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Executive Summary

Introduction

Deloitte Kosova Sh.p.k. conducted the audit of the annual financial statements of the Ministry
of Local Government Administration (“the Ministry “or “MLGA") for the year ended
December 31, 2016, on behalf of the National Audit Office (“NAQ”).

This report summarises the key issues arising from our audit of the 2016 Annual Financial
Report of the Ministry of Local Government Administration, which determines the Opinion
given by Deloitte Kosova sh.p.k. The examination of the 2016 financial statements was
undertaken in accordance with the International Standards on Supreme Audit Institutions.
Qur approach included such tests and procedures as we deemed necessary to arrive at an
opinion on the financial statements. The applied audit approach is set out in our External
Audit Plan! dated 3/28/2017.

Our audit focus (detailed in Annex 1) has been on:

Financial

The Annual Financial
Management and

Control

x CGovernance
Statements E

The level of work undertaken by us to complete the 2016 audit is a direct reflection of the
quality of internal controls implemented by the Management of the Ministry.

Opinion of the Auditor General

Qualified Opinion

The Annual Financial Statements present a true and fair view, in all material aspects, with the
exception of the effects of issues related to assets, set out in the paragraph "Basis for Qualified
Opinion”. For more details, please see Section 1.2. of this Report.

Annex Il explains the different types of Opinions applied by the National Audit Office.

We would like to thank the Minister and his team for their assistance during the audit
process.

_—
1'The term External Audit Plan replaces the term Audit Planning Memorandum




Key Conclusions and Recommendations

Qualified opinion reflects
weaknesses in controls to
confirm the assessment of the
property.

Although improvments were
noted in the Self Assessment

Process and Response to Prior
Year Audit recommendations,
they are still not being fully
addressed as required to ensure
organisational development and
further improvement

Budget execution in 2016 was
96%, which was in improvment
of 11% as compared to the prior

year

The Minister should analyse the
reasons for Qualified Opinion in 2016
and to identify further actions required
to enable a fair presentation of real
property in 2016 (see issue 7)

The Minister should implement a more
rigorous process to ensure that the
process of self-assessment and
recommendations of the previous year
are reported to management on a
regular basis (see issues 1,2 and 4)

We do not have recommendations in
this field.




1 Annual Financial Statements and other External
Reporting Obligations

Introduction

Our audit of the Annual Financial Statements (AFS) considers both compliance with the
reporting framework and the quality and accuracy of information recorded in the AFS. We
also consider the Declaration made by the Chief Executive Officer and Chief Financial Officer
when the draft AFS are submitted to the Government.

The declaration regarding presentation of the AFS incorporates a number of assertions
relating to compliance with the reporting framework and the quality of information within
the AFS. These declarations are intended to provide the Government with the assurance that
all relevant information has been provided to ensure that a comprehensive audit can be

undertaken.




1.1  Audit Opinion
Qualified Opinion

We have audited the financial statements of the Ministry of Local Government Administration
("the Ministry") for the year ended December 31, 2016, which comprise the Statement of Cash
Receipts and Payments, the Statement of Budget Execution and the explanatory notes
included in Annex V of this report.

In our opinion, except for the possible effects of the matters referred to in paragraphs of the
Basis for qualified opinion paragraph, the financial statements of the Ministry for the year ended
December 31, 2016 have been prepared in all material respects, in accordance with IPSAS
"Financial Reporting under the Cash basis of Accounting” and Law on Public Financial
Management and Accountability no 03/L-048 amended and supplemented by Law 03/1-221,
Law 04/L-116, Law 04/1-194 and Law 05/L-007.

Basis for Qualified Opinion

Register of capital assets. The total amount of assets as at December 31, 2016, presented in Note
19.3.1 “Capital Assets (over € 1,000)"” is Euro 348,531. Because the balance of Euro 7,024,860 of
assets presented in the annual financial statements of the year 2015 incorrectly included
capital investments made in municipalities, the Ministry undertook measures during 2016 to
make the appropriate adjustments. Nevertheless, even with the adjustments, we identified a
difference of Euro 59,150 between the balance presented in the financial statements and the
balance as per the assets transfer report. Consequently, we were not able to collect sufficient
appropriate audit evidence in relation to those adjustments made in the balance of capital
assets as at December 31, 2016.

Moreover, the results of the stocktaking process of capital assets, that could have supported
the accuracy of the aforementioned movements, are not updated entirely in the system.
Consequently, we were unable to determine whether any adjustments to the amounts
disclosed in note 19.3.1 and 19.3.2 and other related balances is necessary.

We conducted our audit in accordance with International Public Sector Accounting Standards
(IPSAS). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Ministry in accordance with International Ethics Standards Board for
Accountants Code of Ethics for Professional Accountants (IESBA Code) and with the ethical
requirements that are relevant to our audit of the financial statements in Kosova, and we have
fuifilled our other ethical responsibilities in accordance with these requirements. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our qualified opinion.




Emphasis of Matter - Basis of Accounting

We draw attention to “Declaration on Presentation of Financial Statements”, which describes
the basis of accounting. These financial statements are prepared to meet the requirements of
Law on Public Financial Management and Accountability no 03/L-048. As a result, these
financial statements may not be suitable for another purpose. Our opinion is not modified in
respect of this matter.

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

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with [PSAS "Financial Reporting under the Cash basis of
Accounting " and Law on Public Financial Management and Accountability no 03 /L-048
amended and supplemented by Law 03/L-221, Law 04/L-116, Law 04/L-194 and Law 05/L-
007. This responsibility includes designing, implementing and maintaining internal
control relevant to the preparation and presentation of financial statements that are free
from material misstatement due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Ministry’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Ministry or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Ministry’s financial
reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

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 the Basic
Principles and Guidelines on Auditing of the International Organization of Supreme Audit
Institutions (INTOSAI)s 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.

As part of an audit in accordance with INTOSAI s, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

e 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.

¢ 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 Ministry's internal
control.

* Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management.

* Conclude on the appropriateness of management’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt
on the Ministry’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events
or conditions may cause the Ministry to cease to continue as a going concern.

e 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.

We communicate with 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.

Detocte forsece

Deloitte Kosova Sh.p.k

Str. Lidhja e Pejés no: 177
Prishtina, Republic of Kosovo
Registration number: 80452632
June 28, 2017




1.2 Compliance with AFS and other reporting requirements

The Ministry is required to comply with a specified reporting framework and other reporting
requirements. We considered:

* Compliance with MoF Regulation n0.01/2017 on the Annual Financial Reporting of
Budget Organisations;

* Requirements of LPFMA no. 03/ L-048, as amended and supplemented with Law
no.03/L-221, Law no. 04/L-116 and Law no. 04/L-194;

¢ Compliance with Financial Regulation no. 01/2013;

¢ Compliance with Financial Regulation no. 02/2013;

e Action Plan on implementation of recommendations; and
® Reports for debts on arrears;

e Draft and final procurement plan

In the context of the AFS we have no issues to raise.

1.3 Recommendations for the first part of the report

Recommendation 1 The Minister should apply further controls that enable the management
of assets in accordance with the legal requirements.

2 Governance

2.1 Introduction

Effective governance arrangements are fundamental to Ministry for successfully managing
the challenges it faces and ensuring that service delivery is optimised for the benefit of
taxpayers and other service users.

A key tool supporting effective Governance is the implementation of audit recommendations
as this demonstrates that Management are seeking to develop existing processes and controls,
Similarly the self-assessment checklist completed by all Budget Organisations provides a
framework for developing enhanced Governance arrangements. It is important that the
answers provided by an individual budget organisation are supported by appropriate
evidence.
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2.2 Overall Governance Conclusion

In 2016, the Ministry used 96% of its final budget, an improvement of 11% compared to the
previous year. This shows a positive trend in the budget management.

There are number of governance weaknesses within the Ministry, as detailed in section 2.3 -
2.6 below. Regarding external and internal audit recommendations, the Ministry has prepared

an action plan for them.

2.3 Progress in the Implementation of Prior Year
Recommendations

The audit report for AFS of the year 2015 of the Ministry resulted in 10 key recommendations.
The Ministry had prepared an Action Plan stating how to implement the recommendations.

By the end of our audit for 2016, 4 recommendations have been implemented and 6 are under
implementation. For a more complete description of the recommendations and how they are
addressed, see Annex III.

Issue 2 - Addressing Prior Year Audit Recommendations - Medium Priority
Finding Only a part of last year’s recommendations are implemented by MLGA.

Risk The continued weakness of risk management controls and other
controls in financial systems have resulted in ccontinuous inaccuracies
in the presentation of capital and non-capital assets.

Recommendation2  The Minister should ensure that the action plan is implemented and
considered, which sets out a timetable for implementing the
recommendations made by the auditor, with the identified responsible
staff, and focusing initially on the most important areas.

(|



24 Self-Assessment Checklist of FMC components

The Ministry of Finance has produced a detailed self-assessment checklist for Budget
Organisations to support effective governance arrangements. For all audits we undertook we
have tested the quality of FMC self-assessment submissions made to the Ministry by assessing
one key question in each component of the checklist. This is not intended to give a
commentary on the quality of the whole self-assessment questionnaire submission but will
provide a ‘snapshot’ across a number of key questions to support the Ministry of Finance in
its attempts to increase the effectiveness of the process and develop the FMC system as a

whole.

Issue 3 -Self Assessment Checklist - High Priority

Finding

Risk

Recommendation 3

As part of our audit, we have reviewed four key questions of self-
assessment questionnaire regarding the components. For the reviewed
questions we have found that with regard to the reconciliation of capital
assets as per SIMFK and fixed assets register, MLGA replied that it is
done on yearly basis, but the evidences we have been given do not fully
support this conclusion.

Poor governance arrangements weaken strategic and operational
processes and reduce the quality of services provided to citizens
through inefficient and ineffective activities.

The Minister should ensure that a review of the processes for
completing the self-assessment checklist and proactively addressing
areas of weaknesses is implemented. A revised mechanism to confirm
the accuracy of the return and to ensure supporting documentation
supports the submission should be applied.

12



2.5 Specific Governance Reviews

Our work on specific areas of governance arrangements is based in our audit planning which
considered the context within which MLGA operates and the challenges that it faces.

2.5.1 Risk Assessment

All Budget Organizations are expected to implement risk assessment. For the year ended
December 31, 2016, MLGA has prepared a register of risks.

Recommendation

We have no recommendations in this area.
2.5.2 Management Reporting and Accountability

A range of internal controls are applied by Management to ensure that financial systems and
operational activities operate as intended. It is important that these include appropriate
reporting to management to enable an effective and timely response to identified operational
problems,

Issue 4 - Weaknesses in High Level Management Controls with regard to capital assets and
AFS — Medium Priority

Finding Our review of management controls applied to the main financial
system of MLGA has revealed that despite regular formal reporting
from subordinate units for the area of non-capital assets and AFS
preparation process, they are not utilized effectively by management to
prevent systematic errors in these fields.

Risk Insufficient quality and financial review of the senior management may
reduce the quality of reporting and reduce the ability of management
to manage the activities of MLGA pro-actively.

Recommendation 4 The Minister should ensure that a review is conducted to determine the
form of reporting to senior management, and management to prevent
errors on reporting.

13



2.6 Internal Audit System

Internal Audit Unit (IAU) is currently operating with three members of staff — the Director of
IAU and two auditors. To conduct an effective audit is needed a comprehensive program of
work that reflects the financial risks and other MLGA and provide sufficient assurance on the
effectiveness of internal control.

Issue 5 - Weakness in internal audit - Medium Priority
Finding Four of the five reports planned for 2016 were carried out.

Risk An incomplete audit program may lead to a lack of identification and
in not addressing of the weaknesses in controls resulting in operational
inefficiencies and financial losses for the Ministry. Failure to address
the recommendations will exacerbate the situation.

Recommendation 5 To achieve maximum benefit from the internal audit activity, the
Minister should ensure that all the planned audits are realized within
the year and should review the actions undertaken by the management
with regards to the audit recommendations.

3 Financial Management and Control

Introduction

Our work on Financial Management and Control outside of the areas of Governance referred
to above reflects the detailed work undertaken on Revenue and Expenditure Systems. As part
of this we consider Budget management, Procurement and Human Resources issues, and
Assets and Liabilities.

Financial Management and Control Conclusion

Regarding MLGA, procurement issues have been significantly reduced, partly due to the
improvements in the controls implemented in the Ministry and partly due to the delegation
of the procurement process responsibility to the respective municipalities. In the context of
financial systems, controls over a range of expenditure areas require further enhancement to
prevent errors. The main areas where improvements are needed are on capital asset
management, and procurement planning.

14



3.1 Budget Planning and Execution

We have considered the sources of budgetary funds, spending of funds by economic
categories. This is highlighted in the following tables:

Table 1. Sources of budgetary Funds (in €).

Description Blnitial Final 2016 2015 2014

udget Budget? | Outturn | Outturn | Qutturn
Sources of Funds 4,960,000 | 4,988,957 | 4,808,764 | 3,825,642 | 4,259,816
Government Grant -Budget 4,960,000 | 4,775,476 | 4,696,680 | 3,745,283 | 4,148,756
Foreign donations - 213,481 112,084 80,359 | 111,060

The final budget is higher than the initial budget for Euro 28,922. The change is the result of
foreign donations, totaling Euro 213,481 and the reduction applied after budget review and in
accordance with Government decisions. In 2016, MLGA has used 96% of the final budget or
Euro 4,808,764, with an improvement of 11% compared with 2015. The following are the
explanations for the current position.

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

DedciBEsA Initial Final 2016 2015 2014
P Budget | Budget| Outtum | Outturn| Outtumn

Spending of funds

broken down by 4,960,035 | 4,988,957 | 4,808,764 | 3,825,642 | 4,259,816

economic categories:

Wages and Salaries 976,455 925,554 918,917 | 844,722 | 809,979

Goods and Services 254,431 445916 345231 | 326,231 | 446,250

Utilities 25,500 11,959 11,134 13,388 18,878

Subsidies and Transfers 203,649 197,624 197,624 200,732 372,007

Capital Investments 3,500,000 | 3,407,905 | 3,335,858 | 2,440,569 | 2,612,702

Explanations for changes in budget categories are given below:

* The final budget for Wages and Salaries compared with the initial budget was reduced
by Euro 50,901. Until December 31, 2016, 99% of the final budget was implemented.

e The final budget for Goods and Services in comparison with the initial budget,
increased in total for Euro 191,485. Initially, it decreased by Euro 7,000 with the budget
review. Subsequently a further reduction of Euro 14,000 was made. And lastly, to the
final budget were added Euro 212,481 from foreign donations. The final budget for
this category was realized for Euro 345,231 or 77%.

? Final budget - the budget approved by the assembly which was subsequently adjusted by the Ministry of

Finance.
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* The final budget for Utilities compared to the initial budget was reduced for Euro
13,541, Initially, this category has been reduced for Euro 10,000. Subsequently, a
further reduction of Euro 5,000 was made. And lastly, Euro 1,000 from foreign
donations were added to the final budget were added. 93% of the final budget of this
category was realized.

*  Subsidies were reduced by Euro 6,025 from the initial budget. The final budget for

this category was fully realized.

* Capital Investments final budget compared to the initial budget was reduced by Euro
92,095. Initially, with the budget review, this category is increased by Euro 70,000,
while subsequently it is reduced by Euro 162,000. After the decrease, the final budget
for this category was spent 98%.

The program for Capital Investment includes ongoing projects from last year and new
projects started during the current year. The project "Regulation of the riverbed in Dobrajé
t¢ Madhe" in the Municipality of Lipjan, as co-financing between the MLGA and the
Municipality of Lipjan by the arrangement in the amount of Euro 157,537, was not
finalized in 2014 while the physical progress of the project was not at the level expected,
and accordingly this project continued in 2015 and finalized in 2016. The total payments
made during the year ended December 31, 2016 with regard to this project amounted to
Euro 37,612.

During 2016, a new contract amounting Euro 69,897 and Euro 28,750 was signed with “Ilir
Kosova sh.p.k” and “Storm Ict llc”, respectively, for the purchase of IT equipment. The
total contracted amount was received within the year.

Additionally, major payments with regard to capital investments co-financed with
municipalities (the procurements for which were made directly by the respective
municipalities) amounted to Euro 249,988, Euro 247,967 and Euro 198,130 with the
Municipality of Mitrovica, Zubin Potok and Zvecan, respectively.

Recommendation
We have no recommendations in this area.

3.1.1 Wages and Salaries

Wages and Salaries are paid through a centralized system (payroll). Controls operated by
MLGA are dealing with the calculation of salaries in accordance with labor contracts and
applicable legislation.

The number of employees approved in MLGA was 151, while the actual number of employees
was 149 employees. We tested several recruitment procedures, personnel files and we have
reviewed payroll lists and compared the data presented by the Treasury, KFMIS and their
presentation in AFS.

Recommendation

We have no recommendations in this area.
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3.1.2 Goods and Services and Utilities

We have also tested the expenses that do not require the application of procurement
procedures such as utilities, representation expenses, travel expenses and other expenses.

Recommendations

We have no recommendations in this area.

3.1.3 Subsidies and Transfers

The final budget of Subsidies and Transfers was Euro 197,624, which was fully spent in 2016.
MLGA has developed processes for monitoring and supervision for subsidies and transfers.

Recommendations

We have no recommendations in this area

3.14 Capital Investments

The final budget of Capital Investment was Euro 3,407,905, out of which Euro 3,335,858 were
spent in 2016.

Recommendations

We have no recommendations in this area.
3.1.5 Common Issues on Goods and Services and Capital Investments

The following common issues relate to Goods and Services and Capital Investments:
Issue 6 -Improper planning of procurement - High Priority

E gjetura During the year ended December 31, 2016 the entity has performed
procurements amounting to Euro 108,660 which were not included in
the procurement plan. The portion of the unplanned expenses exceeded
60% of the total procurements made during 2016. This represents 3 out
of 42 procurements conducted during the year.

17



Risk

Recommendation 6

As a result of failure to properly plan procurements may result in
delays in delivering of services and poor value for money might arise.

The Minister should ensure that a detailed and thorough analysis of
Ministry’s needs is performed before the procurement plan is finalized,
so that the procurements needed to be made outside the procurement
plan are reduced to a more acceptable level.

3.2 Assets

3.2.1 Capital and Non Capital Assets

Although the Ministry has taken steps to improve reporting on its assets, there are still some
uncertainties and weaknesses in relation to the assets of the Ministry. Below are findings that
are not included in the first section of the report.

Issues 7 — Non-reconciliation of movements of non-capital assets - High Priority

Risk

Recommendation 7

Unreconciled movement of non-capital assets. The balance of non-
capital assets as per note 19.3.2 has increased by Euro 47,000 since
December 31, 2015. This does not correspond with the non-capital
investments made during the year as presented in note 3 of the financial
statements (more specifically categories furniture, phones, computers
and IT hardware - less than Euro 1000 of note 3).

Failure to maintain sufficient accounting records with regard to
corrections made in the balance of capital assets affects the accuracy of
the value of assets presented in the AFS.

The Minister should ensure that additional controls are in place that
enable the management of assets in accordance with legal
requirements.

3.3 Outstanding Liabilities

Statement of outstanding liabilities to suppliers as at December 31, 2016 was Euro 17,482.
These liabilities are transferred for payment in 2017. In comparison with previous years,
outstanding obligations are significantly reduced. Unpaid bills for obligations are concerning
the last two days of November and December 2016.

Recommendations

We have no recommendations in this area

18



ANNEX I: Audit Approach and Methodology

The responsibilities placed on the Auditor and Those Charged with Governance are detailed
in the Opinion set out in Section 1.2 of this report.

While a key output of our work is the audit opinion this report reflects the totality of our work
with specific focus also on Governance Issues including Financial Management and Control.
The latter is informed by our extensive, risk based, compliance audit programme.

The Executive Summary is intended to highlight the key finding of the audit and the key
action that the Minister/Mayor should ensure are taken to address identified
management/control weaknesses.

The detailed report provides an extensive summary of our audit finding with emphasis on
determining the cause audit findings and providing appropriate recommendations to address
these. For completeness we have included issues identified at the interim audit where they
remain relevant. Our findings are defined as:

High Priority - issues which if not addressed may result in a material weakness in internal
control and where action will offer the potential for improvements to the efficiency and
effectiveness of internal controls; and

Medium Priority - issues which may not result in a material weakness but where action will
also offer the potential for significant improvements to the efficiency and effectiveness of
internal controls.

Findings considered low priority were/will be reported separately to finance staff .

Our procedures included a review of the internal controls and accounting systems and
associated substantive testing and associated governance arrangements only to the extent
considered necessary for the effective performance of the audit. Audit findings should not be
regarded as representing a comprehensive statement of all the weaknesses which exist, or all
improvements which could be made to the systems and procedures operated.
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Annex II: Explanation of the different types of opinion
applied by NAO

(extract from ISSAI 200)

Form of opinion

147. 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.

If the auditor concludes that, based on the audit evidence obtained, the financial statements
as a whole are not free from material misstatement, or 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 modify the opinion in the auditor’s report in
accordance with the section on “Determining the type of modification to the auditor’s
opinion”.

148. If financial statements prepared in accordance with the requirements of a fair
presentation framework do not achieve fair presentation, the auditor should discuss the
matter with the management and, depending on the requirements of the applicable financial
reporting framework and how the matter is resolved, determine whether it is necessary to
modify the audit opinion.

Modifications to the opinion in the auditor’s report

151. 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, or if the auditor was unable to obtain sufficient appropriate audit evidence to
conclude that the financial statements as a whole are free from material misstatement.
Auditors may issue three types of modified opinions: a qualified opinion, an adverse opinion
and a disclaimer of opinion.

Determining the type of modification to the auditor’s opinion

152. The decision regarding which type of modified opinion is appropriate depends upon:

e The nature of the matter giving rise to the modification - that is, whether the financial
statements are materially misstated or, in the event that it was impossible to obtain
sufficient appropriate audit evidence, may be materially misstated; and

¢ The auditor’s judgment about the pervasiveness of the effects or possible effects of the
matter on the financial statements.

20



153. The auditor should express a qualified opinion if: (1) having obtained sufficient
appropriate audit evidence, the auditor concludes that misstatements, individually or in the
aggregate, are material, but not pervasive, to the financial statements; or (2) the auditor was
unable to obtain sufficient appropriate audit evidence on which to base an opinion, but
concludes that the effects on the financial statements of any undetected misstatements could
be material but not pervasive.

154. The auditor should express an adverse opinion if, having obtained sufficient appropriate
audit evidence, the auditor concludes that misstatements, individually or in the aggregate, are
both material and pervasive to the financial statements.

155. The auditor should disclaim an opinion if, having been unable to obtain sufficient
appropriate audit evidence on which to base the opinion, the auditor concludes that the effects
on the financial statements of any undetected misstatements could be both material and
pervasive, If, after accepting the engagement, the auditor becomes aware that management
has imposed a limitation on the audit scope that the auditor considers likely to result in the
need to express a qualified opinion or to disclaim an opinion on the financial statements, the
auditor should request that management remove the limitation.

156. If expressing a modified audit opinion, the auditor should also modify the heading to
correspond with the type of opinion expressed. ISSAI 170519 provides additional guidance on
the specific language to use when expressing a modified opinion and describing the auditor’s
responsibility. It also includes illustrative examples of reports.

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

157. 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.

158. An Emphasis of Matter paragraph should:

* be included immediately after the opinion;
* use the Heading “Emphasis of Matter” or another appropriate heading;

e 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.

159. 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
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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.
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Wilising ¢ Adisinistnimil (8 Pushiatit Lokall

[Ainistarstvo Lokalna Samauprava | Admmistracije

sAinintey of Locel Gavernment Administration

. ... ~:ﬁ'.‘-‘:’-:%4§_—;:__ Republika e Kosovés
Republika Kosova-Republic of Kosovo
Qeveria - Vlada - Government
Ministria e Administrimit t¢ Pushtetit Lokal
Ministarstvo Administracije Lokalne Samouprave
Ministry of Local Government Administration

Prishtina, 11 May 2017

To: Fatmir Plakiqi, Director of Treasury
Ministry of Finance

Subject: Annual financial report 2016, corrected
Dear Mr. Plakiqi,

Based on the External Auditor's request, find attached the corrected Annual Financial
Report for 2016 of the Ministry of Local Government Administration based on
Treasury/MoF's recommendations that the information contained on the financial
statements should be based on the data after 23.03.2017.

Corrections were made in the tables on pages 5, 7, 8, 9, 10 and 15 (budget) as well as on
page 20.

Annexes to the report are attached to the earlier report submitted in January to which no
changes have been made.

Thank you for your cooperation!




Republika e Kosoves
Republika Kosova-Republic of Kosovo

Ministria ¢ Administrimit t& Pushtetit Lokal
Ministarstvo administracije lokalne samouprave
Ministry of Local Government Administration

Annual financial report

For the ended period 30 December 2016



Section11. DECLARATION ON PRESENTATION OF FINANCIAL
STATEMENTS

To: Fatmir Plakigi, Director of Treasury

From: Rozafa Ukimeraj, Main Administrative Officer
Medina Sylejmani, Main Financial Officer

In our opinion, the attached financial statements, including records for the ended period 30 December 2016
have been prepared in accordance with the International Public Sector Accounting Standards "cash-based
financial reporting" which meets all reporting obligations arising from the Law on Public Financial
Management and Accountability no. 03/1-048 and the Law.03/1-221 amending and supplementing to the
LPFMA, which are based on properly maintained financial records.

This statement is provided in connection with the presentation of financial reviews of the Kesovo General
Budget of Budget Organization for the ended period 30 December 2016.

We confirm, to the best of our knowledge and belief, that:
There were no irregularities related to the management or employees, which could have a material effect on
financial overviews.

The information provided and presented in financial overviews regarding the identification of funds and
their expenditure related to the Kosovo General Budget is complete and accurate.
Information about the collection of revenues is accurate.

There is no bank account of the budget of the Republic of Kosovo except bank accounts specified in financial
overviews and this specification up to for the ended period 30 December 2016 is complete and accurate.

There was no violation of the requirements of regulatory authorities that could have a material effect on
financial statements, in case of being violated.

There is no complaint (legal) process, which could have a material effect on financial overviews.
All liabilities, both actual and contingent, and all guarantees that had been given to third parties are registered

and / or disclosed properly.

All loans to external parties are registered and / or disclosed, as appropriate.
There has been no transaction after the end of the period which would require adjustment or disclosure in

financial statements or in their notes.

In our opinion, the consolidated financial overviews that are attached represent a true and unbiased
presentation of finances and financial transactions for period 30 December 2016 of the Ministry of Local

Government Administration.
Date: U/ 0% 17 Date:/ll / O \}-
%/ yroud

: (Sighature and stamp)
Main Administrative Officer ain Financial Officer
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