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Independent audit report

Community Bruilding Mitrovica
Asambles
lsa Boletini nr.11.

Mitrovicd Mitrovicd 28.03.2015.

we have condur:ted udit the Financial statements of NGo community tluilding Mitrovica (cBM),
which include the Balance sheet and Income statement as of 3L.12 .2oL5.

Responsibility of the management for Financial Statements

Management is responsible for the preparation and fair presentation of Financial Statements. This
responsibility includes: design, implementation and maintenance of internal control significant for
the preparation and fair presentation of financial statements free of material misrepresentations
due to fraud or error, selection and implementation of appropriate accourrting policies while under-
taking reasonable assessments in such circumstances.

Auditor's responrsi bility

Auditor's responsibility is to express an opinion for these financial report:; based on the conducted
audit. The audit has been carried out in accordance with lnternational Audit Standards. These
Standards require undertaking actions in compliance with relevant ethical requirements, planning
and conducting the audit in order to obtain reasonable assurance that firrancial reports are free of
material errors.
The audit includes implementation of procedures in order to obtain ;rudit proof regarding tne
amounts and di:;plays while reviewing evidences in form of tests that support the amount and
confirmations in financial statements.
We consider entity's internal control important for the preparation and fair presentation of financial
statements in order to draft suitable audit procedures in such circumstances, but not to express an
opinion on effectiveness of entity's internal control.

An audit also includes compatability evaluation of accountin,g principles, arssessments employed by
the management as well as appraisal of overal presentation of financial statements.
We believe auditt proof we collected are sufficient, appropriate and pric,vide reasonable basis to
establish our opinion.

:31/4
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In accordance with enBagement agreement signed with cBl\,1, we have arudited financial statementsfor the period ending :i1 December 2015.
cBM is registered as a non-governmental organisation in accordance with the Law Nr.04/L-57
Freedom of Association in NGo, with No. 5101872-9 as of 1.3,o2.2o03, and Fiscal number 600239992
Its full name is community Building Mitrovica, abbreviation C.B.M.

organisation's bylaw sr.ipulates two management entities:

1' The highest body is the Assembly government, which p,erforms the cluties and responsibilities
based on the status and other acts of CBM, consists of members witl-r integrity, reputation and
realm as well as interested citizens and activists from civil society and is re:sponsible forthe approval
and amendment of the statute for the work policies and finances of the organization, reviews and
approvesthe annual report also select and dismiss members of the Executive Board.
Members Assembly gathered in November 2oL5 (Article L4 of the statute,l

2'The organisation has its Executive Board which is responsible for the control and governing the
work and organisation's assets.

Board of Directors held a meeting for which there are written minutes.
The person authorized by the Executive Board is the Executive Direc;tor who represents the
organisation and receives all official notices on its behalf and notifies the authorities for any
eventual structural charrge in the organization.

The audit objective arrct qualitativt-' characterisiics o{ financie I statement:;

The objective of the aurjit is to assess in-depth the system of the financial management and internal
controls established b1r management, in order to determinre whether they are cost-effective in
achieving the objectives and are able to identify gaps and take corrective actions. This audit
represents the most ef{'ective audit work because, if controls are operatirrg as planned, the auditor
and the management of the organization can gain assurance and benefit from the security controls
in place.

The audit also represents the examination of the subject's activities in the process of achieving the
objectives, in view of their compliance with laws and regulations. The Compliance Audits aim to test
whether the organization complies with relevant legislation in the fielJ where it conducts its
activities.
The audit is the process of evaluating the objectives, prograrns and degree of achievement, about
saving, usefulness and benefits.
The audit performed to assess the accuracy and completeness of records and account balances,
using essential tests, analytical reviews and other assessment procedures'which may include or not
include functional tests or reviews of transactions.



t2
Audit stipulates whether financial information, provided by management, presents reliable andhonest financial position and results of operations audited in accordance with International
Accounting Standards.
The audit focuses only on the controls in place in the orgainization. Thi:; type of audit can containaudit of all rr controls system or just a field, for example, that of account.
The financial statements present the financial effects of transactions and other events by grouping
them into broad classes according to their economic characteristics.
The objective of FS is completed after providing sufficient information about the financial position,
financial results and r:hanges in financial position, they are useful to users in making economic
decisions, meet the needs of most users and reflect the care shown by mianagement for the resources
entrusted.
They are understandable by users with a reasonable knowledge of business, and accounting activity.
No changes in presenting amounts in the financial statementr;, so there was no need
reclassification of comparative amounts and disclosures and presentation of explanatory information,

Specific activities and examination fields

Main goal of the orgarrisation is initiation, restoration and normalisationr of relations between thecommunities in the retgion of Mitrovica, with aim of prornoting coopr:ration, cooexistence anddemocratic values and assistance for the civil society through the following:- Incentive and sLlpport for the dialogue process and cooperation between the communities in
Mitrovica region;

- Development and support for local initiative, NGO's anrd local institutions;- Development and support for the democratisat ion proces:; between international
connections of nn unicipalities;

- support for thel education between international connections for schools and summer
schools;

- Financing the inl'rastructure, road lighting, sport, paintiLng facades etc.

Accomplishment of thes;e goars is done through the following activities;L' Promotion, organisation and development of contact:;, dialogues ilnd cooperation between
communities in lVlitrovica region;

2' Development of civil society in Mitrovica by supporting activities and trainings together withlocal NGo's, citizens' initiative and local administration in the field of media, minorities,
culture, women iand youth.

3' Development of international cooperation of municipalities in l/litrovica region through
creation of connections with municipalities around the world;4' Development of international cooperation of schools from Mitrovica region with surrounding
regtons.

5.

l:';;i l: , l' l
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The reporting period covers the period of 12 months ending on Decembc'r 31 of each year.
The report meets thr: principle of comparabirity (comparative figures), b,ecause in the previous year
20L4, the report was compiled by these requirements and standarcl:s as well as the audit was
performed by an independent auditor.
Recognition - inclusircn in the balance sheet or statement of income and expenses of a transaction
was made when it was realistic that any economic benefil. in the future related to this transaction
will flow to or from the entity and the transaction had cost or value that can be measured reliably.
Measurement is the process of determining the monetary amounts b), which shall be recognized
and carried in the balance sheet and statement of incomr: and expenrciture, elements of financial
statements.
This includes selecting a specific assessment basis.
Assets and liabilities, income and expenses are reported separately.

!:)t <: r: L..i r i:i r'rif , il

Procurement of goods and services that are significant and surpass certain amounts must be made
following open notices whereby collecting three bids and selecting the optimum by the
management or bid opening committee. The organisation has written procedures - procurement
MANUAL but it is also based on procedures imposed by the donors. Tliis practice was followed in
2015.

,'\ t t i r, i 1 i, I I :'t i ; I i ( i,:i ;'i ( ;i:: i_' i i l-!,, i_, i i,:

Financial Reports are prepared under the assumption that the subject has
intention to maintain and continue functioning in a predictable futurer and it
need to liquidate or materially reduce the degree ol its operations.
The possibilityto continue the subject's activityfor anothertwelve monlhs based on available funds
and plans of the Director is not disputed.

,'l,i:r:.1:-:-,)l i..i-;t.:.,i;le,{,:!rr, li..i.,; liriiri ,t,:,;l.r lrii r:,,:ir:l: tl:;l;r ;r,t:.:,.,:liir.rti}
Financial reports are prepared under the accrual basis, this means that
time of admission, and expenses are recognized at the time of the
moment of occurrence is identical to the moment of payment.
Accrual principle makes it possible for the effects of change:;, either incre,ase or a decrease of assets
are recognized at the time of their occurrence, regardless of the entry or erxit time than monev.

9rcr:;il i'it.;r:i

Personnel have various professions. Evidences on the personnel such as emproyment contracts, cV
and other personal dor:umentation are archived in a special register in properform.
Responsibilities, rights and duties of the personnel are set out in the job description attached to
Employment contracts.
contracts and personnel records are separated from other records.

the capability and
does not intend or

'funds are recognized at the
occurrence, in most cases

ilrl,.,,-r,t!\al,



Net salaries are paid through bank transfer. 1'4

Audit metherdology ;rncl e riteria
Methodology and auditing techniques we use are in lirre with those set by the Internationaln Auditing and supported by substantive tests s;uch as: verification of the authenticity ofing docurnentation, verification of physical existence and derregistration of property andresearch of the operation of the computer syst,3m.
We evaluate the adequacy of the system of rec
reporting vulnerabilities eventual observed in t

quality service. 
of credibility, professi'nalism, independence and

Summary of Accountirrg Folicies
Accounting policies are principles, basis, agreements, regulations and specific practices that areimplemented in preparation and presentation of financial st;atements.
The organisation has written procedures (manuals) on accountin6; principles that stipulateaccou ntability principles, docu menting and internal control.
The organisation engaged professionals to utilize acc,cunting apprlication (QuickBooks) foraccounting advice and maintenance of evidences in a professional rnanner through softwareapplication with double entry wherefrom information derirres on draftirng financial reports. rt alsohas two employees with adequate training in accounting and finances.
Application access is limited with levels depending on the competencies. Eventual corrections aremade with special rec;uests that are retained and the application itseli,stores the background ofamendments and the person undertaking such action.

Money
CBM has basic bank dcrcaLlnl5 and project account in pCB.
Payments and collections take place from these bank accounts and the cashbox.
There are three members of the organisation authorized for pcB account. paralel signature ismandatory for accomplishment of transactions from the account.
closing balance of funcls in the bank account in PCB and cashrbox (page 9 in the report) are confirm-ed by the bank statement and bank confirmation.

Liquidity
Level of liquidity is satisfactory. Circulating assets are sufficient to cover sh'rt-term liabilities.

currency risk is the risk that fair value or future cash flow of a financial instrument may change dueto differences in exchange currency.



15Every exchange diffelrence stemmingfrom the identificatic,n of a monetitry item with a different
currency from the one initially identified duringthe period, or identifie<J in previous financial
statements, is identified as profit or loss.
In the event of presentation of expenses or incorne from the different currencies in Euro, the rareused was Currency c,onverter'oANDA" or "EU converter" fortheirconv,ersion in Euro.

Forreign currency transactions are exchanged in Euro (,c) using the exchange rate on that day,forreign currency exchange difference, whether profit or lo,ss, are autornatically presented in theincome statement' In the period end, monetary positions erre reported using the valid exchange rateon the last day of exchange' organisation's resources are presented in Euro (€). All financial reportsissued by the organisation are presented in Euro.

Receivable and payable accounts
RA and PA and other payable liabilities are presented in therir rear value.
In its reports, the orp;anisation presented as receivable accounts - other assets the unpaid portion ofthe donor for the development of planned activities and bc,rrowing of a local NGo. Accrual expensesthat are obligations to suppriers are presented as liability - pA.

Assets

Assets are presented with the historical cost, the value remaining fnrom the previous year plus
annual purchases minus the annual depreciation as well as ;accumulated rcepreciation.
Depreciation was calculated as per linear method in 20% degree for all tlhe groups.
Depreciation expenses are included in the annual fund utilistion expenser:;.
All the repairs and rnaintenance of assets are charged to profit or loss; during the financial period
when they occurred.
Fixed assets in 2015, lhave run out of book value are therefore fully deprerciated, but still have value.That is the reason why there are no values presented for erssets and der;rreciation for the report of
201.5.

Investments
In 20L5 the organization has purchased equipment (€ 6.961).
Assets purchased from resources of projects-donations, provided by, the budget lines for theimplementation of projects are treated as costs of the project or action has been taken dependingthe rules provided by contract with the donor.
Assets purchased to be used as the basis of acquisition cost.
Historical cost includes acquisition-costs directly attributabler to the acquis;ition of wealth.
For other purchases with its own price of less than € l-,000 are charged to expense the cost ofI'ouytng equtpment.
For purchases, accounting evidence exists from which the date of purchase, the name of theproperty purchase price can be seen.
Assets of the organization are registered in eB-application where you can see the name, year ofpurchase and historic price of assets and accumulated depreciation.
The revaluation of assets is not done, so there is no refrectiorr in the reporrts of the revaruation.

ir ' ,l i'1 qrl



All assets are owned and available undisputed subject.

Capital

cBM's capital is € 29.514% constitut esz}.ol%of the totar assets.

Resources

During 20L5, the organisation identified funds from alrl the resourrces based on
dispf ayed in explanatory notes on page 6,6, item 1, and 2.
Income is presented in the revenue and expense statemelrts in the real value on the admission datein the bank or cashbox. These funds were available for use and are 1,oo%in cash.

Resources were not entirely utilized during this year since they were .ot spenu therefore, they aretreated as deferred income pending utirisation in the next period.

Expenses
Expenses are supported with original documentation such as receipts, invoices, contracts, paymentlists and bank statements. Expenses are at the market price rever.
Expenses are identified with their real cost, they dr€ €Xprr_agsed in real amount upon occurrence orpayment.
Project direct expenses cover s1,.6g% of ail expenses during this period.
operational and administration expenses cover 48.31%of all expenses <luring this period.

Personnel

Personnel cost was paid to employees and those engaged vrith service contracts upon completion ofassigned duties' Payments are done through bank transfer upon signing the receipt and presentingevidences on engagement period.

Pension contribution
Pensions are calculated in accordance with applicable law on pensions. 5i1zo is paid by the employeeand 5% by the organi:;ation. Payment and reporting deadlines where honoured.
The organization does not own pension fund neither a payment option in the form of shares toemployees; therefore no obrigations were identified on 31.i.2.

Salary tox
salary tax is withheld and paid in certain deadlines as per monthry scales accordingly with the law.

Progrom expenses
Program cost is supported with supplier invoices. Payment is supporterd with invoices and bankstatements or the cashbox document on cash payments.
Programs developed during the year are presentd on page 7 of the report and present thecontinuance of organisation's main acvitity: development and community building in the Mitrovicaregion.

16
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Administrative expenses t7
Administrative expenses include expenses of CBM man; )cutive andadministration; office work process for realisation of orgar ;ic goa ing,representation, institution building, fuel, rent, lravel, ac rr and ing,expendable materiars, vehicre maintenance, ter phone / { , exter nceof vehicle).
Bank provision is calcurated based on bank statements.
with regard to utilisation of the vehicle and fuel expense:;, the organis;irtion applies the mileage logtherefore; it is possible to separate the travels fo'private needs and organisation,s needs.

Rent costs

These expenses include compensation that is made on behalf of the rent for the premises where theheadquarters of cBM, wherethe activities are held and project managernent in place of the project.

Tax obligation

non pro{'it, registerecr in accordance with the Law
vernmental organisaltion" is subjected to tax on
nd (Law 03/L_094) ,,on pensions in Kosovo,,, the

tax to workers. ough calculation and payment of personal income

"cBM" is not obliged by corporate Income Tax in accordance with the law (L-05/L-029) ,,corporate
Income Tax" since it did not realise any commercial revenues during the fiscal period.The subject has honoured and satisfied the obligation set out in the Law no. 05/L-02g, onwithholdingg% from the lease upon payment of lease and it transferred that amount to a certainaccount.
cBM is recorded as the VAT under L-146 "Valur-- Added Tax', TAK. Declaration r2/20r5month shows credit .68, while in realitythis amount is calculatr:d as an expense in 2015 ofCBM and not the pr reas in case of reimbursement is treated as an income. This credit isnot presented as receivables on the balance sheet and is not treated at arll.

Related parties
There are no identified transactions with rerated parties.

Reserves
The organisation does not have any financiar reserves during; this period.

Assets and contingent liabilities
There are no recorded cases of the court or deposit associ,ated with the organization, directors oremployees that may resurt in future riabirities of the organizartion.
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