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To: Agron Llugaliu, Director General   

Address: Drejtoria e Doganës, Lagjja Kalabri, Rr. Rexhep Krasniqi Nr.1, Prishtinë, Republika e Kosovës 

1 Audit Opinion   

We have completed the audit of the financial statements of Customs of Kosovo 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 Customs of Kosovo (CK), 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 Customs of Kosovo 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. 

Conclusion on compliance 

We have also audited the Customs of Kosovo’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 CK’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. 

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

Statements 

Director General 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, Director General 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.       

Director General is responsible to ensure the oversight of the Customs of Kosovo’s financial reporting 

process. 

Management’s Responsibility for Compliance 

Customs of Kosovo’s management is also responsible for the use of Customs of Kosovo’s financial 

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

other applicable rules and regulations.3 

Auditor General’s Responsibility for the audit of AFS  

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

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

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

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

it exists. Misstatements can arise from fraud or error and are considered material if, individually or 

                                                      
3 Collectively referred to as compliance with authorities 
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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 Customs of Kosovo’s 

authorities with all applicable policies, rules and regulations as regards making use of financial 

resources of the auditee.  

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 Customs of Kosovo’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 for information classified 

as sensitive or other legal or administrative prohibitions in accordance with applicable legislation. 
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2 Findings and recommendations  

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

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

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

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

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

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

recommendations during next year’s audit.    

Chart 1. Type of findings by economic categories4  

 

We have also reviewed the status of previous year’s 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 Financial statements issues  

The Annual Financial Statements were properly prepared and managed, with exception of some 

misclassification issues, which are presented below.  

Issue A1– Inadequate classification of expenditures in economic category 

                                                      
4 Issue A and Recommendation A – means new issue and recommendation  

Issue B and Recommendation B – means repeated issue and recommendation  

Issue C and Recommendation C – means partly repeated issue and recommendation 
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Finding  Financial Rule No. 01/2013 Public Funds Expenditure, Article 13, par., 3, states 

that expenditures shall have their appropriate codes, set forth under the 

Administrative Instruction on Chart of Accounts. In addition, Article 11 of AI 

19/2009 on Chart of Accounts, requires from the CAO and CFO to ensure that 

all transactions are recorded into KFMIS according to the structure of the chart 

of accounts and classifications set out in this IA. 

While testing payments through court decisions, we found that in three 

samples of €85,715, payments were made for compensation of salaries and 

other benefits from the category of goods and services to suspended 

employees. These payments were made from code 14410 (expenses from 

court decisions) of goods and services, which by type belong to the category 

of wages and salaries, code 11900 (payment for court decisions). Treasury had 

followed the procedures required for these types of payments, asking the 

Customs on what category they could execute these court decisions from, and 

the answer was for the funds be taken in the code in which these payments 

were executed. 

This happened because CK did not plan funds in the payment code for court 

decisions in the category of Wages and Salaries. According to CK, so far all 

payments for court decisions have been planned and executed from budget 

code 14410 of Goods and Services.  

Impact Misclassification or payment of expenditures from inadequate economic 

category undermines budget spending as planned and leads to 

overstatement/understatement of the respective categories of expenditures, 

thus resulting in unfair presentation of Annual Financial Statements.    

Recommendation A1  The Director General should ensure that necessary actions are taken 

so that payments are planned in and executed from appropriate economic 

categories, in order to enable their fair presentation in the AFS, in accordance 

with the accounting standards and chart of accounts.   

Entity management response (Agree).  

2.1.2 Capital investments  

The final budget for Capital Investments was €1,419,252, of which €1,041,367 were spent in 2020. 

Those relate to intangible assets, software, and other IT and laboratory equipment. We tested 10 

samples of €€322,893 as part of substantive testing, and five samples of procurement procedures. 

Issue A2 – Performance security did not cover the entire contract duration  
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Finding  The Contract Notice and the Tender Dossier for the contract "Supply of 

equipment for assigning the octane and cetane number" defined the 

performance security’s amount of 10% of the contract value, for a validity 

period of 13 months.  

While testing the procurement procedures, we found that the performance 

security for the contract “Supply of equipment for assigning octane and 

cetane number” in the amount of €299,956, did not cover the deadline 

established in the Contract Notice and the Tender Dossier. Based on the date 

the contract was signed, the contract performance security remains valid for 

just 12 months and 12 days, 18 days less than what was required in the 

Contract Notice. 

This was due to delayed signing of the contract, whilst the performance 

security was made based on the date when the contract was expected to be 

signed by all parties. After our suggestions, CK made a request for extension 

of the deadline, but EO had not responded to the request with the justification 

of facing problems with the pandemic. 

Impact Lack of valid performance security for the period foreseen by the Contract 

Notice and the Tender Dossier may lead to a failure to fulfil the contract 

according to the foreseen terms. 

Recommendation A2  The Director General should ensure that the necessary actions are 

taken to extend the period of validity of the contract in order to ensure that it 

is implemented under the foreseen terms.  

Entity management response (Agree). 
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2.1.3 Capital and non-capital assets  

The value of capital assets presented in the AFS was €4,150,690, that of non-financial non-capital 

assets was €365,000, and of stock was €151,700. We tested six (6) samples of €1,356,334 as part of 

substantive and compliance testing, and six (6) general samples related to management of assets. 

Issue A3 – Poor management of non-financial assets and stocktaking 

Finding  According to Article 6, par., 3 of Regulation MF – N0. 02/2013 on Management 

of Non-Financial Assets of Budget Organizations, capital assets must be 

recorded in KFMIS, while the non- capital assets and stocks in the “e- assets” 

system. Further, according to Article 19, par., 4.7 of the same Regulation, a 

general report should be produced based on the individual reports of the 

Non- financial Assets Stocktaking Commission in the convenient time, before 

preparation of the annual financial statements. In addition, Article 20, states 

that the budget organization should evaluate the non- financial assets to 

verify the necessity for non-financial assets for the organization, physical 

situation and the possibility of being used by other units of the organization. 

During the asset management audit, we found the following: 

 KC does not have a complete asset register under €1000 in the “e-

assets” system. Evidence for non-capital assets under €1000 is kept in 

two separate registers. Non-capital assets purchased from 2018 

onwards are registered in the “e-assets” system (their value €165,734), 

whilst other assets (their value €199,265) that belong to earlier years 

(prior to 2018) are recorded in an internal "Inventory" system; 

 The Stocktaking Commission had completed the inventory report but 

it did not compare the stocktaking balance with the balance in non-

financial asset registers, as required prior to the preparation of AFS. 

Moreover, valuation of non-financial assets was not done despite the 

need for valuation, based on the situation and results according to the 

stocktaking report. 

According to CK, the reason for incomplete register of assets under €1000 in 

the “e-assets” system was due to delays in the transfer of all data by the MPA, 

which manages this software. While the reason for failing to reconcile assets 

registers and failure to valuate assets was due to pandemic circumstances, 

and of work with reduced staff. 
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Impact Failure to register all non-capital assets in the “e-assets” system, failure to 

compare the stocktaking report with asset registers, and failure to assess non-

financial assets lead to overstatement / understatement of asset information. 

This increases the risk of assets being misused, lost, or alienated and to unfair 

presentation in the AFS. 

Recommendation A3  The Director General should ensure that all non-financial assets under 

€1,000 are registered in the “e-assets” system in order to provide their true 

and complete presentation in the AFS. The Director General should also 

ensure that the Commission, after producing the stocktaking report, 

reconciles it with the asset registers before the AFS are prepared in order to 

assure that information disclosed in the AFS give a true view of the current 

position of assets owned by the organisation. When necessary, assets should 

be valuated based on the stocktaking report.    

Entity management response (Agree).  
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3 Summary on budget planning and execution  

We have considered the sources of budget funds, spending of funds and revenues collected 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   11,905,661 9,477,702 8,754,823 9,132,805 8,757,325 

Government Grant - Budget  11,405,661 9,277,135 8,677,987 8,883,723 8,757,325 

Revenues from PAK  500,000 200,567 76,836 249,082 0 

The final budget is lower than the initial budget by €1,262,994, as a result of the budget cut of 

€940,725 following budget review, and due to budgetary changes by Government decisions, in the 

amount of €322,269 

In 2020, KC spent 92% of the final budget or €8,754,823, an improvement of 4% compared to 2019. 

Explanations on 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 
11,905,661 9,477,702 8,754,823 9,132,805 8,757,325 

Wages and Salaries 6,048,075 5,933,072 5,933,072 6,206,248 6,152,323 

Goods and Services  3,074,211 2,020,961 1,686,590 2,011,941 1,821,889 

Utilities 183,375 104,417 93,795 109,088 102,579 

Capital Investments  2,600,000 1,419,252 1,041,367 805,528 680,534 

Explanations for changes in the budget categories are given below: 

 The final budget for Capital Investments was lower than the initial budget by €1,180,748. 

According to the initial budget of CK for 2020, in the tables of capital projects, Customs 

planned to implement 11 projects of €2,600,000. For four of the planned projects, no 

expenditures incurred during 2020 at all, whilst for the other two, their implementation was 

below 5%. The reasons behind failure to implement these projects were mainly due to Covid-

19 pandemic which had caused delays in the allocation of funds from the Treasury, thus 

                                                      
5 Final budget – the budget approved by the Assembly and subsequently adjusted for by the Ministry of Finance 
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resulting in delayed initiation of procurement procedures for these projects. Moreover, due 

to the pandemic, by a Government decision, projects related to the purchase of vehicles for 

public institutions were banned, and this had affected one of the projects of great value, 

scheduled to be implemented by CK in 2020. 

 The final budget for wages and salaries was changed compared to the initial budget, being 

lower than the one that was approved by €1,132,208. The decrease occurred at the end of 

the year, as a result of budget cuts based on the MoF document for closing the fiscal year 

2020. 

 The final budget for Goods and Services and utilities decreased by €1,132,208. This cut was 

as a result of the budget review and then the budget savings at the end of the year which 

had come as a result of reduced spending, influenced by the situation created by the Covid-

19 pandemic. Within the category of goods and services were included also Covid-19 

expenses in the amount of €11,698, which related to hygienic and medical supplies. These 

expenses were disclosed in CK’s AFS for 2020. 

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

 

Customs revenues planned by the Government of Kosovo with Law No. 07/L-001 on the Budget 

Appropriations for 2020 were €1,244,000,000. Meanwhile, with the revised budget Law No. 07/L-014, 

the estimated value of Customs revenues decreased to €1,084,000,000. Of these, CK managed to 

generate €1,052,525,263, whilst in net values, the collected amount was €1,050,869,892, or 97% of 

the planning (gross revenues €1,052,525,263 - €1,655,371 returns).  

Compared to last year, gross revenues have generally declined. In 2020, CK generated gross revenues 

of €1,052,525,263, which compared to 2019, total revenues decreased by €127,060,769 or 11%. 

According to the types of tax, compared to the last year, border revenues from value-added tax 

(VAT) were 10% lower, revenues from excise at the border were 8% lower, and revenues collected 

from customs duties were 22% lower. 

The decline was mainly due to Covid-19 situation, which directly led to the decline in revenue 

collection. State fiscal policies such as import tax exemptions for Kosovar producers on raw materials 

and all production inputs, the Stabilization and Association Agreement, and the Free Trade 

Agreement with Turkey have also had an impact on revenues.  

Table 3. Revenues (in €) 

Description 
Initial 

budget 

Final 

 budget 

2020 

Receipts 

2019 

Receipts 

2018 

Receipts 

Gross receipts 1,244,000,000 1,084,000,000 1,052,525,263 1,179,586,031 1,135,015,816 

Returns -5,000,000 -4,000,000 -1,655,371 -1,786,817 -4,231,318 

Net receipts  1,239,000,000 1,080,000,000 1,050,869,892 1,177,799,214 1,130,784,498 
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Table 4. Generated revenues and returns by economic codes over the last three years (in €) 

Description 
2020 

Receipts 

2019 

Receipts 

2018 

Receipts 

Excise at the border 397,791,382 430,799,977 403,472,321 

Internal Excise 280,768 4,696,218 15,430,848 

Customs duties on import 101,618,260 130,325,418 123,747,924 

Precaution Anti-Dumping 980,311 3,206,985 1,976,199 

VAT at the border - Customs 547,645,723 606,406,726 585,888,724 

Taxes and other customs duties  1,919,426 615,256 483,324 

Customs offences and penalties 479,218 940,820 1,000,812 

Court revenues -  unspecified 32,417 57,784 233,273 

Revenues from sale of goods 215,971 176,266 408,175 

Banderoles 359,538 369,333 357,265 

Fee Receipts for Judicial / Enforcement 

Decisions 
42,601 97,794 0 

Revenues after customs clearance 1,159,649 1,893,455 2,016,952 

Total of gross receipts 1,052,525,263 1,179,586,031 1,135,015,816 

Refund of Excise -464,254 -283,525 -3,410,461 

Refund of customs duties -362,885 -395,975 -207,704 

Refund of VAT - Customs -792,839 -818,272 -472,404 

Refund of other customs duties -35,394 -289,046 -140,749 

Total of returns -1,655,371 -1,786,817 -4,231,318 

Total of net receipts (gross - returns) 1,050,869,892 1,177,799,214 1,130,784,498 
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4 Progress in implementing recommendations  

Our audit report on 2019 AFS of CK resulted in five key recommendations.   

By the end of our 2020 audit, all recommendations have been implemented, as shown in the 

following Chart 4. For a more thorough description of the recommendations and how they are 

addressed, see Table 5 (or Table of recommendations).  

Chart 4. Progress in implementing prior year’s recommendations  

 

Table 5 Summary of prior year’s recommendations and of 2020 

No Audit Area Recommendations of 2019 Actions taken  Status 

1.  Revenues The Director General should ensure 

that all appropriate actions are taken 

to enable a correct evaluation process 

of customs declarations, trading 

description, reconciliation of 

documents with the factual 

situation/invoice, and equal treatment 

of businesses 

During this year's audit of 

revenue samples, we did 

not identify any errors in 

determining the customs 

value, therefore the 

recommendation can be 

considered implemented. 

 

Implemented 

2.  Wages and 

Salaries 

The Director General should ensure 

that all necessary actions are taken to 

update the employment contracts of 

customs officers in accordance with 

the applicable legislation 

During examination of 

samples for 2020, we found 

that the employment 

contracts of customs 

officials have been updated 

according to the relevant 

instruction. 

Implemented 

3.  Wages and 

Salaries 

The Director General should ensure 

that managerial positions are staffed 

According to the results of 

the 2020 audit, we found 

Implemented 
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through regular recruitments, so that 

management is more efficient and the 

organizational structure is completed. 

that the vast majority of 

vacancies have been filled 

according to the OS, and 

others are at the end of the 

process. As a result, the 

Recommendation is 

considered implemented. 

4.  Receivables The Director General should ensure 

that all possible options are being 

actively considered, the process of 

managing accounts receivable should 

be monitored more efficiently so that 

further growth is not allowed, and 

additional action should be taken to 

increase efficiency in collecting 

receivables. 

The recommendation is 

considered implemented, 

as KC has increased 

efficiency in collection of 

receivables, reducing their 

value significantly 

compared to last year. 

Implemented 

5.  Liabilities  The Director General should establish 

increased controls and increase 

responsibility measures to financial 

officials so that they report the 

obligations on a timely basis, in full 

and within the established legal 

deadlines.  

From examinations in the 

2020 audit, it has resulted 

that the liabilities have 

been reported on time and 

within the legal deadlines. 

 

 

Implemented 

No Audit Area Recommendations of 2020 

1.  Financial 

Statements 

matters 

The Director General should ensure that necessary actions are taken so that 

payments are planned in and executed from appropriate economic categories, in 

order to enable their fair presentation in the AFS, in accordance with the 

accounting standards and chart of accounts. 

2.  Capital 

investments 

The Director General should ensure that the necessary actions are taken to extend 

the period of validity of the contract in order to ensure that it is implemented 

under the foreseen terms. 

3.  Capital and 

non-capital 

Assets 

The Director General should ensure that all non-financial assets under €1,000 are 

registered in the “e-assets” system in order to provide their true and complete 

presentation in the AFS. The Director General should also ensure that the 

Commission, after producing the stocktaking report, reconciles it with the asset 

registers before the AFS are prepared in order to assure that information disclosed 

in the AFS give a true view of the current position of assets owned by the 

organisation. When necessary, assets should be valuated based on the stocktaking 

report. 
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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). 

Limitation of scope occurs when an auditor is unable to obtain sufficient appropriate audit evidence 

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

                                                      
6 Financial statements in the public sector include also the statement(s) of budget execution 
7 Compliance with authorities: compliance with laws, rules, regulations, standards, or good practices.  
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The auditor should express an unmodified opinion if it is concluded that the financial statements 

are prepared, in all material respects, in accordance with the applicable financial framework. 

Modifications to the opinion in the auditor’s report   

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

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

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

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

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

- Modified (qualified) 

- Adverse, or  

- Disclaimer 

Qualified opinion 

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

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

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

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

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

Adverse opinion 

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

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

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

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

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

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

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

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

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

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

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

statements; or 

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

statements. 
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Disclaimer of opinion 

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

is material and pervasive.  

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

If the auditor considers it necessary to draw users’ attention to a matter presented or disclosed in 

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

the financial statements, but there is sufficient appropriate evidence that the matter is not materially 

misstated in the financial statements, the auditor should include an Emphasis of Matter paragraph 

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

or disclosed in the financial statements. 

An Emphasis of Matter paragraph should: 

 be included immediately after the opinion; 

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

 include a clear reference to the matter being emphasised and indicate where the relevant 

disclosures that fully describe the matter can be found in the financial statements; and 

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

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

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

understanding of the audit, the auditor’s responsibilities or the auditor’s report, and provided this is 

not prohibited by law or regulation, this should be done in a paragraph with the heading “Other 

Matter,” or another appropriate heading. This paragraph should appear immediately after the 

opinion and any Emphasis of Matter paragraph. 


