initial budget. This increase is as a result of Municipal Assembly’s 

decision to carry forward own source revenues of €118,049, which were not spent 
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in previous year; to transfer €142,339 from the category of Reserves to Capital 

Investments; to transfer €189 of donations not spent in previous years; and the 

budget cut of €11,920 based on Government Decision No.08/50 dated 21/12/2020.  

• Funds spent for managing Covid-19 Pandemic situation were in the amount of 

€342,512 

 

 

 

 

Chart 2. Expenditures by economic categories during 2018-2020 
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Chart 3. Expenditures by economic categories for year 2020 

 

Table 3. Revenues (in €) 

Description 
Initial 

Budget 

Final 

Budget  

2020 

Receipts  

2019 

Receipts 

2018 

Receipts 

Total of revenues  128,564 128,564 60,131 88,904 83,338 

Tax revenues  41,954 41,954 27,837 26,085 23,809 

Non-tax revenues   86,610 86,610 32,294 62,819 59,529 

4 Progress in implementing recommendations  

Our audit report on 2019 AFS of Ranillug Municipality resulted in 10 key recommendations. 

The Municipality prepared an Action Plan stating how all recommendations will be 

implemented.  

By the end of our 2020 audit, six recommendations have been implemented, three were in 

the process of implementation, and two were not addressed yet. For a more thorough 

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

of recommendations).  
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Chart 4. Progress in implementing prior year’s recommendations  
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Table 4 Summary of prior year’s recommendations and of 2020 

No Audit 

area 

Recommendations of 2019 Actions taken  Status 

1 Annual 

Financial 

Statements  

The Mayor should consider filling 

vacancies in this department, and 

take all necessary measures to 

carry out the verification of 

facilities according to legal 

provisions.  

Same 

situation 

Not addressed  

 

2 Revenues  The Mayor should consider filling 

vacancies in this department, and 

take all necessary measures to 

carry out the verification of 

facilities according to legal 

provisions 

Recommendat

ion not 

implemented 

Not addressed 

3 Wages 

and 

Salaries  

The Mayor should ensure that all 

requirements of the Administrative 

Instruction in force are applied 

during the employment of new 

employees 

Considered as 

implemented 

since this 

year we have 

not done 

compliance 

tests for 

recruitment 

process. 

No longer 

applicable  

4 Goods 

and 

services 

and 

Utilities  

The Mayor should ensure that the 

contract manager will be 

appointed for each contract 

signed. 

During 2020, 

the 

Municipality  

appointed a 

Contract 

Manager 

Implemented  

5 Subsidies 

and 

Transfers  

The Mayor should ensure that the 

annual plan for financial support 

of NGOs is prepared based on 

certain areas and goals. 

See the issue Not addressed  

6 Capital 

investmen

ts  

When contracting 

works/construction, the Mayor 

should ensure in advance that the 

competent structures have drafted 

the project in accordance with the 

needs and requirements provided 

 Implemented 
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otherwise such procedures should 

not begin 

7 Assets  The Mayor should ensure that the 

inventorying of assets is carried 

out in accordance with the 

regulations in force, where part of 

the final report is the list of 

assets verified and compared with 

the asset register. The Mayor 

should also ensure that assets 

under €1,000 are registered in the 

e-asset system, as required by 

applicable regulations, and to draft 

internal rules and procedures 

regarding assets. 

Last year's 

recommendation 

was not fully 

addressed. 

Partly implemented  

8 Accounts 

receivable  

The Mayor should ensure the 

implementation of laws and 

regulations for collection of debts 

from property tax, sale of services 

and business taxes, and strengthen 

internal control to avoid their 

continued growth 

The situation 

is the same 

Not addressed  

9 Outstandi

ng 

Liabilities  

The Mayor should ensure that the 

received invoices are paid within 

the statutory deadline and ensure 

that the return of irregular invoices 

is done through the protocol 

 Implemented  

10 Internal 

Audit  

The Mayor should establish an 

Audit Committee so that the work 

of the IAU is monitored and is 

independent and effective through 

the implementation of 

recommendations 

No actions 

were taken by 

the 

Municipality 

to address 

this 

recommendati

on, and in 

2020 there 

was no 

Internal Audit 

staff  

 

Not addressed  
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No Audit 

area 

Recommendations of 2020  

1 AFS The Mayor should ensure that third-parties payments are presented in 

accordance with the requirements of Regulation on Financial Reporting 

2 Revenues The Mayor should consider staffing the positions in this department 

and take all necessary measures to have the verification of buildings 

according to legal provisions carried out 

3 Subsidies 

and 

Transfers 

The Mayor should ensure that the annual plan for financial support to 

NGOs, clearly defining the funds foreseen for subsidies and the areas 

to be supported by the Municipality, is prepared and sent to OPM in 

due time 

4 Assets  The Mayor should ensure that the assets inventory report includes all 

the assets owned by the Municipality. It should also provide for the 

operationalisation of the e-assets system, as required by the 

Regulations in force, and draft internal rules and procedures regarding 

the assets 

5 Accounts 

receivable  

The Mayor should conduct a detailed analysis of the situation of debts 

that debtors owe to the Municipality, propose more effective measures, 

and apply all available mechanisms for collection of these debts, 

including legal measures as well.  

6 Internal 

Audit  

The Mayor should operationalise Internal Audit Unit, or to consider 

other possibilities for providing audit services, as defined in the above 

Regulation 

7 Internal 

Audit  

The Mayor should establish and operationalise the Audit Committee to 

review the results of IAU and actions undertaken by management 

regarding the recommendations given 

 

Besnik Osmani, Auditor General  

Qerkin Morina, Assistant Auditor General  

Zukë  Zuka, Head of Audit  

Pleurat Isufi, Team Leader  

Milos Petrovic, Team Member  

Gazmend Namani, Team Member  
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Annex I: Letter of confirmation 

 



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

 

22 

 

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 opinion t 

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. 

 
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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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. 

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. 
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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 in the auditor’s report. Emphasis of Matter 

paragraphs should only refer to information 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. 


