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To: Bekim Jashari, Mayor of Skënderaj   

Address: Bulevardi i Pavarësisë p.n., Skënderaj, Republika e Kosovës 

1 Audit Opinion   

We have completed the audit of the financial statements of Skënderaj 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 financial statements 

We have audited the annual financial statements of Skënderaj Municipality, 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 Skënderaj 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 the Skënderaj 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 
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In our conclusion, transactions carried out in the process of execution of Skënderaj 

Municipality’s budget 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. 

Emphasis of Matter  

1. For your attention, we would like to emphasize the fact that the Municipality made 

payments from inadequate categories as a result of incorrect budgeting, respectively: 

€57,956 were paid for goods and services from Subsidies and Transfers. As a result, 

the category of Subsidies and Transfers was overstated and the category of Goods 

and Services was understated by this amount. Expenditures were executed based on 

the Cooperation and Co-financing Agreement between the Municipality and Caritas 

Kosova for the project "Increased social and health care services at home and clinics 

in the Municipality of Skënderaj". 

€38,180 were paid for subsidies and transfers (to cover funeral expenses for citizens) 

from Goods and Services. As a result, the category of Goods and Services was 

overstated and the category of Subsidies and Transfers was understated by this amount. 

In addition, the Municipality made other payments of €270,602 from the category of 

Goods and Services based on court decisions for compensation of jubilee salaries, 

allowances, meals and other costs of court proceedings. As a result, the category of 

Goods and Services was overstated and the category of Wages and Salaries was 

understated by the same amount.  

This occurred because: 1. upon approval of the Law on 2020 Budget Appropriations, 

these expenditures were planned and executed under inadequate economic categories; 

and 2. due to lack of funds, for which with budget allocations by the Ministry of 

Finance, salaries liabilities based on court decisions were not considered as current 

liabilities during the year and consequently, no contingent funds were allocated. 

Treasury executed payments from funds allocated to other categories. 



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

 
5 

Given that the matters in question are quite prevalent in many budget organisations 

and is being repeated for consecutive years, it will be addressed in more details in 

the Audit Report on Government Financial Statements, where we will provide relevant 

recommendations for long-term solutions. 

Moreover, the Municipality paid €57,859 from Goods and Services for withholding tax 

as well as €78,512 for pension contributions resulting from the compensation of meal 

payments. As a result, the category of Goods and Services was overstated and the 

category of Wages and Salaries was understated by the same amount. It should be 

noted that these expenditures were not planned.  

Our audit opinion has not been modified in this respect 

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

Statements 

Mayor of Skënderaj 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 

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

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 

                                                      
3 Collectively referred to as compliance with authorities 
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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 Skënderaj 

Municipality’s authorities with the established audit criteria arising from the legislation 

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

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 Skënderaj 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. 

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 
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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 previous recommendations and conducted an 

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

2.1 Findings on financial management and compliance issues  

2.1.1 Goods and Services and Utilities  

The final budget for Goods and Services and Utilities in 2020 was €3,129,200, of which 

€2,581,206 were spent. They mainly relate to contracting services, utilities, stationaries, 

                                                      
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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maintenance of facilities and equipment, etc. We tested 33 samples of €184,979 as a part 

of substantive testing and 5 samples as a part of compliance testing. 

Issue B1 - Quantities in Public Framework Contracts poorly defined  

Finding  Law on Public Procurement 04/L-042 and Rules and Operational 

Guidelines for Public Procurement, Article 56.10 regarding Framework 

Contracts stipulates that: The estimated quantity specified in the tender 

documents is only indicative quantity. If the purchase order exceeds 

the total indicative quantity or the total indicative value of the Public 

Framework Contract (including plus/minus thirty percent (30%), 

regardless of the original expiry date of the Public Framework Contract, 

the contract shall be terminated automatically. The permitted 

discrepancy of plus/minus thirty percent (30%) is valid for Lots and 

projection/item, and in case of reaching the permitted threshold, the 

CA cannot place other orders for that Lot or item. 

In regard to the payment of €15,223 under the Public Framework 

Contract “Supply and installation of cameras in schools of the 

Skënderaj Municipality” dated 26.12.2019, in the amount of €32,866, 

we found that three items of a total of €8,144 were exceeded. The 

quantity of these items defined in the bill-of-quantities was 1, whilst 

they were exceeded by 3430m, 47 and 15 pieces respectively. It should 

be noted that this phenomenon was also addressed in last year's audit 

report.  

Discrepancies in the allowed limit of plus/minus thirty percent (30%), 

i.e. failure to define the indicative quantities of items occurred due to 

poor internal controls over planning and definition of contracts. 

Impact Entry into ambiguous contracts when it comes to quantities, i.e. 

exceeding the permitted discrepancy of plus/minus thirty percent (30%) 

per item is contrary to the criteria set for Public Framework Contracts. 

Consequently, it may result in payments exceeding the budget planned 

for such projects and hampers the implementation of other planned 

projects. 

  The Mayor should ensure that during preparation of Public Framework 

Contracts, items quantities and contract prices are properly planned 

and defined so that possible discrepancies do not exceed the permitted 

limit of plus/ minus thirty percent (30%). 
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Issue A1 – Poor management of procurement activities and contracts  

Finding  Article 62 of the Rules and Operational Guidelines for Public 

Procurement (ROGPP) providing for the separation of duties stipulates, 

inter alia, that “A member of the evaluation committee cannot be 

appointed as Project Manager”. Also "An officer from a department 

who prepared the specification and/or the terms of reference, or 

established quality standards, or prepared drawings, cannot participate 

as an evaluation committee member. 

In two processes of management of procurement activities and 

contracts, we found shortcomings related to segregation of duties as 

follows:  

In procurement activity “Servicing of official vehicles of Skënderaj 

Municipality”, in the indicative value of €50,000, one of the members 

of the Tender Evaluation Committee was also appointed as a Contract 

Manager. 

In procurement activity “Supply with consumables, medicines and other 

equipment for the needs of MFMC and HEPFC in Skënderaj Municipality”, 

in the amount of €103,184, the person who prepared the bill-of-

quantities was also appointed member of the Tender Evaluation 

Committee.  

This was as a result of lack of due diligence to properly segregate 

duties when conducting the procurement activities. 

Impact Appointment of the same persons in several processes of procurement 

activities and contracts management may be considered as conflict of 

interest and undermines fair segregation of duties and progress of the 

process.  

Recommendation A1  The Mayor should ensure that procurement activities and contracts 

management duties are properly segregated in compliance with legal 

criteria of public procurement.  
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2.1.2 Subsidies and Transfers 

The final budget for Subsidies and Transfers was €643,732, of which €573,595 were spent 

in 2020. They are provided to public and non-public entities and mainly relate to support 

to sectors of agriculture, culture, sports and other activities within the Municipality. We 

tested 5 samples of €184,979 as a part of substantive testing and 5 samples as a part of 

compliance testing. 

Issue B2 – Non-compliance with the criteria when evaluating applications 

Finding  According to public calls, dated 02.07.2020 and 30.07.2020, for 

provision of financial support in the area of culture, innovation and 

sports, the criterion for the application required that “Before signing 

the contract, evidence should be submitted proving that the responsible 

person in the NGO and the project manager are not under investigation 

for criminal offences, as well as evidence that they have resolved any 

outstanding issues regarding the payment of contributions and taxes”. 

Our testing of public calls for funding projects of NGOs and individuals 

in the areas of sports and culture have revealed nine (9) cases in 

which beneficiaries have been awarded a contract for financial support 

in the absence of evidence that the responsible person in the NGO 

and the project manager are not under investigation for criminal 

offences. Of these, five (5) were in the area of culture and four (4) in 

the area of sports. 

This situation was due to the lack of controls and the negligence of 

the committee established to evaluate applications. 

Impact Lack of documents proving that applicants have met the criteria, in 

addition to being detrimental to the credibility of the process, may 

result in the Municipality cooperating with unsuitable NGOs/persons.  

  The Mayor should strengthen controls over management of subsidies 

and ensure that subsidies are allocated in accordance with the criteria 

set out in the public calls.   
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2.1.3 Capital and non-capital assets 

The value of capital assets presented in the AFS was €151,332,009, of non-capital assets 

was €316,757, and that of stocks was €35,183. We tested 70 samples of €4,522,441 as 

part of substantive testing and performed compliance testing related to internal procedures 

of asset management, inventory and evaluation of assets, operation of the E-assets system, 

etc. 

1 - Shortcomings in the stocktaking and evaluation process of non-financial assets 

Finding  Article 19.4.3 of Regulation 02/2013 on Management of Non-Financial 

Assets by Budget Organizations stipulates that the stocktaking balance 

must be compared with the stock of non-financial assets registers at 

the end of each year. Whereas Article 21 of the same regulation sets 

forth the requirements for the evaluation of non-financial assets. 

The Municipality has carried out the stocktaking of non-financial assets, 

but has not compared the stocktaking balance with the non-financial 

assets registers, as required by the said Regulation. As a consequence, 

the difference between accounting balance and stocktaking is unknown. 

Moreover, evaluation of non-financial assets was not done according 

to the requirements of Article 21 of Regulation 02/2013. 

This situation was mainly due to the lack of knowledge regarding the 

requirements of the regulation on asset management, and the lack of 

internal guidelines regarding assets stocktaking and evaluation process. 

Impact Failure to compare the stocktaking results with the asset registers and 

failure to evaluate the assets undermines the possibility of obtaining 

assurance on the accuracy and completeness of the asset registers. 

Recommendation C1  The Mayor should ensure that the assets stocktaking and evaluation 

process is performed according to the requirements of Regulation 

02/2013 on Management of Non-financial Assets by Budget 

Organizations, and that stocktaking results are compared with the 

assets accounting balance, explaining all the differences. 

2.1.4 Receivables 

Accounts receivables disclosed by Skënderaj Municiaplity in 2020 AFS were in the amount 

of €1,177,345. This consists of the property tax, business taxes, use of the public property 

(rent and lease) as well as construction permits. We tested 9 samples of €10,327,327 as 

a part of substantive testing. 
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Issue B3 – Poor management of accounts receivable (AR) 

Finding  Revenue are collected according to the deadlines set out in the invoice 

for each type of revenue. 

Most of AR in the amount of €812,560 or about 69% belong to 

property tax; municipal business tax in the amount of €243,998 or 

about 21%; and use of the public property (rent/lease) in the amount 

of €120,787 or about 10%. The Municipality did not have effective and 

management of the collection of receivables in place, as their growth 

continues year after year. Compared to the previous year, the increase 

was around €45,920.  

From the analysis of the data presented in AFS, we have identified 

that the accounts receivable from the tax on parcels were not 

presented at all in AFS. According to the Protax system, their value 

was €80,780 at the end of 2020. 

Accounts are managed by integrated systems (property tax and 

municipal business tax), while accounts for the use of public property 

are managed in excel and the data presented may not provide 

complete assurance of their accuracy and completeness. 

Weaknesses identified regarding accounts receivable are due to 

inefficient internal controls in their proper management 

Impact Failure to timely collect charged revenues affects the level of funds 

collected for the municipal budget with an adverse impact on the 

financing and implementation of projects from own source revenues. 

This does not assure the accuracy and completeness of the information 

presented in the financial statements either. 

  The Mayor should provide for higher efficiency in collection of 

accounts receivable. Designing and implementing clear programs and 

procedures on the type of their management, registration and collection 

would be some of the measures that can lead to improvements.  
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2.1.5 Outstanding liabilities  

The statement of outstanding liabilities at the end of 2020 was €928,440.  

Issue A2 - Deficiencies in the list of contingent liabilities 

Impact The list of contingent liabilities should be based on source evidence 

proving the value of liabilities and that they relate to the Municipality. 

In two cases amounting to €5,900 (€3,200 + €2,700), the Municipality 

did not provide source documents proving the claims of other parties 

to the Municipality. Whereas, in another case, we have identified that 

the value of the contingent liability was presented in the amount of 

€18,634, while according to the documentation we noticed that it 

should have been €20,726. Consequently, the value of the contingent 

liability was understated by €2,091. 

This situation was due to the lack of proper communication between 

the Legal Office (as a representative of the Municipality) and other 

sectors within the Municipality for the accurate evidencing and 

recording of contingent liabilities. 

Impact The lack of relevant evidence on the list and value of contingent 

liabilities creates uncertainty for the Municipality regarding the claims 

of other parties to municipal liabilities. It also affects their 

overstatement or understatement in AFS. 

Recommendation A2  The Mayor should ensure that the list of contingent liabilities is based 

on relevant and accurate evidence, in order to prove the financial 

value and ensure that such claims relate to the Municipality. 

2.1.6 Internal Audit Function 

The Internal Audit Unit (IAU) had one member and the Director. However, the Internal 

Auditor was transferred to his previous position during the year. In addition to the strategic 

plan, IAU drafted the annual work plan which included seven (7) audits, respectively six (6) 

audits after the review of the plan due to the pandemic. Of these, only four (4) audits 

were completed due to the impact of the Covid 19 pandemic and insufficient IAU staff. 

The number of recommendations given in the audit reports is 22, of which six (6) were 

implemented, ten (10) were under the process and six (6) remained unimplemented. The 

audits focused on procurement, assets and their management as well as revenues. Whereas 

the period covered by the audit was mainly 2019. The Audit Committee was fully functional 

and held five (5) meetings where the external auditor and IAU report were discussed. 
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Issue B4 - Failure to staff the IAU 

Finding  Article 5.1.1 of Regulation 01/2019 on Establishment of Internal Audit 

Function stipulates that every public sector entity with a budget of 

over 7 million Euro must have at least three auditors. 

IAU in Skënderaj Municipality consists of the Director only. 

This situation was due to the withdrawal of an Internal Auditor from 

IAU as well as the cancellation of the vacancy for the recruitment of 

an Internal Auditor. 

Impact Failure to complete IAU with sufficient staff may cause the internal 

audit not covering all risk areas and prevent management from taking 

timely action to prevent potential errors. 

  The Mayor should ensure that the required budget planning is done 

for the required positions and that IAU is staffed with sufficient staff 

according to the Regulation on Establishment of IAU. 

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   14,950,500 16,125,103 14,158,325 13,507,214 13,033,451 

Government Grant -Budget  13,422,486 13,640,836 12,789,981 11,536,240 11,832,370 

Funding through borrowing  0 168,474 136,390 91,527 51,670 

Carried forward from previous 

year 
0 750,149 561,316 586,075 138,213 

Own Source Revenues  1,528,014 1,528,014 643,748 1,151,988 900,975 

Domestic Donations 0 9,012 0 0 0 

External Donations 0 28,618 26,890 141,385 110,224 

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

Finance 
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The final budget is higher than the initial budget by €1,174,603. This increase was a result 

of the increase of revenues carried forward from the previous year by €750,149, the 

increase of Government Grant by €218,350, the increase of borrowing by €168,474, external 

donations by €28,618 and internal donations by €9,012 

In 2020, BO spent 88% of the final budget or €14,158,325, with an increase of 5% 

compared to 2019. Expenditures during 2020 for the management of the Covid-19 pandemic 

were €500,462.  

They mainly relate to the compensation of staff salaries according to central level decisions, 

other contracting services, support to families and businesses with food/financial packages, 

equipment under €1000, various medical supplies, etc. However, budget implementation 

remains at an unsatisfactory level and explanations for the current position are detailed 

below.  

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

Description 
Initial 

Budget 

Final 

Budget  

2020 

Outturn 

2019 

Outturn 

2018 

Outturn 

Spending of funds by 

economic categories 
14,950,500 16,125,103 14,158,325 13,507,214 13,033,451 

Wages and Salaries 7,824,425 8,117,827 8,117,827 7,687,208 7,490,289 

Goods and Services  1,650,640 2,916,714 2,398,184 1,564,420 1,374,212 

Utilities 294,537 212,487 183,022 183,249 197,120 

Subsidies and Transfers 300,000 643,732 573,595 552,047 349,047 

Capital Investments  3,773,140 4,234,343 2,885,696 3,520,290 3,622,782 

Reserves  1,107,758 0 0 0 0 

Explanations for changes in budget categories are detailed below:  

The final budget for Wages and Salaries increased by €293,402, of which €178,067 was 

from the Government Grant (most of which was as a result of the 2020 budget review), 

€89,145 from borrowing, and €26,190 from revenues carried forward; the budget for Goods 

and Services was increased by €1,266,074. The increase occurred as a result of the 

Municipal Assembly Decision to transfer €139,000 from the category of Capital Investments 

to Goods and Services for pandemic management, following the revision of the 2020 

budget, €116,538 were transferred from the reserve fund, by the Municipal Assembly 

decision the budget for Goods and Services was increased by €873,091 from the reserve 

fund, from the recovery program by € 87,788, according to the MLGA decision € 35,653 

are allocated from reserves to Goods and Services for the management of the Covid 19 

pandemic, by €40,000 from revenues carried forward, by €31,731 from borrowings and by 
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€3,208 from donor grants. It should be noted that according to the Ministry of Finance 

decision goods have been reduced by €41,777 and by €19,158 according to an internal 

transfer. 

The budget for Utilities was reduced by €82,050 as a result of the Government decision; 

The budget for Subsidies increased by €343,732. The increase occurred from revenues 

carried forward by €297,442, as well as €46,289 from the budget increase according to 

pandemic management decisions; the budget for capital investments increased by €461,203, 

the increase was as a result of revenues carried forward in the amount of €386,515, from 

financial support for pandemic management by €150,000, from borrowings the budget was 

increased by €47,759 and the rest from donor grants carried forward by €34,469. It should 

be noted that the budget for Capital Investments was reduced by €157,540 as a result of 

the Municipal Assembly decision on the transfer of funds from the category of Capital 

Investments to Goods and Services and Subsidies and Transfers. 

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

 

The total revenues generated by Skënderaj Municipality in 2020 were €660,107 or about 

57% less than the previous year. Revenues relate to revenues from property tax, revenues 

from construction permits, administrative fees, revenues from business activities, revenues 

from rent, etc. The Municipality collected revenues from other institutions on behalf of the 

Municipality, such as traffic fines of €96,886, and court fines of €10,910. 

Table 3. - Revenues (in €)  

Description 
Initial 

Budget 

Final 

Budget  

2020 

Receipts  

2019 

Receipts 

2018 

Receipts 

Total of revenues  1,528,014 1,528,014 660,933 1,548,530 1,575,503 

Tax Revenues  254,568 254,568 189,768 272,870 222,450 

Non-tax Revenues   1,273,446 1,273,446 470,340 1,275,660 1,353,053 

Other Revenues   0 0 826   
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4 Progress in implementing recommendations  

Our audit report on 2019 AFS of Skënderaj Municipality resulted in 16 key recommendations. 

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

implemented. By the end of our 2020 audit, seven (7) recommendations have been 

implemented, four (4) were in the process of implementation, and five (5) were not 

addressed yet, as shown in the following Chart 4. For a more thorough description of 

recommendations and how they are addressed, see Table 4, Table of Recommendations.  

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 2019 Actions taken Status 

1 AFS The Mayor should ensure that all 

actions are taken to plan 

expenditures in appropriate budget 

allocations /categories (or to 

reallocate funds when necessary and 

possible), and the payment and 

recording of expenditures is done 

strictly according to adequate 

economic codes. 

The Municipality has 

taken some actions in 

this direction and has 

started to pay the 

funeral expenses from 

the category of 

Subsidies, as well as the 

expenses for goods for 

the provision of 

social/health services 

started to be paid from 

the category of Goods 

and Services. However, 

even during 2020, there 

were payments for 

Partly 

implemented  
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Wages and Salaries from 

the category of Goods 

as in the previous year.  

2 Wages and 

Salaries  

The Mayor should ensure that SSAs 

are used only for specific jobs and 

contracts do not last longer than the 

legal deadline. Actions should also be 

taken to address the needs for 

regular positions in the Ministry of 

Finance during budget planning and 

ensure that they are budgeted and 

paid from the category of wages and 

salaries. 

The number of staff 

engaged under SSA 

during 2020 was 31. The 

Municipality took 

measures to have their 

engagement done 

according to Law on 

Procurement. This issue 

is not addressed in this 

year's report. 

No longer 

applicable  

3 Goods and 

Services 

and 

Utilities  

The Mayor should ensure that the 

units and prices of contracts are 

accurately determined during the 

preparation of public framework 

contracts by the procurement office, 

the deviation +/- 30% is determined 

in the indicative value and not in the 

estimated value of the contract, and 

should take all necessary measures 

that contract managers avoid 

eventual exceeding of contracts 

through periodic reports. 

Even during 2020, we 

have identified similar 

cases. 

Implementation 

not started  

4 Goods and 

Services 

and 

Utilities 

The Mayor should ensure that 

contracts are managed through the 

preparation of reports by the 

respective managers for each type of 

service and supply, and no payment 

is executed without providing 

sufficient 

evidence that the provisions of the 

contract are being implemented by 

economic operators (EO). 

We have not identified 

such cases during 2020. 

Implemented  

5 Goods and 

Services 

and 

Utilities 

The Mayor should ensure that all 

equipment provided under the 

contract is serviced, and that officials 

responsible for contract management 

and certification of payments apply 

effective controls to the process of 

spending public money to ensure that 

no similar mistakes will be repeated 

in the future. 

All devices provided by 

the contract were 

serviced. 

Implemented 

6 Goods and 

Services 

and 

Utilities 

The Mayor should strengthen controls 

in the procurement department to 

ensure that responsible officials make 

all requests for tender clarifications 

We have not identified 

such cases during 2020. 

Implemented 
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and preparation of tender dossiers 

/contract notice in accordance with 

the legally established criteria 

7 Subsidies 

and 

Transfers  

The Mayor should ensure that the 

evaluation process of applicants is 

documented with relevant evidence 

while ensuring at the same time that 

the principle of competition and 

equal treatment of applicants is not 

violated. 

Even during this year, we 

have identified 

shortcomings in the 

process of evaluation of 

applicants and they have 

been rewarded with 

subsidies in the absence 

of relevant documents. 

Not addressed  

8 Capital 

Investments 

The Mayor should ensure that project 

managers are aware of the legal 

requirements for public procurement 

(this can be done through training) 

and any amendment to the terms of 

the contract before or during the 

implementation period will only be 

made after notification of the 

procurement office and obtaining 

approval from the procurement office 

and CAO. 

We have not identified 

such cases during 2020. 

Implemented 

9 Capital 

Investments 

The Mayor should ensure that 

contracts are signed only when there 

are sufficient funds to ensure their 

execution, regardless of whether their 

funding is from own source revenues 

or other funding funds. 

We have not identified 

such cases during 2020 

Implemented 

10 Capital 

Investments 

The Mayor should ensure that 

contract managers and certification 

officer apply effective controls to the 

process of spending public money to 

ensure that payments are made only 

for completed works/supplies. For 

unfinished but paid works, the 

municipality should also ensure that 

their execution is done according to 

the contractual conditions; otherwise, 

the return of funds should be made 

to the municipal budge. 

We have not identified 

such cases during 2020. 

Implemented 

11 Capital 

Investments 

The Mayor should ensure that 

projects are not started without being 

ensured about property issues. 

Adequate project specifics should be 

developed and contract managers 

should apply effective controls in 

contract management to ensure that 

they are managed as planned in 

advance. The process of extending 

We have not identified 

such cases during 2020, 

Implemented 
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the contract execution period 

according to Article 18 of the tender 

dossier should be formalized, and 

penalties for unjustified delays should 

be applied. 

12 Common 

issues  

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 

the legally prescribed timeframes 

according to the LPFMA. 

2.1.6 Common issues on 

Goods and Services, as 

well as Capital 

Investments in terms of 

high procedural costs 

due to payments 

executed according to 

court decisions. This 

issue this year has been 

addressed only in the 

context of 

misclassification. 

No longer 

applicable  

13 Assets  The Mayor should ensure that the 

capital assets register is updated in 

accordance with the audit findings 

discussed above to ensure that all 

municipal assets are correctly 

identified and recorded in the 

relevant municipal asset registers. The 

Mayor should also be ensured that 

the process of inventory and 

evaluation of assets will be carried 

out according to the requirements of 

Regulation 02/2013 on the 

Management of Non-financial Assets 

by Budget Organizations. 

Even during 2020, we 

have identified 

shortcomings in the 

stocktaking and 

evaluation process of 

non-financial assets. 

However, it should be 

noted that there were no 

shortcomings in the 

registration of capital 

and non-capital 

purchases of 2020. 

Implemented 

14 Accounts 

receivable  

The Mayor should ensure higher 

efficiency in collecting receivables. 

Designing and applying clear 

programmes and procedures on how 

to manage and collect them would 

help in this regard. 

The increasing trend of 

accounts receivable has 

continued in 2020 and 

the Municipality has not 

been able to take all 

appropriate measures for 

their collection, and 

there were also errors in 

their full disclosure in 

AFS. 

Not addressed  

15 Outstanding 

liabilities   

The Mayor should ensure controls in 

the execution of payments, and in 

case of presenting liabilities of the 

municipality; they should be fully 

reported including all liabilities 

regardless of the period in which 

they occurred. 

We have not identified 

delays in the payment of 

bills for 2020.  

Implemented 
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16 Internal 

Audit  

The Mayor should ensure that the 

required positions will be budgeted in 

a timely manner and that the Internal 

Audit Unit will be staffed with 

sufficient staff in accordance with 

applicable regulations. 

IAU has not yet been 

staffed according to 

legal requirements. 

Implemented 

No. Audit area Recommendations of 2020 

1.  Goods and 

Services 

and 

Utilities 

The Mayor should ensure that procurement activities and contracts 

management duties are properly segregated in compliance with legal criteria 

of public procurement. 

2.  Goods and 

Services 

and 

Utilities 

The Mayor should ensure that during preparation of Public Framework 

Contracts, items quantities and contract prices are properly planned and 

defined so that possible discrepancies do not exceed the permitted limit of 

plus/ minus thirty percent (30%). 

3.  Subsidies 

and 

Transfers 

The Mayor should strengthen controls over management of subsidies and 

ensure that subsidies are allocated in accordance with the criteria set out in 

the public calls. 

4.  Assets  The Mayor should ensure that the assets stocktaking and evaluation process 

is performed according to the requirements of Regulation 02/2013 on 

Management of Non-financial Assets by Budget Organizations, and that 

stocktaking results are compared with the assets accounting balance, explaining 

all the differences. 

5.  Accounts 

receivable  

The Mayor should provide for higher efficiency in collection of accounts 

receivable. Designing and implementing clear programs and procedures on the 

type of their management, registration and collection would be some of the 

measures that can lead to improvements. 

6.  Contingent 

liabilities  

The Mayor should ensure that the list of contingent liabilities is based on 

relevant and accurate evidence, in order to prove the financial value and 

ensure that such claims relate to the Municipality. 

7.  Internal 

Audit  

The Mayor should ensure that the required budget planning is done for the 

required positions and that IAU is staffed with sufficient staff according to the 

Regulation on Establishment of IAU. 

 

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

Albanian version shall prevail. 
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Annex I: Letter of 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 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). 

                                                      
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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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. 

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: 
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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 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. 


