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1      Audit Opinion 
 

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

on 31 December 2021 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. 
 

 

Qualified Opinion on Annual Financial Statements 

 
We have audited the annual financial statements of the Municipality of Zvecan, 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 2021. 

 
In our opinion, except for matters mentioned in the Basis for Qualified Opinion section of our report, 

the annual financial statements of Municipality of Zvecan give a true and fair view in all material 

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

accounting. 
 

 

Basis for Qualified Opinion 

 
B1. In 2021, the Municipality did not manage to record the non-financial assets in the assets 

accounting register (KFMIS). The unrecorded assets are public buildings and lands. This issue has 

been addressed in the last year’s audit and needed recommendations were given, nonetheless, no 

actions have been taken in this regard. The Municipality presented the problems on recording of 

property and other administrative issues. Thus, assets presented in the Municipality’s AFS for the 

year ended at 31 December 2021 were not presented in a true and fair view. In addition, the 

Municipality has not commenced the recording of assets under €1,000 and has not disclosed them 

in the AFS. 

 
For more details, see sub-chapter 2.1 Issues with impact on the audit 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. 
 
 
 

 
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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Audit Conclusion on Compliance 

 
We have also audited the Municipality of Zvecan’s management compliance with the established 

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

resources. 

 
In our opinion, except for the matters described in the Basis for Compliance Conclusion section, 

transactions carried out in the process of execution of 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 the Conclusion 

 
A1. In 2021 the Municipality of Zvecan proceeded with electricity payments from the economic 

category Subsidies and Transfers, which belong to the category of Utilities. A total of seven (7) 

payments in the amount of €6,668 were made. 

 
A2. On January 19, 2021, the Municipality of Zvecan signed the Agreement on the provision of 

mobile telephony services, which was concluded for a period of 36 months, in the total amount of € 

29,412. The contract was signed bypassing procurement procedures. During 2021, a total of 12 

payments were made in the amount of € 11,627. In addition to signing contracts without procurement 

procedures, the municipality does not have an internal rulebook on mobile telephony costs. 

 
B2. The Municipality does not collect revenues from property tax and construction permits yet and 

it has not adopted an internal regulation on taxes, tariffs, fees and charges for the provision of public 

services to citizens. 

 
For more details, see sub – chapter 2.2 Issues with impact on compliance conclusion 

 
We conducted our audit in accordance with International Standards of Supreme Audit Institutions 

(ISSAIs). Our responsibilities under those standards are further described in the Auditor’s 

Responsibilities for the Audit of the Financial Statements section of our report. NAO is independent 

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

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

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

 

Responsibilities  of  Management  and  Those  Charged  with  Governance  for  the  Annual 

Financial Statements 

 
The Mayor 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 of Zvecan’s financial reporting 

process.
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Management’s Responsibility for Compliance 

 
Zvecan Municipality’s Management is also responsible for the use of the Municipality’s financial 

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

other applicable rules and regulations.3 

 

 

Auditor General’s Responsibility for the audit of AFS 

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

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

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

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

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

the aggregate, they could reasonably be expected to influence the economic decisions of users taken 

on the basis of these financial statements. 

 
Our objective is also to express an audit opinion on compliance of respective authorities of the 

Zvecan’s Municipality 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 Municipality of Zvecan’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. 
 

 
 
 
 
 

3 Collectively referred to as compliance with authorities
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We communicate with management and those charged with governance regarding, among other 

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

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

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

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

audit matters. The audit report is published on the NAO’s website, except for information classified 

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

During the audit, we have identified that the internal control system of the Municipality of Zvecan 

needs improvement in certain areas. Areas for possible improvements are as follows: the necessary 

correction of financial information presented in annual financial statements; collection of revenues 

from property tax and construction permits, recording of Municipal property (public buildings and 

lands) in KFMIS; recording of non-capital assets under €1,000 in E-assets; implementation of 

contracts through procurement procedures; and provision of internal audit services to IAUs.  These 

are presented for your consideration below in the form of findings and recommendations for which 

immediate actions to prevent further damage to the Municipality’s budget are needed. 

 
This report comprises ten (10) recommendations of which four (4) are new recommendations, five 

(5) repeated and one (1) partly repeated. 

 
For the status of previous year’s recommendations and the extent of their implementation see 

Chapter 4. 
 
 

2.1 Issues with impact on audit opinion 
 

Issue B1 -  Untrue assets register and disclosures in the AFS 

 
Finding Regulation MoF – No. 02/2013, on Management of Non-Financial Assets by 

Budget Organizations, Article 6, requires that each budget organization shall 

put in place and update a register of non-financial assets under its 

management. The register should be maintained separately for each property 

and summarized according to the classified categories based on the chart of 

accounts. The regulation defines that capital assets must be recorded in 

KFMIS, whilst non – capital assets must be recorded in the E-assets. 

 
In 2021, the Municipality did not manage to record the non-financial assets in 

the assets accounting register (KFMIS). The unrecorded assets are public 

buildings and lands. This issue has been addressed in the last year’s audit 

and needed recommendations were given, nonetheless, no actions have been  

taken  in  this regard.  The  Municipality presented  the  problems  on recording 

of property and other administrative issues. Thus, assets presented in the 

Municipality’s AFS for the year ended at 31 December 2021 were not 

presented in  a  true  and  fair  view.  In  addition,  the  Municipality  has  not 

commenced the recording of assets under €1,000 and has not disclosed them 

in the AFS. 

 
According to Municipal officers this is a result of the Municipality of Zvecan 

being relatively new in the Kosovo system and one of the Municipalities 

preceded by the UNMIK administration and handover of the inherited property 

has never taken place. The Municipality of Zvecan does not have sufficient 

human resources and experts who can assess and register the inherited 

property.
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Impact                       Failure to record all assets makes it difficult for the Municipality to successfully 

manage and use the assets, in order to take rational decisions that would be 

in the interest of all citizens. Moreover, incomplete data and information in 

assets register result to an untrue presentation in the AFS. 

 
Recommendation B1            The Mayor should take measures to ensure that all assets over and 

under  €1,000 owned by the Municipality are recorded  in the respective 

registers in order provide a true and fair presentation of information in the AFS. 

In addition, he should ensure that the e-asset system has been put in place. 
 

 

Response of entity’s management (agree) 
 
 

2.2 Issues with impact on compliance conclusion 
 

Issue A1 – Misclassification of expenditure 

 
Finding Financial  Rule  No.  01/2013/MF  –  Public  Funds  Expenditure,  Article 18, 

section 3 stipulates that expenditures should have the adequate codes, as 

defined under the Administrative Instruction for the chart of accounts. The 

Treasury’s chart of accounts defines the respective codes and expenditure 

categories that BOs should apply. 

 
The Municipality of Zvecan proceeded with electricity payments from the 

category of Subsidies and Transfers, which belong to the category of Utilities. 

A total of seven (7) payments in the amount of €6,668 were made. In the 2020 

audit report this issue was addressed as Emphasis of Matter in order for the 

Municipality to pay attention to its improvement. 

 
This issue occurred due to lack of adequate internal control that aims to define 

the problem and show the management the need for immediate elimination 

of irregularities. 
 

 

Impact                       Payments done under an inadequate category have a negative impact on the 

classification of expenditure in the Municipality Financial Statements and as 

such provide untrue information for the users of the AFS. 

 
Recommendation A1           The Mayor should ensure that all actions are taken to ensure that 

expenditures are planned in the appropriate budget allocations or 

reallocations and that payments expenditure records are made in accordance 

with the relevant economic codes. 
 

 

Response of entity’s management (agree) 
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Issue A2 – Departure from procurement procedures 

 
Finding Financial  Rule  No.  01/2013/MF  on  Public  Funds  Expenditure,  Article  4, 

stipulates that procurement is an essential element for the expenditure of 

public funds, whilst Article 21 stipulates purchases that do not require a 

procurement process, such as: salaries; expenditures paid with petty cash; 

advance money for trips; utilities; subsidies and transfers; and 

interdepartmental transactions. 

 
On 19 January 2021, the Municipality of Zvecan entered into the contract for 

the provision of mobile services which was concluded for a period of 36 

months, with a total price of €29,412. The contract was entered into by 

overlooking the procurement procedures. During 2021, a total of 12 payments 

in the amount of €11,627 were made. In addition to contracts entered into 

without conducting procurement procedures, the Municipality does not have 

an internal regulation on mobile services expenditures. 

 
The abovementioned shortcoming is due to poor operation of internal controls. 

 
Impact                       Failure to implement the procurement procedures reduces transparency of 

public funds expenditure and due to lack of  competition it may lead to 

additional and uncontrolled costs. 

 
 

Recommendation A2           The Mayor should ensure to review the contract legal basis and to act 

in accordance with the provisions of the Law on Public Procurement and 

LPFMA for all expenditures that require procurement procedures in 

compliance with the rules. 
 
 
 

 

Response of entity’s management (agree) 
 
 
 
 

Issue B2 - Failure to implement the law on revenue collection (property tax) 

 
Finding Law no. 06/L-005 on Immovable Property Tax, article 2, stipulates that each 

budget organisation should collect the property tax revenues. In addition, Law 

no.04/L-110 on Construction, Articles 1 and 2, defines the purpose of issuance 

of construction permits. 

 
The Municipality has not collected revenues from property tax and 

construction permits and has not adopted an internal regulation for taxes, 

tariffs, fees and charges for the provision of public services to the citizens. 

 
This occurred because the Municipality has not established law enforcement 

policies and has not undertaken any concrete actions to collect the revenues 

generated from these activities,  which  have  a  significant  impact  on  the 

Municipality’s budget.
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Impact                       Failure to implement the laws and regulations on collection of revenues from 

of property tax, construction permits, fees and other municipal taxes reflects 

the neglect to implement the legal requirements in this area. This increases 

the risk of failure to adhere to the applicable laws, reduces the level of 

revenues and the chances to fund these projects from this source of revenues. 

 
Recommendation B2           The Mayor should ensure the implementation of laws on revenue 

collection which aim to implement all legal requirements and enhance the 

quality of services to citizens. The Mayor should also initiate drafting the 

internal regulation on all taxes, tariffs, fees and charges on utilities. 
 

 

Response of entity’s management (agree) 
 
 
 
 
 
 

2.3 Findings on financial management and compliance issues 
 

2.3.1   Internal controls over financial reporting 
 

Issue A3 – Weaknesses in the preparation of the AFS 

 
Finding Regulation   No.   01/2017   on   Annual   Financial   Reporting   of   Budget 

Organisations and International Public Sector Accounting Standards - 

Financial reporting under the cash basis of accounting. 

 
In the Annual Financial Statements we found the following errors: 

 
- Article 13, Report on cash payment and receipts – Expenditures 

amounted to €6,000 funding through borrowing, were presented as 

other revenues; 
 

 

-  Article 14, Report on Budget Execution, first entry in the final budget 

column, Note no.11 according to KFMIS – revenues from donations 

were not presented in the amount of €14,456; 
 

 

- Article 14.6, Disclosure of initial and final budget allocations – in the 

category of allocations inflow in the designated donor grants according 

to KFMIS – the amount of €14,456 was not presented. In addition, in 

the allocation outflow category, there was no difference between the 

initial and final budget, as a funding of own source revenues carried 

forward from the previous years, according to KFMIS it amount to 

€26,000 in the category of Subsidies and Transfers; 
 
 

-     Note 5. Subsidies and Transfers, the final budget was presented in 

the amount of €85,000, according to KFMIS it amounts to €124,000 
 
 

-  Note 10. Designated revenues – revenues from traffic police fines in 

the amount of €29,000 were presented, which should not have been 

presented in this note; and
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-    Note 13. Payments from third parties were presented in the amount of 

€14,400, according to KFMIS they should not have been presented at 

all. 
 
 

The preparation of the AFS by the Municipality was not done in compliance 

with the requirements of the Regulation no. 01/2017 on Financial Reporting. 

After identifying the errors and giving our recommendations the Municipality 

took actions (except for the matter of audit opinion) and made the necessary 

adjustments. The rectified version of the AFS was prepared in compliance with 

the requirements of the Organisations and International Public Sector 

Accounting Standards - Financial reporting under the cash basis of 

accounting, and meet all reporting obligations arising from the Legal 

Framework for reporting. 
 

 

The preparation of the AFS for the Municipality is challenging. The numerous 

issues that need to be rectified, as listed above, show that the internal control 

system remains at an inadequate level. 
 

 

Impact                       Untrue and incomplete presentation of financial and non-financial information 

in the AFS has led to inaccurate records and reduces the degree of reliability 

of the intended user. 

 
Recommendation A3           The Mayor should increase controls during the preparation of the AFS 

in order for the disclosures in the AFS in 2022 be free from administrative and 

accounting errors. The statement issued by the Chief Administrative and 

Financial Officer should not be signed unless all necessary controls according 

to AFS drafts are carried out. 

 

 
 

 

Response of entity’s management (agree) 
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2.3.2   Wages and Salaries 
 

The final budget for wages and salaries was €1,298,006.24, from which €1,277,699.33 or 98.44% 

were spent. The number of employees planned in the budget for 2021 was 368, whilst by the yearend 

it was 246, of which 25 are deputies of the Municipal Assembly. 

 
 

1 – Lack of evidence of work attendance 
 

Finding Regulation No. 12/2020 on Working Hours and Leave of Public Officials, 

Article 8 states that all public servants shall be present in the workplace during 

working hours. Each public servant shall be recorded in the attendance book 

or the electronic register. 

 

The Municipality has started the recording of the check-in/check-out of 

employees from work. The records are valid from June 2021 and are kept by 

the human resources office. The Municipality does not have an electronic 

system to keep records of the check-in/check-out at work for its employees, 

instead it uses lists where employees sign to record their presence at work. 

From the audited samples we found that in 22 cases employees did not sign 

in the check-in/check-out list during 2021. 

 
Ndikimi                 Poor control over staff management was due to lack of records for attendance 

of work which leads to the possibility of irregular or fictive payments for 

employees not respecting the working hours. 

 
Recommendation C1           The Mayor should undertake all necessary actions to ensure that 

officers are signed in the attendance list or in the electronic record, otherwise 

the inability to monitor their work attendance constitutes a disciplinary 

violation. 

 

 
 

 

Response of entity’s management (agree) 
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2.3.3   Goods and Services, and Utilities 
 

The final budget for Goods and Services, and Utilities was €333,265,93, of which €247,164 or 

74.16% were spent. These expenses are related to fuels, maintenance and repairs, furniture and 

equipment, stationaries under €1,000, contractual services etc. 
 
 

Issue B3 – Weaknesses in the management of official vehicles 

 
Finding MLGA Administrative Instruction No.2008/01 on the Use of Official Vehicles 

in Municipalities, Article 1 sets forth the purpose of using vehicles, whilst 

Article 2 sets forth the entitlement of the vehicles usage by filling in the travel 

documents as defined by the Transport Unit. Whilst, according to Law No. 

03/L-040 on Local Self Government, Article 12, the Municipal Assembly may 

adopt acts within their areas of its competences. 

 
In 2021, expenditures on fuels amounted to €15,748. The Municipality had 

prepared a draft regulation on the use of official vehicles, but the Municipal 

Assembly (MA) has not reviewed this regulation yet. Regarding the records 

of fuel expenses, the Municipality prepared reports on monthly fuel expenses 

incurred by the departments, but it does not have detailed data on each 

individual vehicle (no travel order, no reports on fuel expenses for travelled 

kilometres). 

 
This occurred due to lack of control over rules implementation set out in the 

administrative instruction. 
 

 

Impact                       Poor controls have resulted in weaknesses in relation to the management of 

official vehicles such as failure to fill in the travel orders and to report data on 

incurred expenditures, which may lead to irrational use of vehicles. 

 
 

Recommendation B3           The Mayor should ensure that vehicles usage and records on spent 

fuels is done according to AI, as well as adopt the draft regulation on the use 

of official vehicles. 

 

 
 

 

Response of entity’s management (agree)



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

14 

 

 

 
 

 

2.3.4   Subsidies and transfers 
 

The final budget for Subsidies and Transfers was €124,348, of which €98,477 or 79% were spent in 

2021. These expenses are related to subsidies for nonpublic entities in the amount of €95,977, 

financial assistance for the newborns in the Municipality of Zvecan, rehabilitation of buildings and 

property from natural disasters, as well as for public entities in the amount of €2,500. 

 

Issue A4 – Weaknesses in subsidizing NGOs 

 
Finding Regulation MF-No.04/2017 on Criteria, Standards and Procedures on Public 

Funding of NGOs, Article 12 - Every financial support for NGOs should be 

announced by public call. Article 22 of the same regulation - Provider of 

financial support enters into contract in written with beneficiary of financial 

support. Article 23, section 1 also of the same regulation, Monitoring and 

reporting of projects and programs stipulates that for each concluded contract, 

the provider of financial support designates a responsible official who should 

monitor the implementation of the project. 

 
By reviewing the documentation it has been confirmed that on 27 July 2021 

the Municipality of Zvecan has transferred funds in the amount of €2,000 for 

the funding of the NGO Association of the Disabled based on the decision of 

the Municipal Assembly approved on 26.05.2021. The funds were transferred 

without announcing a public call, as well as without concluding a contract with 

the beneficiary, further the NGO did not submit financial and narrative 

feedback reports. 

 
This occurred due to lack of adequate internal controls for adherence to 

procedures and monitoring of the subsidy process. 
 

 

Impact                      Non-transparent and uncontrolled allocation of subsidies, without monitoring 

the implementation process and without reporting, increases the risk for the 

budget funds to be allocated and spent contrary to the goals of the 

Municipality. 

 
Recommendation A4           The Mayor should take actions in compliance with the Regulation for 

Public Funding of NGOs, with emphasis on reporting beneficiaries on the 

spending of the public funds. 

 

 

 

Response of entity’s management (agree)
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Issue B4 – Poor monitoring of subsidies 

 
Finding Articles 8 and 9 of the Regulation on allocation of municipal subsidies, which 

was approved in 2015, set forth the requirements for granting of subsidies 

which must contain: documents evidencing permanent residency in the 

Municipality of Zvecan (photocopy of ID card or certificate from competent 

authority), an application with a detailed explanation of the need to obtain a 

subsidy, evidence clearly proving the claims in the application, etc. 

 
The regulation on subsidies did not set forth clear criteria on monitoring of 

subsidies by the Municipality or confirm that the granted subsidies have been 

spent for the intended purpose. However, decisions made by the Mayor oblige 

the beneficiary to submit, within 30 days, a report proving the purpose funds 

have been spent on. 

 
In none of the five examined cases were there any reports from beneficiaries 

on how they spent the subsidies they were granted. 

 
This occurred due to lack of adequate controls for the evaluation and 

monitoring of the subsidized projects. 

 
Impact                        Poor monitoring of subsidies and failure to establish clear criteria in the 

regulation lead to failure to fulfil the purpose the subsidies have been granted 

for. 

 
Recommendation B4           The Mayor should ensure that the regulation on subsidies is updated, 

as well as strengthen controls to ensure effective monitoring of the use of 

funds allocated from the Municipal budget. 
 

 
 
 

Response of entity’s management (agree)
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2.3.5   Internal audit function 
 

Budget organisations are required to ensure that their operations and process are subject to internal 

audit. Internal audit assists the organisation to achieve its objectives by applying a systematic and 

disciplinary approach to business evaluation through the planning of audit work, by identifying and 

assessing the nature and level of risk associated with each activity of the organisation. 

 
Issue B5 – Failure to establish an Internal Audit Unit 

 
Impact                   Law  no.  06/L-021  on  Public  Internal  Financial  Control  and  the  GRK 

Regulation no.01/2019 on Establishment and Implementation of Internal Audit 

Function at the Public Sector Entity, articles 4 and 5 set forth the way of 

establishment and function of IAU. According to article 5, public sector entity 

which with a budget of less than three (3.000.000, 00€) million euro, should 

exercise internal audit function in other ways pursuant to paragraphs 1.2, 1.3 

and 1.4 of article 4 of this Regulation (establishing a joint IA unit; an agreement 

on ensuring internal audit service from a public sector entity; or by contracting 

a professional company according to the established criteria and with prior 

approval of MF). 

 
During 2020, the Municipality has not been subject to auditing, despite having 

sent a request to MLFT for internal audit services, neither has used other 

means of internal audit services as required by GRK Regulation no.01/2019, 

Article 4, through an agreement on ensuring internal audit service from a 

public sector entity to another entity with prior approval of Minister of Finance, 

or by contracting a professional company on conducting internal audit after 

approval of Minister of Finance. 
 

 

This is a recurrence from year to year as the Municipality does not express 

its readiness to put in place internal audit activities. 
 

 

Impact                       Lack of internal audit reports leads to repeated weaknesses in key internal 

control systems and the management may not be able to identify the control 

weaknesses and react on a timely manner to eliminate them. 

 
Recommendation B5            The Mayor should ensure that municipal operations are subject to 

internal audits in order to obtain an independent assessment on governance, 

risks and control processes management. 

 

 
 

 

Response of entity’s management (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 

Budget4 

 

2021 Outturn 
 

2020 Outturn 
 

2019 Outturn 

Sources of Funds 2,217,443 2,652,718 2,192,035 2,793,775 2,150,769 

Government Grant - 

Budget 

 

2,180,877 
 

1,983,685 
 

1,782,867 
 

2,321,528 
 

1,876,699 

Funding through 

borrowing 

 

0 
 

5,985 
 

5,985 
 

5,355 
 

0 

Development Trust Fund 0 547,248 388,783 437,892 241,327 

Carried forward from 

previous year 

 

0 
 

25,848 
 

0 
 

27,600 
 

26,393 

Own Source Revenues 36,566 36,566 0 1,400 6,350 

External Donations 0 53,385 14,400 0 0 

 

The final budget for 2021 was €2,652,718, compared to the initial budget it has increased by 

€435,275. This increase is a result of own source revenues increase from the previous year 

(€25,848), revenues from external donations (€53,385), transfers of funds from the Development 

Fund (€547,248) and loan financing (€5,985), while there was a reduction from the Government 

Grant by €197,192. 

 
In 2021, the Municipality spent 83% or €2,192,035 of the final budget, an improvement of 2% 

compared to 2020 (81%). Budget execution was influenced by the revenues of the Development 

Fund, which in 2021 were transferred in the amount of €547,248, of which €388,784 were spent on 

the implementation of capital projects for Municipality’s road infrastructure. Explanations for the 

current position are given in more details below: 
 

 

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

 
Description 

Initial 

Budget 

Final 

Budget 

2021 

Outturn 

 
2020 Outturn 

 
2019 Outturn 

Spending of funds by 

economic categories 

 

2,217,443 
 

2,652,718 
 

2,192,035 
 

2,793,775 
 

2,150,769 

Wages and Salaries 1,482,406 1,298,006 1,277,699 1,241,224 1,135,531 

Goods and Services 284,671 303,266 242,129 284,284 228,442 

Utilities 30,000 30,000 5,035 4,925 6,045 

 
 

 
4 Final budget – the budget approved by the Assembly and subsequently adjusted for by the Ministry of Finance
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Subsidies and 

Transfers 

 

85,000 
124,348 

 

98,477 
 

337,492 
 

72,465 

Capital Investments 335,366 897,097 568,694 925,850 708,287 
 

Explanations for changes in budget categories are given below: 
 

 The final budget for Wages and Salaries was €1,298,006, compared to the initial budget it 

decreased by €184,400, which was spent at 98%. Whilst from the total external donations 

the amount of € 20,307 was not spent. 
 

 The final budget for Goods and Services and Utilities was €333,266, an increase of €18,595 

compared to the initial budget, €247,164.20 or 74% were spent.  Of the Government Grant 

€247,164 were spent, own source revenues €36,566 and €18,594.93 from the final budget 

of external donations have remained unspent. 
 

 The final budget for Subsidies was €124,348, an increase of €39,348 compared to the initial 

budget, and €98,477 or 79% was spent. The final budget for Subsidies increased by €25,848 

from own source revenues carried forward from 2020. Execution of the final budget compared 

to 2020 was reduced by €239,015. This was as a result of the final budget being higher in 

2020 due to pandemic management (COVID 19). 
 

 The final budget for Capital Investments was €897,097, an increase of €561,731 compared 

to the initial budget. The final budget was as a result of: €547,248 from Development Trust 

Fund and €14,483 from external donations. €569,694 or 63% of the final budget were spent, 

that is 39% less than in 2020. Funds from Municipal Development Fund were spent at 

€388,783 for these infrastructure works: “Reconstruction and expansion of the sewerage 

network in Zvecan”, “Construction of potable water reservoir in Zvecan”, “Preparation of the 

technical and concept document and performance of expert supervision services-sewerage” 

and “Sewerage-Additional works for the reconstruction and expansion of the sewerage 

network in Zvecan”. 
 

 
 

As a result of the Covid-19 pandemic situation, the Municipality spent €5,985 for this purpose. 

Approval of these expenditures was made by the economic code (04) Funding through 

borrowing, “Economic Recovery Program” adopted by the Government under Program 

00098 was spent in the category of wages and salaries. 
 

 

The audit report on the AFS for 2020 for the Municipality of Zvecan has resulted in 9 

recommendations. The Municipality has prepared an action plan stating how all 

recommendations will be implemented.
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Chart 1. Expenditures by economic categories in 2021 

 

 
 

The Municipality for 2021 collected own source revenues totalled to €2,196, which are revenues from 

the Civil Registration Office and rent, but still does not collect revenues from property tax and 

construction permits. 

 
The Municipality has also generated indirect revenues from police fines amounted to €28,507. 

 
Table 3. Revenues (in €) 

 
 

Description 
 

Initial budget 
 

Final budget 

 

2021 
Receipts 

 

2020 
Receipts 

 

2019 
Receipts 

Total of revenues 36,566 36,566 2,196 2,293 1,762 

Non-tax revenues 36,566 36,566 2,196 2,293 1,762 
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No. Audit 

area 

Recommendations of 2020 Actions 

undertaken 

Status 

1 Revenues The  Mayor  should  ensure  that  all  legal 
requirements on revenues collection are 
implemented in order to enhance the quality 
of services to citizens. The Mayor should 
also initiate drafting the regulations on all 
taxes, tariffs, fees and charges on utilities. 

Situation remains Implementation 

the same as in 

the previous 

year. 

not started 

2 Revenues The Mayor should ensure that revenues are 
recorded under their respective economic 
codes, according to the Chart of Accounts. 

The Municipality Implemented 

took actions and 

implemented the 

NAO 

recommendation. 

3 Wages and The Mayor should take necessary measures The Municipality Partly 
Salaries to      ensure      that      employees      are   

 signed/recorded in  the  attendance  list  or 
electronic register. Otherwise, this situation 
would constitute violation of discipline. 

 

necessary 

actions and since 

June 2021 has 

started recording 

the work 

attendance of the 

employees. 

 

 

 
 

 

4      Progress in implementing recommendations 
 

By the end of our 2021 audit, three (3) recommendations have been implemented, five (5) were not 

addressed yet, one (1) was under implementation as shown in the following Chart 2. For a more 

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

recommendations table) 

 
Chart 2. Progress on implementation of prior year’s recommendations 

 

 
 

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

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

has taken the implemented



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

21 

 

 

 
 

 
   However, we 

found that not all 

employees are 

recorded/signed 

in the attendance 

list. 

 

4 Goods   and 
Services 
and Utilities 

The Mayor should ensure that the 
beneficiaries during the implementation of 
activities / projects adhere to the criteria set 
out in the contract. Controls should be 
implemented at all stages of project 
implementation  in  order  to  justify  public 
money expenditures. 

The Municipality 

took actions and 

implemented the 

NAO 

recommendation. 

Implemented 

5 Goods and 
Services 
and Utilities 

The Mayor should ensure that vehicles are 
used and records on spent fuels are kept in 
accordance with the AI. He should also 
prepare the draft regulation on the use of 
official vehicles. 

Situation remains 

the same as in 

the previous 

year. 

Implementation 

not started 

6 Subsidies 
and 
Transfers 

The    Mayor    should    ensure    the    full 
implementation of the regulation on 
subsidies, and the mechanisms on how 
subsidies will be monitored and managed. 
Controls over the allocation of subsidies 
should be strengthened to ensure effective 
monitoring of the use of funds allocated from 
the Municipal budget 

Situation remains 

the same as in 

the previous 

year. 

Implementation 

not started 

7 Assets The Mayor should take measures to ensure 
that all assets over and under €1,000 owned 
by the Municipality are recorded in the 
respective registers in order provide a true 
and fair presentation of information in the 
AFS. In addition, he should ensure that the 
e-asset system has been put in place. 

Situation remains 

the same as in 

the previous 

year. 

Implementation 

not started 

8 Outstanding 
liabilities 

The Mayor should strengthen controls over 
the management of received 
documents/invoices. To start with, he should 
ensure that an archiving book is put in place, 
where the documents/invoices received 
would be recorded and archived. 

The Municipality 

took actions and 

implemented the 

NAO 

recommendation. 

Implemented 

9 Internal 
Audit 

The  Mayor  should  ensure  that  municipal 
operations are subject to internal audits in 
order to obtain an independent assessment 
on governance, risks and control processes 
management. 

Situation remains 

the same as in 

the previous 

year. 

Implementation 

not started 

 

Vlora Spanca: Auditor General 

 
Zukë Zuka: Assistant Auditor General 

Blerim Kabashi: Head of Audit 

Nebojsha Ristić: Team leader 

Stana Dancetović: Team member 

 
Hysen Restelica: Team member
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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 5 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 authorities6. 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 
 

 

Unmodified opinion 

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

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

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

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

established for this class of transactions. It is also formulated if there is no limitation of scope or a 

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

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

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

 
The auditor should express an unmodified opinion if it is concluded that the financial statements 

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

 
 Mod if ications t o t he opinion  in t he audit or 
’s  r epor t  

 

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 
 

 
 

5 Financial statements in the public sector include also the statement(s) of budget execution 
6 Compliance with authorities: compliance with laws, rules, regulations, standards, or good practices.
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and/or non-compliance, or is unable to obtain sufficient appropriate audit evidence to conclude that 

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

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

 
-     Modified (qualified) 

-     Adverse, or 

-     Disclaimer 
 

 

Qualified opinion 

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

that equals or exceeds the level of materiality for the financial statements as a whole or (a) 

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

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

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

 

Adverse opinion 

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

that pervasively exceeds the level of materiality for the financial statements as a whole or  (a) 

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

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

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

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

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

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

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

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

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

statements; or 

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

statements. 
 
 

Disclaimer of opinion 

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

is material and pervasive. 

 
 Emphasis  of M at t er paragraphs and Ot her M att ers  paragraphs i n t he audit 
or’ 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. 
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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. 


