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For: Mr. Shaban Shabani – Mayor of the Municipality of Dragash 

Address: Sheshi i Dëshmorëve, 22000, Dragash, 

1 Audit opinion 

We have completed the audit of the financial statements of the Municipality of Dragash 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 Municipality of Dragash, which comprise 

the Statement of cash receipts and payments, Budget execution report, and Explanatory 

notes to financial statements, including the Summary of significant accounting and other 

reports2, for the year ended at 31 December 2020. 

In our opinion, the annual financial statements of the Municipality of Dragash, 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 

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

Institutions (ISSAIs). Our responsibilities under those standards are further described in the 

Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. In 

accordance with INTOSAI-P-10, ISSAI 130, NAO Code of Ethics, and other requirements 

relevant to our audit of the budget organisations’ AFS.  The NAO is independent from the 

audit subject. We believe that the audit evidence we have obtained is sufficient and 

appropriate to provide a basis for our opinion. 

  

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

standards and good practices 
2 Other reports are a requirement of the article 8 of the Regulation 01/2017 on Annual Financial Reporting. 
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Audit conclusion on compliance  

We have also audited the compliance of Municipality of Dragash, with the determined audit 

criteria which derive from the applicable legislation for the audited subject in the usage 

context of financial resources 

In our conclusion, transactions carried out in the process of execution of the municipality 

budget have been, in all material respects, in compliance with the determined audit criteria 

which derive from the applicable legislation for the audited subject in the usage context of 

financial resources.  

Basis for the conclusion 

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

Institutions (ISSAIs). As per these standards, our responsibilities are further described in the 

Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. In 

accordance with INTOSAI-P-10, ISSAI 130, NAO Code of Ethics, and other requirements 

relevant to our audit of the budget organisations’ AFS.  The NAO is independent from the 

audit subject. We believe that the audit evidence we have obtained is sufficient and 

appropriate to provide a basis for conclusion. 

Emphasis of matter 

To your attention, we would like to emphasize the fact that the Municipality had made 

payments from the category of Capital Investments in the amount of €85,989. This was 

due to the fact that when the Law on Budget Appropriations for 2020 was approved, these 

expenditures were planned and executed in inadequate economic categories and resulted 

in misclassification of expenditures, overestimating expenditures in the category of Capital 

Investments or/and underestimating costs of goods and services for the same amount. 

Since this issue is quite prevalent in many budget organizations and is being repeated for 

years, it will be addressed in more detail in the Audit Report of the Government Financial 

Statements, which will provide relevant recommendations for long-term solutions. 

In relation to this issue, for the abovementioned reason, the audit opinion has not been 

modified. 

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

Statements 

The Mayor of the Municipality of Dragash 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 of the Municipality of Dragash is responsible for establishing internal controls 

which he determines are necessary to enable the preparation of financial statements that 
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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 (amended and supplemented) and Regulation no.01/2017 on Annual Financial 

Reporting of Budget Organisations.       

The Mayor of the Municipality of Dragash is responsible to ensure the oversight of the 

municipality’s financial reporting process. 

Management’s Responsibility for Compliance 

The management of the Municipality of Dragash is also responsible for the use of 

Municipality of Dragash 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 conclusion on compliance of respective Municipality 

of Dragash authorities with the determined audit criteria which derive from the applicable 

legislation for the audited subject in the usage context 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 

 
3 Collectively referred to as compliance with authorities 
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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 Municipality of Dragash internal 

control. 

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

accounting estimates and related disclosures made by management. 

• Evaluate the overall presentation, structure and content of the financial statements, 

including the disclosures, and whether the financial statements represent the 

underlying transactions and events in a manner that achieves fair presentation. 

Above other matters, 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 our audit, we noticed areas for improvement in the asset registration, 

misclassification of expenditures, non-application of revenue laws, non-registration of 

invoices and non-establishment of IAU, which are presented below for your consideration 

in the form of findings (as presented in the Graphic 1, below) and recommendations. We 

will follow up (review) on these recommendations during next year's audit.  

Graphic 1. Type of findings by economic categories  

 

 

We have also reviewed the status of prior year recommendations and assessed the level 

of their implementation. (For details see chapter 4)     
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2.1 Findings on financial management and compliance issues    

2.1.1 Revenues 

Revenues generated by the municipality for 2020 were in the amount of €253,217. They 

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

fees, revenues from business activities, revenues from rent, etc. 

Issue B1 – Irregularities in the lease of municipal property 

Finding  Following the article 1 point 1 of the Law no. 06/L092 on Allocation for 

Use and Exchange of Municipal Immovable Property, emphasises that “This 

Law aims at ensuring the effective use of immovable property of the 

municipality for sustainable economic development, increase in value of 

the immovable property of the municipality and fulfilment of the general 

interest, whereas article 8 point 1 “Allocation for use of immovable 

property of the municipality shall take place under the following 

procedures of 1.1. Public Auction; 1.2. Expression of interest; and1.3. 

Negotiations of the Mayor. 

In the registry of the Municipality of Dragash, there are 109 

properties/lands which are in use, the land belongs to the municipality 

while the facilities were built by the users. Out of these, 26 properties 

are with contracts before 2006 and 77 other properties are used with 

expired contracts, from 2002 to 2017. Despite letters, occasional 

notifications and users' agreement to pay the debt, the Municipality has 

not renewed the contracts or there are no contracts through procedures. 

Despite the last year’s recommendation, this situation is still continuing 

with such contracts as a result of not taking measures by the municipality. 

Impact The use of public property without valid contracts between the 

municipality and users of municipal property can cause the municipality 

significant financial losses, as well as the opportunity to ensure that 

public property available to the municipality is properly managed. 

Recommendation B1 The mayor should increase controls over the allocation of 

municipal property by evaluating all contracts. At the same time, to ensure 

that the transfer of these properties for use is done according to the law 

requirements on use and exchange of municipal immovable property. 
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2.1.2 Goods and Services 

The final budget for goods and services and municipalities in the year 2020 was €1,589,384, 

out of which €1,164,414 were spent. They mainly relate to other contracting services, office 

supplies, fuel for central heating, wood, school maintenance, etc. We tested 28 samples 

for substantial and compliance tests in the amount of €438,617. 

Issue A1 – Acceptance of goods not in accordance with contract 

Finding  In the contract signed on 02.07.20219 for supply with wood for heating 

and their sawing for the needs of the Municipality of Dragash in article 

1, point 1.7 stipulates that: The acceptance of goods will be done by 

three people, the school director and two members with a delivery note 

signed and stamped by the commission. 

During the testing of payments for wood supply we noticed the following: 

• At the payment of €6,500 we have noticed that three delivery notes 

were received in the amount of 270 meters of wood, but they were 

not signed by three members but only by the Director of the school. 

Furthermore, these supplies were made in July 2019 whereas the 

invoice and receipt report were for the month of  April 2020; 

• At the payment of €5,500 there was a commission acceptance 

report which was signed by three members but not on the delivery 

note during the acceptance as required by the contract; and  

• In the other payment in the amount of €4,500 we have noticed 

that three delivery notes were from July 2019 whereas the invoice 

in 2020. Also, in these delivery notes there were receipts which 

were not accepted by three members of the commission.  

This had occurred after the commission in the receipt report had signed 

with the date of the invoice and not in the delivery note during the 

receipt of the woods. 

Impact The acceptance of goods in the complete absence of the members of 

the acceptance commission as defined in the contract increases the risk 

that the goods are not in accordance with the quantity and terms of the 

contract. 

Recommendation A1 The Mayor of municipality should ensure that upon the receipt of 

goods, respectively timber is done according to the terms of the contract 

and that no payment is made if the receipts are not signed by three 

members of the commission. 
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Issue A2 – Entering into liabilities without commitments of means 

Finding  The Financial Rule No. 01/2013 stipulates that first a purchase request 

must be made, then the funds must be committed, carry on with purchase 

order, then the receipt of goods or services is done and after receiving 

the invoice, the payment must be executed. 

During the testing in three payments for wood supply, we have noticed 

that the Municipality, respectively the schools had received or supplied 

wood in the amount of €34,000, but had committed and paid only the 

amount of €15,000. The difference of €19,000 shows that the Municipality 

was in liabilities to EO. Also for these supplies there was no invoice to 

report as an obligation to the Municipality to EO. 

This had occurred as a result of poor management of the wood supply 

contract. 

Impact Entering into liabilities as a result of poor management, without securing 

the necessary funds has affected the creation of liabilities which will 

burden the budget of the following year. 

Recommendation A2 The Mayor of municipality should ensure that requests and supplies 

are made only after the funds have been committed eliminating the entry 

into unplanned obligations. 
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Issue B2– Inadequate classification of expenditures 

Finding  Based on Financial Rule no. 01/2013/MF "On public funds expenditure" 

expenditures must have adequate codes, defined by the Administrative 

Instruction for the accounting plan, as well as with the Treasury 

accounting plan the relevant codes and categories of expenditures are 

defined that BOs must apply. 

During the testing of expenditures we have noticed that in one payment 

from the category of goods and services in the amount of €9,458, we 

noticed that the nature of the expenditure belonged to the category of 

capital investments. This payment was made for the renovation and repair 

of the school yard in Llopushnik. 

Due to these misclassifications there was a lack of budget in the 

respective categories. 

Impact Incorrect reporting or classification of data in the financial statements 

leads to misunderstanding of the financial activities of the Ministry, by 

overestimating/underestimating the economic categories. 

Recommendation B2 The Mayor of municipality should ensure that the necessary 

actions are taken so that the payment and registration of expenditures 

is done according to the appropriate economic categories, to enable their 

fair reporting in the AFS in accordance with the accounting plan.  
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2.1.3 Common Issues on certain economic categories    

The following common issues relate to economic categories such as: goods and services, 

and capital investments: 

Issue B3 – Avoidance of open procurement procedures 

Finding  Point 54.1 of the Operational Guideline for Public Procurement determines 

that “The Contracting authority may use the minimal value procedure for 

any public contract the estimated value of which is less than €1,000. By 

award of purchase orders with regard to minimal value procurement, the 

contracting authority shall ensure adequate competition, transparency and 

high effectiveness of the use of public funds. The Director of the 

Educational Institution is the person authorized to sign a minimal value 

contract in educational institutions” and “In calculating the contract value 

for the use of the minimal value procedure, the contracting authority 

shall take into account only a group of similar supplies, services or works, 

which are usually procured altogether and should not be divided for the 

purpose of using such a procedure. 

From the report of contracts signed for 2020, the municipality, similarly 

to the previous year, had signed 71 contracts through the procedure with 

a minimum value at the amount of €62,508. During the audit we have 

noticed that there were contracts for supplies and services of the same 

nature bypassing the open tendering procedures. 

The reasons behind for conducting separate procurement procedures is 

the lack of communication between the requesting units and the 

procurement during the preparation of the procurement plan. 

Impact Such practices increases the risk of not achieving value for money and 

undermines transparency, eliminates competition and calls into question 

the quality of services and products received. 

Recommendation B3 The Mayor should ensure that detailed planning is done and 

the requesting units are able to properly assess procurement requests. 
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2.1.4 Capital and non capital assets 

The presented amount of capital assets in the AFS is €36,362.407, non capital assets 

€261,740 and as well as stocks €531. We tested 45 samples for substantial and compliance 

tests in the amount of €1,305,688. 

Issue B4 – Weaknesses in registering of assets  

Finding  Based on the Regulation 02/2013 “Every budget organization must create 

and update the non-financial assets registry that it has in its management. 

The registry should be kept separately for each asset and in aggregate 

form according to the categories classified according to the accounting 

plan. 

During the testing of assets under €1,000, we have noticed that the value 

of assets presented in the AFS was €261,740. However, purchases from 

the MFMC sector, Social Welfare and the Directorate of Education are 

still not registered in the e-assets software and have no stock value. 

Despite last year's recommendation this issue remains the same, the 

municipality has not yet functionalized the controls for the registration of 

assets. 

Impact Weaknesses in the complete registration of assets, not including all 

purchases, make it difficult to identify assets to confirm their existence, 

origin and ownership. This also results in an understatement of assets 

presented and disclosed in the AFS. 

Recommendation B4 The Mayor should ensure that the requirements related to the 

registration and maintenance of assets should be applied in full, through 

the e-assets system to register all inflows/outflows of movable property 

(with values under €1,000) for all municipal units. 
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2.1.5 Receivables 

The BO in the AFS of  2020 has disclosed receivables in the amount of €2,029,219. This 

amount consists of property tax €1,152,178, municipal tax on businesses €595,807 and the 

use of municipal property €281,234. 

Issue B5- Inefficient management of receivable accounts 

Finding  The Municipality has disclosed receivable accounts (RA) in the 2020 AFS 

in the amount of €2,029,219. This value consists of property tax, municipal 

business tax and utilization of municipal property. 

The Municipality does not have a plan for the collection of receivable 

accounts from its debtors. As a result, receivables are constantly 

increasing causing difficulties in their collection. In 2020 we have an 

increase of €101,273 or 5% compared to the previous year (€1,927,946). 

The biggest impact on this increase was from the property tax.  

For the property tax receivables, the Municipality, after distributing the 

invoices, had selected the debtors with debts over €300 and sent the 

paper works with receipts, most of them were not in Kosovo and as such 

remained unpaid. 

Impact The lack of mechanisms and efficiency for debt collection from debtors 

can cause problems in fulfilling the expenditure plan, whereas their age 

increasingly reduces the likelihood that debts will be collected. 

Recommentation B5 The Mayor should ensure that all possible options are actively 

considered, thrugh the establishment of policies, regulations and other 

mechanisms in order to increase the efficiency in collection of receivables. 

Furthermore, all measures should be reviewed in accordance with the law, 

against debtors who do not fulfill their obligations. 
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3 Summary on budget planning and execution  

We have taken into account the sources of budget funds, spending of funds and revenues 

collected by economic categories. This is highlighted in the following tables and charts: 

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

Description 
Initial 

Budget  

Final 

Budget4 

2020 

Outturn 

2019 

Outturn 

2018 

Outturn 

Sources of Funds   9,045,190 10,452,433 9,126,590 7,382,222 7,591,432 

Government Grant -Budget 8,582,846 8,968,242 8,195,883 7,039,851 7,215,850 

Funding through borrowing - 161,451 108,909 14,041 69,961 

Carried forward from previous 

year5 
- 832,368 704,644 204,378 158,748 

Own Source Revenues 6 462,344 462,344 109,655 123,952 146,873 

External donations - 28,029 7,500 - - 

The final budget is higher than the initial budget by €1,407,243. This increase is as a result 

of increase of government grant €385,396, borrowing €161,451, own source revenues from 

last year €832,368 and donations €28,029. 

In 2020, the Municipality had spent 87% of the final budget or €9,126,590, with an increase 

of 6% compared to 2019. Explanations on how the budget was executed according to the 

categories are given in the following table. 

 

 

 

 

 

 
4 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry 

of Finance 
5 Own Source Revenues unspent in previous year carried forward into the current year. 
6 Receipts used by the entity for financing its own budget. 
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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 
9,045,190 10,452,433 9,126,590 7,382,222 7,591,432 

Wages and Salaries 4,586,095 4,711,011 4,709,414 4,458,302 4,469,699 

Goods and Services  938,908 1,468,347 1,049,184 773,014 814,867 

Utilities 130,000 121,037 115,230 120,305 105,151 

Subsidies and Transfers 160,000 756,092 599,234 167,050 44,020 

Capital Investments 2,550,430 3,395,945 2,653,529 1,863,551 2,157,695 

Reserves 679,757 - - - - 

Chart 2 Expenditures by economic categories 
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Chart 3 Expenditures by economic categories for the year 2020 
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Revenues generated by the municipality in 2020 were in the amount of €253,217. They 

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

rental revenues, etc. 

Table 3. Revenues (in €) 

Description  
Initial  

Budget 

Final 

Budget  

2020 

Receipts 

2019 

Receipts 

2018 

Receipts 

Taxed revenues 258,140 258,140 138,333 182,928 170,152 

Non taxed revenues 204,204 204,204 114,884 170,579 179251 

Total 462,344 462,344 253,217 353,507 349,402 

The total of revenues collected reflects the situation created during 2020, where we have 

a decrease in revenue collection compared to last year and the previous year. In this year, 

revenues compared to 2019, were lower by 28% or by €100,290. 

4 Progress in implementing recommendations  

The audit report on the 2019 AFS resulted in 15 main recommendations. The municipality 

had prepared an Action Plan outlining how it will implement given recommendations. 

By the end of the 2020 audit, 9 recommendations have been implemented, 5 implementation 

did not start and one is not appplied any longer, as it is presented in the Chart 4 below. 

For a more complete description of the recommendations and how they have been 

addressed, see table 4.  

Chart 4. Progress in the implementation of 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 AFS The Mayor of Municipality should ensure that 

all necessary actions are taken so that 

requests are planned and categorized 

according to an adequate budget allocation. 

If the budgeted projections of the budget do 

not coincide with the nature of the 

expenditure and the needs of the 

municipality, the funds should be reallocated 

in order to provide funds for the regular 

payment of expenditures. 

Also in 2020 

we have 

identified 

misclassicati

ons of 

expenditures. 

See B2 

Implement

ation has 

not 

started. 

2 Revenues The mayor of Municipality should increase 

the controls over the issuance of  use of 

municipal property by evaluating all 

contracts, as well as taking measures to 

collect uncollected revenues. Furthermore, 

the Mayor must ensure that the issuance of 

these properties for use is done according 

to the law requirements on use and 

exchange of municipal immovable property 

Also this 

year we 

have not 

noticed that 

the contracts 

have been 

renewed. See 

B1 

Implement

ation has 

not 

started. 

3 Revenues The mayor should ensure that the evaluation 

process of public auctions is done by the 

full composition of the commission for the 

evaluation of real estate bids, as well as to 

create conditions for potential bidders not 

to withdraw from the competition. 

We have not 

noticed such 

cases. 

Implement

ed. 

4 Revenues The mayor should establish controls by 

appointing an official responsible for 

following the rules of the central level, and 

that the same are harmonized with the 

internal municipal regulations, and to initiate 

timely amendment of municipal regulations 

by forwarding them for approval to the 

relevant bodies. 

We have not 

noticed that 

there were 

such cases. 

Implement

ed. 
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5 Revenues The Mayor should ensure that the legal 

requirements for timely deposit of collected 

revenues in the bank account will be 

implemented, through the cash register by 

the competent officials. 

Management 

had started 

timely 

depositing of 

cash from 

the cash 

register. 

Implement

ed. 

6 Wages 

and 

salaries 

The mayor should take appropriate actions 

in assessing the situation and ensure that 

the employment is done following the 

competition criteria. 

Recruitment 

procedures 

according to 

the new 

audit 

methodology 

have not 

been 

addressed 

this year. 

Not 

applicable 

any 

longer 

7 Wages 

and 

salaries 

The mayor of municipality through the 

personnel manager should ensure that the 

staff of the health directorate complete the 

evidence of work experience to establish a 

legal basis for the execution of the 

allowance based on experience. 

Management 

had taken 

action by 

signing the 

decisions. 

Implement

ed. 

8 Goods 

and 

services 

The mayor should ensure through the 

procurement manager that a complete 

process of procurement procedures is 

applied in accordance with the legal 

requirements in force by taking the 

necessary actions, withdrawing the tender 

security for non-serious bidders. 

We have not 

noticed 

similar cases. 

Implement

ed. 

9 Subsidies 

and 

transfers 

The mayor should ensure that in case of 

public announcement/call the criteria are 

set and that in case of selection of 

beneficiaries of subsidies to reward only 

those who have met all the requirements. 

We have not 

noticed 

similar cases. 

Implement

ed. 

10 Capital 

investment

s 

The Mayor should ensure that the drafting 

of executive projects is carried out before 

the initiation of procurement procedures. 

We have not 

noticed such 

cases. 

Implement

ed. 
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11 Capital 

investment

s 

The Mayor should ensure that in 

procurement procedures, the criteria are set 

according to legal requirements proving the 

suitability of economic operators. 

For this, the 

tender 

dossier had 

required the 

confirmation 

from the 

court. 

Implement

ed. 

12 Capital 

investment

s 

The Mayor of Municipality should ensure that 

the practice of terminating contracts is 

stopped without the follow upof legal 

procedures and criteria. Furthermore, the 

appropriate level of communication between 

departments should also be ensured in 

order to meet the objectives of the 

municipality in addition to respecting of laws. 

This year 

there was no 

unilateral 

termination 

of contracts. 

Implement

ed. 

13 Common 

issues 

The Mayor should ensure that detailed 

planning is done and the requesting units 

are able to properly assess procurement 

requests. 

Also in this 

year we 

have cases 

of minimum 

value 

contracts. 

See B3 

Implement

ation has 

not 

started. 

14 Capital 

and non 

capital 

assets 

The Mayor should ensure the drafting of 

internal rules and procedures for the 

recording, safekeeping and disposal of non-

financial assets as required by Regulation 

02/2013 and the requirements related to 

the registration and maintenance of assets 

should be applied in full, all inflows/outflows 

of movable property (with values under 

€1,000) for all municipal departments are 

registered through the e-assets system.  

Also in this 

year we 

have the 

same issue 

as last year. 

See B4 

Implement

ation has 

not 

started. 

15 Receivable

s 

The Mayor should ensure that all possible 

options are actively considered, by 

establishing policies, regulations and other 

mechanisms wuith the aim to increase the 

efficiency of the collection of receivables. 

Furthermore, all measures should be 

considered in accordance with the law, 

against debtors who do not fulfill their 

obligations. 

Also this 

year we 

have an 

increase in 

receivable 

accounts. 

See B5 

Implement

ation has 

not 

started. 
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No Audit area Recommendations of 2020 

1 Revenues The mayor should increase controls over the allocation of municipal 

property by evaluating all contracts. At the same time, to ensure that 

the transfer of these properties for use is done according to the law 

requirements on use and exchange of municipal immovable property. 

2 Goods 

and 

services 

The Mayor of municipality should ensure that upon the receipt of goods, 

respectively timber is done according to the terms of the contract and 

that no payment is made if the receipts are not signed by three members 

of the commission. 

3 Goods 

and 

services 

The Mayor of municipality should ensure that requests and supplies 

are made only after the funds have been committed eliminating the 

entry into unplanned obligations. 

4 Goods 

and 

services 

The Mayor of municipality should ensure that the necessary actions 

are taken so that the payment and registration of expenditures is 

done according to the appropriate economic categories, to enable 

their fair reporting in the AFS in accordance with the accounting plan. 

5 Common 

issues 

The Mayor should ensure that detailed planning is done and the 

requesting units are able to properly assess procurement requests. 

6 Capital 

and 

noncapital 

assets 

The Mayor should ensure that the requirements related to the 

registration and maintenance of assets should be applied in full, through 

the e-assets system to register all inflows/outflows of movable property 

(with values under €1,000) for all municipal units. 

7 Receivable

s 

The Mayor should ensure that all possible options are actively 

considered, thrugh the establishment of policies, regulations and other 

mechanisms in order to increase the efficiency in collection of 

receivables. Furthermore, all measures should be reviewed in accordance 

with the law, against debtors who do not fulfill their obligations.  

Signatures: 

Besnik Osmani, Auditor General  

Astrit Bllaca, Head of Audit  

 

Etika Co L.L.C, (Fatmir Mehmeti, authorized person in charge of the company)  
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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 7 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 authorities8. 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). 

 
7 Financial statements in the public sector include also the statement(s) of budget execution 
8 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: 

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


