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The National Audit Office of the Republic of Kosovo is the 

highest institution of economic and financial control and is 

accountable to the Assembly of Kosovo for its work.  

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base for 

holding managers’ of individual budget organisations to account. 

We are thus building confidence in the spending of public funds 

and playing an active role in securing taxpayers’ and other 

stakeholders’ interests in enhancing public accountability.  

This audit is carried out in line with the International Standards 

of Supreme Audit Institutions, and good European practices.  

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of Malisheva Municipality , in 

consultation with the Assistant Auditor General Naser Arllati, 

who supervised the audit. 

The report issued is a result of the audit carried out by the Team 

Leader, Elvir Krasniqi, and team members Ejup Simnica and Senver 

Morina, under the management of Audit Department Director 

Astrit Bllaca. 
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Executive Summary 

This report summarises the key issues arising from our audit of Malisheva Municipality for 2019, 

which includes the Opinion of the Auditor General on Annual Financial Statements. Examination 

of 2019 financial statements was undertaken in accordance with the International Standards of 

Supreme Audit Institutions (ISSAIs).   

Our audit focus has been on: 

  

Conclusions  

The annual financial statements were prepared in accordance with the MoF Rule No. 01/2017 on 

Annual Financial Reporting by Budget Organisations. 

Controls over revenues and expenditures are generally appropriate; however, improvements are 

needed in compliance with procurement rules, subsidies, assets, collection of receivables and 

liabilities. 

The response to the prior year recommendations shows that out of 23 recommendations made, 13 

recommendations have been implemented, six have not yet been implemented yet, while four 

recommendations are closed. 

Opinion of the Auditor General1 

 Unmodified Opinion  

For more details, see Chapter 1 of this report. 

Management’s Response to audit 2019  

The Mayor has agreed with our audit findings and recommendations and agreed to address all 

recommendations given. The National Audit Office acknowledges the co-operation of the 

management and staff of the municipality during the audit process. 

 

  

                                                      
1Annex I explains different types of Opinions in line with ISSAIs. 

Annual Financial 

Statements 

Financial 

Management and 

Control  

 

Implementation of 

recommendations 
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Audit Scope and Methodology 

The Audit involves examination and evaluation of Financial Statements and other financial records 

in regard to as the following:   

 Whether the financial statements give a true and fair view of the accounts and financial 

matters for the audit period; 

 Whether the financial records, systems and transactions comply with applicable laws and 

regulations;  

 Whether the internal controls and internal audit functions are appropriate and efficient; and 

 Whether appropriate actions for implementation of audit recommendations have been 

undertaken.  

The audit was based on risk assessment. We have analysed the Municipality’s operations, the extent 

the management controls could be relied to in order to determine the level of in-depth testing 

required to obtain evidence supporting the Auditor General’s opinion. 

Our procedures have included a review of internal controls, accounting systems and related 

substantive tests, as well as related governance arrangements to the extent considered necessary to 

effectively conduct of audit. Audit findings should not be regarded as representing a comprehensive 

overview of all the weaknesses that may exist, or of all improvements that could be made to the 

systems and procedures operated.  

The following chapters provide a detailed description of the audit findings and recommendations 

in each audited area. Management’s responses to audit outcomes can be found in Annex II. 
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1 Audit Opinion on the Annual Financial Statements  

We have audited the AFS of Malisheva Municipality for the year ended on 31 December 2019 in 

accordance with the Law on NAO and the International Standards of Supreme Audit Institutions 

(ISSAIs). Audit examinations were carried out in order to allow expressing opinions on AFS which 

comprise the Statement of Cash Receipts and Payments, and Budget Execution Statement, provided 

further in detail.  

Unmodified Opinion  

In our opinion, the Annual Financial Statements (AFS) for the year ended on 31 December 2019 give 

a true and fair view in all material respects, in accordance with International Public Sector 

Accounting Standards (IPSAS) according to cash basis of accounting.   

Basis for the Opinion  

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

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

responsibilities for the audit of the Annual Financial Statements’ of our report. In compliance with 

ISSAI 10 and 30, and other relevant requirements for audit of budget organisations’ AFSs, the NAO 

is independent from the Municipality. We believe that the obtained audit evidence is sufficient and 

appropriate to provide a basis for our audit opinion.  

Responsibility of Management for AFS  

The Mayor and Chief Financial Officer are responsible for the preparation and fair presentation of 

financial statements in accordance with International Public Sector Accounting Standards – 

Financial Reporting under the Cash Basis of Accounting. In addition, the Management is responsible 

for establishing internal controls, which the management determines as 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 set forth in Law no.03/L-048 on Public 

Financial Management and Accountability (as amended and supplemented) and Regulation No. 

01/2017 on Annual Financial Statements of Budget Organisations. 

The Mayor is responsible to ensure the oversight of the Municipality’s financial reporting process. 

Auditor General’s Responsibility for the audit of the AFS  

Our responsibility is to express an opinion on the AFS based on our audit conducted in accordance 

with ISSAIs. These standards require that we obtain reasonable assurance about whether the 

financial statements are free from material misstatements. 
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Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 

accordance with ISSAIs will detect every material misstatement that might exist. Misstatements may 

arise from fraud or error and are considered material if, individually or in the aggregate, they could 

influence the decisions taken on the basis of these AFS.   

The audit involves performing procedures to obtain evidence about the financial records and 

disclosures in the AFS. The selected procedures depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement in the AFS, whether due to fraud or error. In 

making those risk assessments, the auditor considers internal control relevant to the entity’s 

preparation of the financial statements in order to design audit procedures that are appropriate in 

the entity’s circumstances, but not for the purpose of expressing an opinion on the effectiveness of 

the entity’s internal control.  

The audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by the Management, as well as evaluating the 

presentation of the financial statements.  

We communicate with the management of the audited entity regarding the audit scope, planned 

time and significant findings including any significant shortcoming in internal control that we have 

identified during the audit.  

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 Financial Management and Control 

Our work related to Financial Management and Control (FMC) reflects the detailed audit activities 

undertaken on Revenue and Expenditure Systems within Budget Organisations. Specifically, we 

have handled budget management, procurement, human resources and assets and liabilities as well 

as internal audit function. 

Financial Management and Control Conclusion  

The Malisheva Municipality spent 90% of the final budget for 2019, which means an overall good 

execution level. Controls over revenues and expenditures are generally appropriate; however, 

improvements are needed in compliance with procurement rules, subsidies, assets, collection of 

receivables and liabilities. 

2.1 Budget Planning and Execution 

We have considered the sources of budget funds, and spending of funds by economic categories. 

This is highlighted in the following tables: 

Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget2 
2019 

Outturn 

 % of   

Outturn 
2019 

2018 
Outturn 

2017 
Outturn 

Source 
funds:  

14,392,380 14,463,281 13,051,960 90 14,140,377  12,470,490  

Government Grant – 
Budget   

13,310,401 13,310,401 12,144,445 91 13,265,665  11,737,632  

Carried forward 
from previous year3–  

- 167,243 122,519 73 87,915  172,473  

Own source 
revenues4 

921,023 921,023 738,809 80 666,993  554,140  

Domestic donations  - 508 0 0 -  1,770  

External donations  - 632 0 0 77,947 730  

Financing from 
borrowing  

160,956 63,474 46,187 73 41,857  3,745  

                                                      
2 Final budget – the budget approved by the assembly, which was subsequently adjusted for by the Ministry of Finance. 
3 Own Source Revenues unspent in previous year carried forward into the current year. 
4 Receipts used by the entity for financing its own budget.  
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The final budget compared to the initial budget was increased by €70,901. This increase is a result 

of the transfer of own source revenues by €167,243, internal donations by €508, external donations 

by €632 and the decrease of financing from borrowing by €97,482. 

In 2019, the municipality spent 90% of the final budget or €13,051,960, with a decrease of 8% 

compared to 2018. Below are explanations for the current position. 

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

Description 
Initial 

Budget 
Final 

Budget 
2019 

Outturn 

% 
Outturn 

2019 

2018 
Outturn 

2017 
Outturn 

Spending of funds 
by economic 
categories 

14,392,380 14,463,281 13,051,960 90 14,140,377  12,470,490  

Wages and Salaries 8,257,296  8,257,312   8,144,751 99 8,053,286  7,736,432  

Goods and Services  1,389,525  1,278,637   1,253,413  98 1,179,388  773,758  

Utilities 305,000  305,000   304,405  100 354,514  303,820  

Subsidies and 
Transfers 

105,000  105,000   104,650  100 65,798  65,526  

Capital Investments  4,335,559  4,517,332   3,244,741 72 4,487,391  3,590,954  

Explanations for changes in budget categories are given below: 

 There was a decrease of budget in the category of Goods and Services by €110,888. The 

budget for this category was increased by €47 from domestic donations and €111 from 

external donations. Then this category was decreased by €111,046 from borrowing funds; 

 The budget for Capital Expenditures was increased by €181,773, from borrowing in 

education by €13,564, from revenues carried forward by €167,243, external donations by 

€504, and domestic donations by €461; 
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Issue B1 – Misclassification of expenditures in economic category  

Finding  According to Article 18, para.3 of MoF Rule 01/2013 on Public Funds 

Expenditure, expenditures must have adequate codes, defined by the 

Administrative Instruction for the chart of accounts. The Treasury chart of 

accounts defines the relevant codes and categories of expenditures that the 

BO should apply. 

Twenty payments were executed from the municipality budget from the 

wrong categories in the amount of €125,745. 

 The value of €116,245 was paid from the category of capital investments 

for goods and services in the amount of €95,214, for the compensation of 

salaries in €20,431 and for subsidies in €600. 

 The value of €9,500 was paid from the category of goods and services for 

the compensation of three jubilee salaries upon retirement. 

According to the municipality, this is a consequence of the limited budget for 

goods and services, so they were approved by the budget law and as a result 

of payments from the Treasury for court decisions.  

Impact Irregular classification of expenditures has caused incorrect presentation of 

expenditures in the Financial Statements and has affected that the funds are 

not spent according to the budget plan. 

Recommendation B1 The Mayor should ensure that all necessary actions have been taken to ensure 

that expenditures are planned in adequate budget allocations or that funds 

are redistributed and that payment and registration of expenditures are made 

according to adequate economic codes. 

2.1.1 Revenues  

Revenues generated by the municipality in 2019 were in the amount of €735,245. They are related to 

property tax revenues, revenues from construction permits, administrative taxes, revenues from 

business activities, rental revenues, etc.  
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Table 3. Revenues (in €) 

Description  
Initial 

Budget 
Final 

Budget 
2019 

Receipts   

% of 
Receipts 

2019 

2018 
Receipts 

2017 
Receipts 

Property tax  300,000 300,000 292,784 98 268783 208,552 

Municipal tax  621,023 621,023 442,461 71 422671 363,883 

Total 921,023 921,023 735,245 80 691,454  572,435  

From the planned own source revenues, the municipality managed to collect 80%, and there is a 

positive trend in revenue collection from last year. The municipality also had indirect revenues in 

the amount of €233,174. Indirect revenues consist of revenues from police fines by €200,739, and 

revenues from court fines by €32,435. We tested 16 samples for substantive and compliance tests. 

 

Issue A1 – Non verification of current property status   

Finding  According to Article 15 of Law no. 06/L-005 on immovable property tax, the 

municipality shall perform inspection (verification) actions for at least 20% of 

all facilities within the territory of the municipality every year.  

In 2019, out of 12,673 registered properties, the municipality managed to 

verify only 1,670 or 13% of immovable properties. This happened due to 

insufficient management controls and weaknesses in the organization of 

actions for inspection of facilities. 

Impact Low property inspection may result in incomplete information on current 

taxable property and affect the inaccurate valuation of property tax revenues.  

Rekomandimi A1 The Mayor should take all necessary actions to ensure that the property is 

verified according to the legal requirement, so that the records about the 

property tax are complete and accurate. 

 

2.1.2 Wages and Salaries  

The final budget for Wages and Salaries was €8,257,312, of which €8,144,751 was spent. The number 

of employees according to the budget was 1,297, while at the end of the year their number was 1,362. 

During 2019, 48 new employees were employed. We tested 100 samples for substantive tests, as well 

as five samples for compliance tests. 
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Issue B2 – Irregularities in the recruitment procedures  

Finding  Recruitment for public servants should be run in line with the requirements 

of Labour Law and Administrative Instruction (MLSW) no. 07/2017 on the 

regulation of competition procedures in the public sector. When selecting the 

teaching staff, the recruitment process must be evidenced by the relevant 

documentation at each stage of the recruitment procedure. 

From the review of the recruitment procedure for teachers in SHFMU "Gjergj 

Kastrioti" developed by MED, we have identified that: 

 For one candidate the commission erroneously calculated the written test 

scores, instead of scoring with 67 points, the candidate was scored with 

60 points. This error has affected the final result not to select the 

candidate in question who had achieved the most total points in the test 

and interview. 

 Announcements regarding the competition, announcements and 

advertisements of the competition have not been published on the 

municipality’s website; 

 Documentation of the candidates’ selection process was deficient, the 

applications of the applicants are missing, except for the application of 

the selected candidate; and 

 The employment contract was signed immediately after the completion 

of the procedures, without waiting for the eight-day deadline for 

complaints. 

The afore-mentioned shortcomings have occurred due to lack of controls and 

insufficient management oversight in selecting the staff. 

Impact Errors in gathering points and the non-implementation of rules and 

procedures in recruitment processes have influenced the process to deviate 

and hence not select the meritorious candidate. 

Recommendation B2 The Mayor should ensure that the staff recruitment process is conducted in 

accordance with the recruitment procedures and rules. The selection 

committee should also properly document all stages of the recruitment 

process. 
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Issue B3 – Shortcomings in Special Service Agreements  

Finding  According to Article 12, para 4, of Law no .03/L-149 on Civil Service, Fixed-

term appointments of less than six (6) months shall be governed by contracts 

called Special Service Agreements and shall be regulated by the Law on 

Obligations and a simplified recruitment procedure shall be applied.  

The municipality hired 49 people through special service agreements for 

whom a simplified recruitment procedure has not been applied. Officials 

worked as drivers, health officials, data officers, guards, technical workers, 

and so on. These positions are considered as regular job positions and not as 

specific tasks as defined by the municipality. According to the municipality, 

this was due to the lack of approved positions in budget planning. 

Impact Covering positions with temporary agreements without a simplified 

recruitment procedure results in poor staff performance and monitoring and 

increases uncertainty if meritorious staff is hired in such positions. 

Recommendation B3 The Mayor should ensure that a simplified recruitment procedure for special 

service agreements is implemented. The Mayor should also ensure that 

regular job positions are not covered with specific tasks contracts and special 

service agreements. 

2.1.3 Goods and Services   

The final budget for Goods and Services and Utilities was €1,583,637, of which €1,557,818 was spent. 

They are mainly related to municipal expenses, fuel and other materials for heating, maintenance 

of facilities, maintenance of roads, servicing of vehicles, medical supplies, etc. We tested 32 samples 

for substantive tests in the amount of €114,450 as well as seven samples for compliance tests. 

2.1.4 Subsidies and Transfers  

The final budget for Subsidies and Transfers was €105,000, of which €104,650 was spent. They are 

mainly related to subsidising farmers, Non-Governmental Organizations (NGOs), student and 

pupil scholarships, individual health support and support for cultural and social activities, etc. We 

tested five samples for substantive tests in the amount of €6,650 as well as five samples for 

compliance tests. 

2.1.5 Capital Investments  

The final budget for Capital Investments was €4,517,332, of which €3,244,741 was spent. They are 

mainly related to road construction, sewerage, school construction, etc. We tested 69 samples for 

substantive tests in the amount of €959,167, as well as six samples for compliance tests. 
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Issue A2 – Lack of executive construction projects  

Finding  According to Article 28.10 of the Law on Public Procurement (LPP), the 

Contracting Authority shall be responsible for drafting the Executive Project, 

which shall mandatorily (also electronically) be attached to the Technical 

Specifications, which are part of the tender dossier. No Contracting Authority 

shall be allowed to issue tender documentation without attaching a detailed 

description of the project. 

In four5 cases, the municipality initiated procurement procedures and entered 

into contracts without drafting the executive construction project in advance. 

This happened due to negligence of the requesting units without making the 

drafting of the executive implementation projects in advance and the 

inefficient functioning of the controls at the procurement office by conducting 

procedures without fulfilling the legal requirements.  

Impact Initiation of the procurement procedure in the absence of the execution 

project results in incompliance with the legal requirement and may affect 

unforeseen budget expenditures by concluding annex contracts for 

unforeseen works. 

Rekomandimi A2 The Mayor should ensure that controls function efficiently at all times by the 

procurement office, by not allowing tender files to be published without 

executive projects.  

                                                      
5 1. Renovation of school facilities, public kindergarten and sports hall of the municipality of Malishevë; 2. Arrangement 

of the cemetery of martyrs of 1919 in the village of Gurbardhë and the martyrs’ monument of the village in Lladrovc; 3. 
Asphalting of roads in the villages of Malishevë in 5 parts; and 4. Sewerage works in the villages of Malishevë in three 
(3) parts 
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Issue A3 – Elimination of the Economic Operator with the cheapest bid  

Finding  According to Article 7.1 of LPP, A contracting authority shall treat economic 

operators equally and non-discriminatorily and shall act in a transparent way 

and Article 72.1 1. When the information or documentation to be submitted 

by the Economic Operators is or appears to be incomplete or incorrect, or 

when specific documents are missing, the contracting authorities may require 

economic operators to submit, supplement, clarify or complete the adequate 

information or documentation within a certain period, provided that such 

requirements are made in full compliance with the principles of equal 

treatment and transparency.   

For the renovation of school buildings, public kindergarten and sports hall in 

the Municipality of Malishevë, the municipality signed a contract on 

27.06.2019 in the amount of €288,819, while it eliminated the economic 

operator (EO) which had the cheapest bid in the amount of €198,482. The 

elimination was made on the grounds that there was no geodetic engineer, as 

the engineer had withdrawn from the agreement after submitting the bid by 

the EO. The municipality has not provided evidence that it has 

communicated with the EO to verify the situation and request additional 

information from EO under Article 72 of the LPP to have the opportunity to 

provide evidence that it has qualified staff. Communication was made only 

between municipal officials and the geodetic engineer. Officials have not 

provided any explanation for the non-compliance with the legal requirement. 

Impact Unequal treatment of all economic operators, in addition to being illegal, also 

damages the municipal budget. 

Rekomandimi A3 The Mayor should ensure that the tender evaluation commission treats all 

tenders equally and the evaluation of tender offers is done in accordance with 

the criteria of the tender dossier and LPP. The responsible procurement officer 

should also ensure that the LPP is being fully implemented by exercising the 

control function to prevent and correct errors. 
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Issue A4 Unclear technical specification  

Finding  According to Article 28.4 of LPP, A contracting authority shall formulate a 

technical specification by reference to (i) a Kosovo standard implementing a 

European standard, (ii) a European standard, (iii) a European technical 

approval, (iv) a common technical specification, (v) an international standard 

or (vi) any other technical reference system produced by European 

standardisation bodies, and Article 28.8 “Performance and functional 

requirements must be sufficiently precise to allow tenderers to determine the 

subject matter of the contract and to allow contracting authorities to award 

the contract”.    

Upon the formulation of technical specifications for asphalting the roads in 

the villages of Malishevë in the amount of €520,307, the municipality did not 

determine the quality of standard of the required works or products, 

requesting only asphalt concrete BA 16, did not determine the method 

according to which standard the gravel compression is controlled. In 

addition, the quality or bearing weight of concrete pipes has not been 

determined. We have not received a response from the municipality for not 

specifying the standards. 

Impact Failure to determine accurately the quality of the works or products offered 

increases the risk that the works will be carried out with poor quality and 

without control. It also makes economic operators poorly oriented and can 

affect the financial offer and contract price. 

Rekomandimi A4 The Mayor should ensure that the units make the design and technical 

specifications according to the legal requirements and needs of the municipality 

by defining the standard of quality of work or supply.  

2.1.6 Common issues for Goods and Services, as well as Capital 

Investments  

The following are the common issues dealing with Goods and Services as well as Capital 

Investments:  
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Issue B4 – Shortcomings in the payment certification process  

Finding  According to Article 25.1.2 of Financial Rule 01/2013 MoF, the certifying 

officer who is responsible that the documentation should be completed: To 

ensure that the implementable conditions of a public contract are met prior 

to registering the expenditure in KFMIS and the authorisation of payments; 

and Article 4 of the contract for the improvement of life and health for persons 

in need with no. 01-245 and 011542 between the municipality and the NGO 

Hendikos, the beneficiary will prepare a narrative and financial report for the 

municipality justifying the expenses with copies of invoices and receipts of 

payments and financial report submitted to the municipality with detailed 

documentation of all costs.    

In two certified cases for payment in the amount of €23,200 for the project, 

Improving the life and health for the people in need, there was a lack of 

evidence such as: payroll, fuel, telephone expenses, bank provisions, etc. This 

occurred as a result of inadequate controls on payment certification. 

Impact Lack of necessary evidence does not assure the municipality if the services 

are being performed under the terms of the agreement. 

Recommendation B4 The Mayor should ensure that the certification of payments is made only after 

the case has been completed with the necessary documentation, and that it 

contains all the necessary evidence set out in the co-operation agreement. 

Issue A5 – Incompliance with procurement procedures       

Finding  According to the Financial Rule No. 01/2013 the expenses for which there is 

no need to conduct procurement procedures are: Salaries, Expenses paid in 

petty cash, Advances for official travel, Utilities, Subsidies and Transfers, and 

Inter-departmental transactions”. Article 3 of Law on Public Procurement 

does not exclude the purchase of health services. 

The municipality has signed two 12-month contracts in the amount of 

€182,570, not complying with the procurement procedures. The contracts are 

concluded according to the regulation for the financing of NGOs, although 

we are dealing with the purchase of services. We have not received any 

response from municipal officials for not complying with procurement 

procedures. 

Impact Non-application of the procurement process reduces transparency in the 

spending of public funds and the municipality may receive services at 

unfavourable (non-competitive) prices. 

Rekomandimi A5 The Mayor should ensure that the purchase of health services is done through 

procurement procedures. 
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2.2 Capital and Non-capital Assets  

The value presented in the AFS of capital assets is €106,111,248, non-capital assets is €101,104, and 

stocks are €26,066. We tested 100 samples for substantive tests in the amount of €1,805,897, as well 

as nine samples for compliance tests. 

 

Issue A6 – Incomplete assets register  

Finding  Article 6, para 3 of MoF Rule No. 02/2013 – on Management of Non-financial 

Assets by Budget Organisations defines that Capital assets must be recorded 

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

While Article 22.3 defines that All capital and non- capital non- financial 

assets shall be subject to depreciation rates.   

We noticed that 14 payments in the amount of €167,874 for the purchase of 

capital assets over €1,000 were not registered in the asset register. This is due 

to an inaccurate communication within the finance department. 

Assets under €1,000 were presented to the AFS according to the initial value, 

not applying depreciation at all, because they are not registered in the e-asset 

system. The municipality does not apply the e-asset system for registration of 

non-capital assets. 

Impact Incomplete asset registration has affected the underestimation of capital 

assets and the non-application of depreciation on the overestimation of non-

capital assets disclosed in the AFS.  

Rekomandimi A6 The Mayor should ensure that all purchases and acquisitions of capital assets are 

recorded in the asset register. The Mayor should also ensure that all assets are 

registered in the "e-asset" system and the depreciation rate is applied.  
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Issue A7 – Shortcomings in asset management  

Finding  According to Article 4.1 of MoF Rule No. 02/2013 –on Management of Non-

financial Assets by Budget Organisations, the Chief Administrative Officer is 

responsible for adoption of internal rules and procedures on evidence.   

The municipality has not approved internal rules and procedures for 

evidence, preservation and alienation of municipal assets.  

According to Article 19.4.3 of the MoF Rule No. 02/2013 – on Management of 

Non-financial Assets, the responsibilities of the Commission for Inventory of 

Non-Financial Assets is for comparing the inventory situation with the 

situation in the records of non-financial assets and Identification of assets that 

have no value transferred. 

The municipality has implemented the inventory of assets for 2019; however, 

the inventory reports have not been harmonised/compared with the general 

register of assets and the register of e-assets. 

This happened due to inadequate functioning of the internal controls of the 

municipality regarding the area of assets.  

Impact Lack of internal rules and non-comparison of inventory reports with assets 

registers has hampered effective asset management and may affect that the 

value presented in the Financial Statement to be inaccurate. 

Rekomandimi A7 The Mayor should ensure that internal rules and procedures have been drafted 

for the evidence, preservation and alienation of non-financial assets. The Mayor 

should also ensure that comparisons of inventory reports are made with assets 

registers, and assets registers are updated according to the latest registration 

data. 

2.3 Receivables  

The BO in 2019 AFS disclosed accounts receivable in the amount of €2,236,650. This value consists 

of property tax €1,281,315, business tax €896,612, municipal rent €58,723. Accounts receivable from 

the previous year increased by €149,391. This increase was considerably influenced by the property 

tax receivables in the amount of €85,070 and the business tax by €75,271. 
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Issue B5 – Challenges in the management of Accounts Receivable  

Finding  The municipality did not have effective management in the collection of 

Accounts Receivable (A/R). We reported last year on shortcomings 

identified, such as:   

 According to Article 26 of the Law on Immovable Property Tax 06-L 005, 

the Municipality, the Ministry of Finance and the competent enforcement 

bodies shall have the authority and competences granted by this Chapter 

to collect outstanding tax liabilities which exceed the amount of ten (10) 

Euros and Article 27 If a taxpayer or debtor fails to fully pay the tax and 

fine if any, or outstanding tax liabilities, according to stipulated deadlines, 

the Municipality shall issue a final written notice within ten (10) business 

days after the last day for payment, requiring full payment of outstanding 

tax liabilities, not later than ten (10) calendar days after the day when the 

final notice is considered to be received by the debtor.   

The municipality for the property tax receivables in the amount of 

€1,281,315 did not undertake any activity for the collection of accounts 

receivable as provided for by the law on property tax; and 

Business tax receivables reached the value of €896,612. The municipality 

had not taken any concrete action to collect these debts. 

According to the municipality, the economic and social situation of the 

citizens of the municipality has led to non-payment of debts to property 

taxes, while in terms of businesses there are many inactive businesses. 

Impact Non-collection of receivables affects them to become uncollectible creating a 

precedent case for other debtors who may feel unequally treated and results 

in less funding for project financing. 

Recommendation B5 The Mayor should ensure that the collection of accounts receivable from 

property tax is done according to legal requirements. While for accounts 

receivable from business tax, the Mayor should consider all possible options, 

establishing policies and regulations in order to increase efficiency in debt 

collection. 

2.4 Outstanding liabilities  

The statement of liabilities not paid to suppliers at the end of 2019 was €364,461. These liabilities 

were carried forward to be paid in 2020. 
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Issue B6 – Delays in payment of invoices   

Finding  According to Article 39.1 of Law no. 03/L-048 on PFMA every valid invoice 

and demand for payment for goods, services and/or works supplied to the 

budget organization is paid within thirty (30) calendar days after the budget 

organization receives such an invoice or demand for payment.  

In one case for goods and services and in five cases for capital investments, 

the invoices received in the amount of €120,699 were not paid within the 

foreseen legal deadline. Delays ranged from one to nine months. This 

happened due to lack of funds. 

Impact Delays in the execution of payments affect the municipality to be subject to 

lawsuits by economic operators, thus causing additional costs for 

court/enforcement procedures for the municipality. 

Recommendation B6 The Mayor should ensure that all invoices are paid within the legal deadline 

and the ordering of goods, works or services is done only when the 

municipality provides funds in advance or allocates sufficient budgetary 

funds for payment. 

Issue A8 – Inaccurate presentation of the value of liabilities in the AFS  

Finding  According to MoF Rule No. 01/2017 on Annual Financial Reporting by 

Budget Organizations, Article 17, para 3 requires that Budget Organizations 

report all liabilities (invoices) incurred by 31 December of the reporting year. 

In two cases, invoices reported to the AFS as unpaid were overstated by 

€21,553. The invoice reported as unpaid in the amount of €15,001 was 

partially paid in the amount of €13,333 and the invoice in the amount of €8,790 

was partially paid in the amount of €8,220. This happened due to the 

malfunction of the internal controls of the municipality. 

Impact Inaccurate presentation of municipal liabilities leads to submission of 

incorrect entries in the AFS. 

Rekomandimi A8 The Mayor should ensure that financial liabilities are presented in the financial 

statements as required by the Rule on Annual Financial Reporting by Budget 

Organizations. 

2.5 Contingent Liabilities  

The statement of contingent liabilities at the end of 2019 was €326,542, for which the municipality 

was under court proceedings. 
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2.6 Contractual obligations  

The statement of contractual obligations to suppliers at the end of 2019 has not been provided by 

the Municipality of Malishevë. These obligations are for the signed contracts/agreements for which 

the obligations are paid in the following years. 

2.7 Internal Audit Function   

The Internal Audit Unit (IAU) in 2019 operated with one member, who is the head of unit. The 

Municipality of Malishevë has also set up an Audit Committee, which has held five meetings to 

assist the IAU. 

In addition to the strategic plan, IAU drafted an annual work plan that included five audits, which 

were carried out according to the plan. The audits have covered the current year in the area of 

procurement, property tax, supply and distribution of medicines, personnel management and 

planning and management in the field of education. Twenty (20) recommendations were made in 

these five reports, of which 14 were implemented by management and six were in the process of 

implementation. 

3 Progress in implementing recommendations  

Our audit report for the 2018 AFS of the Municipality of Malisheva resulted in 23 key 

recommendations. The municipality prepared an Action Plan stating how all recommendations will 

be implemented.  

The municipality has submitted the Progress Report on the implementation of recommendations 

(30 September and 15 March) according to the requirements of the Rules of Procedure for the 

implementation of the audit and action plans. Although management commented that the 

recommendations were addressed or are in the process, we identified that six recommendations 

have not been implemented. 

At the end of our 2019 audit, 13 recommendations have been implemented and six have not yet been 

implemented, while four recommendations are closed. For a more thorough description of the 

recommendations and how they are addressed, see Table 4 (or Table of Recommendations).  
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Table 4 Summary of recommendations of the previous year and of 2019 

No. Audit area  Recommendations of 2018 Actions 
taken  

Status 

1 AFS The Mayor should ensure that an analysis is 
carried out to determine the reasons for the 
Emphasis of Matter of the audit opinion. This 
requires specific actions to budget properly in 
order to eliminate misclassification and ensure 
continuous asset management and 
registration, including their fair disclosure in 
AFS. The Mayor should also ensure that all 
issues pertaining to compliance have been 
addressed, including the review of 2019 AFS 
by Management, with a particular focus on 
areas where errors have been identified in 
previous years.  

The 
recommen
dation for 
2019 is 
made in 
subsection 
2.1. Budget 
planning 
and 
execution 

Recommendati
on closed  

2 Revenues  The Mayor should ensure monitoring through 
the Finance manager to ensure that at the end 
of the day all cash collected from the provision 
of Utilities are deposited into the bank account 

From the 
samples 
tested, we 
have 
noticed 
that the 
depositing 
is done 
every day. 

Recommendati
on  
implemented 

3 Wages 
and 
Salaries 

The Mayor should ensure that the staff 
recruitment process is conducted in 
accordance with the recruitment procedures 
and rules. Also, the selection commission 
should properly document all phases of the 
recruitment process 

Even this 
year, the 
municipalit
y has not 
developed 
recruitment 
procedures 
in 
accordance 
with the 
procedures
. See issue 
B2 

Recommendati
on 
unimplemented 
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4 Wages 
and 
Salaries 

The Mayor should ensure the application of 
formal recruitment procedures for works 
considered to be executed through SSA, by not 
exceeding legal deadlines. Also, actions 
should to be taken that needs for regular 
positions are addressed in MoF during budget 
planning so that they are not covered under 
SSA. Payments for such services should not 
exceed in total the amount of monthly 
compensation determined by the SSA. 

The 
municipalit
y continues 
to hire 
workers 
with such 
contracts. 
See issue 
B3 

Recommendati
on 
implemented 

5 Wages 
and 
Salaries 

The Mayor should ensure additional controls 
on human resources management in order to 
establish adequate systematisation of 
personnel files. Civil servant data should be 
entered into SINP and updated as needed. 

The 
municipalit
y has 
entered the 
files of civil 
servants in 
the HRMIS.  

Recommendati
on 
implemented 

6 Goods 
and 
Services, 
and 
Utilities 

The Mayor should ensure that the evaluation 
process is in full compliance with the criteria 
required under the tender dossier and that the 
contract is awarded only after all the required 
criteria have been met. Also, procurement 
planning should be properly done, and 
notification of contract signing in a timely 
manner 

During the 
audit, we 
have not 
noticed 
such cases. 

Recommendati
on 
implemented 

7 Subsidies 
and 
Transfers 

The Mayor should ensure that decisions 
issued are in accordance with the internal 
municipal regulation and are approved by the 
commission for evaluation prior to granting 
subsidies. The subsidy should be within the 
limits allowed and approved by the respective 
levels. 

This issue 
will not be 
addressed 
in the 2019 
audit 
report. 

Recommendati
on closed 

8 Capital 
Investmen
ts 

The Mayor should ensure the proper 
segregation of duties between the officers 
involved in the public procurement process. 
Officers who have been involved in the 
preparation of the specifications or ToR 
should not be members of the Bid Evaluation 
Commission 

During the 
audit, we 
have not 
noticed 
such cases. 

Recommendati
on 
implemented 

9 Capital 
Investmen
ts 

The Mayor should ensure that public 
procurement procedures are conducted in 
accordance with the applicable legal 
framework. EOs which do not comply with 
the requirements of the tender dossier should 
not be awarded with contract.  

During the 
audit, we 
have not 
noticed 
such cases. 

Recommendati
on 
implemented 
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10 Capital 
Investmen
ts 

The Mayor should ensure that payment of the 
money withheld is made in accordance with 
the terms and conditions set forth in the SCC, 
or this practice of accepting guarantees should 
be provided for in the SCC. 

During the 
audit, we 
have not 
noticed 
such cases. 

Recommendati
on 
implemented 

11 Capital 
Investmen
ts 

The Mayor should ensure that payment 
certification is made only after the case has 
been completed with the necessary 
documentation and that it contains all 
necessary evidence as set forth in the co-
operation agreement 

The 
municipalit
y has 
continued to 
pay for this 
service 
without the 
necessary 
documentati
on. See issue 
B4 

Recommendati
on 
unimplemented 

12 Capital 
Investmen
ts 

The Mayor should strengthen control 
mechanisms in contract monitoring and 
management. Contract managers should not 
accept works/supplies if they are not in 
compliance with the specifications specified in 
the contract.  

During the 
audit, we 
have not 
noticed 
such cases. 

Recommendati
on 
implemented 

13 Capital 
Investmen
ts 

The Mayor should strengthen control 
mechanisms in the receipt of invoices and 
shipments by suppliers. Contracts managers 
should keep accurate record about the amount 
of supplies and the invoiced value. 

During the 
audit, we 
have not 
noticed 
such cases. 

Recommendati
on 
implemented 

14 Common 
Issues on 
Goods 
and 
Services, 
and 
Capital 
Investmen
ts 

The Mayor should ensure that contract 
managers in their reports provide sufficient 
information on the progress of contract 
implementation. Control measures should be 
intensified and in cases of unjustified delays, 
penalties for late days should be applied by 
contract managers 

During the 
audit, we 
have not 
noticed 
such cases. 

Recommendati
on 
implemented 

15 Common 
Issues on 
Goods 
and 
Services, 
and 
Capital 
Investmen
ts 

The Mayor should ensure that a proper 
budgeting plan will be made, by 
strengthening the financial discipline to make 
timely payments and take appropriate 
measures to properly manage the obligations 
and avoid additional costs 

The 
recommen
dation is 
made in 
subsection 
2.4 

Recommendati
on closed 
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16 Common 
Issues on 
Goods 
and 
Services, 
and 
Capital 
Investmen
ts 

The Mayor should ensure the establishment of 
a control system in this area so that 
expenditures are budgeted and classified in 
the respective economic codes defined in the 
Treasury chart of accounts/KFMIS. 

Even this 
year we 
have 
noticed 
that the 
municipalit
y has 
misclassifie
d 
expenditur
es. See B1 

Recommendati
on 
unimplemented 

17 Common 
Issues on 
Goods 
and 
Services, 
and 
Capital 
Investmen
ts 

The Mayor should ensure that contractual 
obligations and expenditures are not created 
without the appropriate financial means being 
preliminary committed in KFMIS. Purchase 
orders should be prepared immediately after 
contract singing. 

During the 
audit, we 
have not 
noticed 
such cases. 

Recommendati
on 
implemented 

18 Capital 
and non-
capital 
assets 

The Mayor should ensure that legal 
requirements for asset registration and 
management in the value under €1,000 should 
be fully met by assigning a storage officer, and 
that all receipts of goods and equipment are 
recorded in the e-asset programme 

The 
municipalit
y has not 
yet 
managed 
to register 
assets 
under 
€1,000 in 
the e-asset 
system. See 
issue B5 

Recommendati
on 
unimplemented 

19 Capital 
and non-
capital 
assets 

The Mayor should ensure that a regulation or 
internal guideline that regulates the 
management of official vehicles has been 
drafted. Vehicles should be used only after the 
purpose and the requests have been clearly 
defined by the direct supervisor of the 
vehicle’s user. 

During the 
audit, we 
have not 
noticed 
such cases. 

Recommendati
on 
implemented 

20 Receivabl
es 

The Mayor should ensure an action plan for 
debt collection. Initially, legal actions should 
be taken through enforcement agents, and 
consideration should be given to all possible 
options to ensure full collection of accounts 
receivable and debts. 

The 
municipalit
y has not 
yet taken 
action to 
collect 
A/R. See 
issue B6 

Recommendati
on 
unimplemented 
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21 Outstandi
ng 
liabilities 

The Mayor should ensure that costs are 
incurred only after the financial means have 
preliminary been committed in KFMIS. 
Payment of the liabilities should be made 
within 30 days of receipt of the invoice. 

Even this 
year we 
have 
encountere
d that 
invoices 
have not 
been paid 
within the 
time limit 
of 30 days. 
See issue 
B7 

Recommendati
on 
unimplemented 

22 Internal 
Audit 
System 

The Mayor should ensure that IA annual plan 
focuses more on current year activities and the 
recommendations given by the IA are 
addressed and timely implemented. 

During the 
audit, we 
have not 
noticed 
such cases. 

Recommendati
on 
implemented 

23 Managem
ent 
Reporting, 
Accounta
bility and 
Risk 
Managem
ent 

The Mayor should take concrete actions in 
preparing the strategic plan and risk register 
and delegate responsibility for risk 
management across relevant sectors of 
administration by providing regular reporting 
on the implementation of requirements in this 
area. 

This issue 
will not be 
addressed 
in the 2019 
audit 
report 

Recommendati
on closed 

No. Audit area  Recommendations of 2019 

1 Budget 
Planning 
and 
Execution 

The Mayor should ensure that all necessary actions have been taken to ensure 
that expenditures are planned in adequate budget allocations or that funds are 
redistributed and that payment and registration of expenditures are made 
according to adequate economic codes 

2 Revenues The Mayor should take all necessary actions to ensure that the property is 

verified according to the legal requirement, so that the records about the 

property tax are complete and accurate 

3 Wages 

and 

Salaries 

The Mayor should ensure that the staff recruitment process is conducted in 
accordance with the recruitment procedures and rules. The selection committee 
should also properly document all stages of the recruitment process 

4 Wages 
and 
Salaries 

The Mayor should ensure that a simplified recruitment procedure for special 
service agreements is implemented. The Mayor should also ensure that regular 
job positions are not covered with specific tasks contracts and special service 
agreements 

5 Capital 
Investmen
ts 

The Mayor should ensure that controls function efficiently at all times by the 
procurement office, by not allowing tender files to be published without 
executive projects 
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6 Capital 
Investmen
ts 

The Mayor should ensure that the tender evaluation commission treats all 
tenders equally and the evaluation of tender offers is done in accordance with 
the criteria of the tender dossier and LPP. The responsible procurement officer 
should also ensure that the LPP is being fully implemented by exercising the 
control function to prevent and correct errors 

7 Capital 
Investmen
ts 

The Mayor should ensure that the units make the design and technical 
specifications according to the legal requirements and needs of the 
municipality by defining the standard of quality of work or supply 

8 Common 
issues 

The Mayor should ensure that the certification of payments is made only after 
the case has been completed with the necessary documentation, and that it 
contains all the necessary evidence set out in the co-operation agreement 

9 Common 
issues 

The Mayor should ensure that the purchase of health services is done through 
procurement procedures 

10 Assets The Mayor should ensure that all purchases and acquisitions of capital assets 
are recorded in the asset register. The Mayor should also ensure that all assets 
are registered in the "e-asset" system and the depreciation rate is applied 

11 Assets The Mayor should ensure that internal rules and procedures have been drafted 
for the evidence, preservation and alienation of non-financial assets. The 
Mayor should also ensure that comparisons of inventory reports are made 
with assets registers, and assets registers are updated according to the latest 
registration data. 

12 Receivabl
es 

The Mayor should ensure that the collection of accounts receivable from 
property tax is done according to legal requirements. While for accounts 
receivable from business tax, the Mayor should consider all possible options, 
establishing policies and regulations in order to increase efficiency in debt 
collection 

13 Outstandi
ng 
liabilities 

The Mayor should ensure that all invoices are paid within the legal deadline 
and the ordering of goods, works or services is done only when the 
municipality provides funds in advance or allocates sufficient budgetary funds 
for payment 

14 Outstandi
ng 
liabilities 

The Mayor should ensure that financial liabilities are presented in the financial 
statements as required by the Rule on Annual Financial Reporting by Budget 
Organizations. 

*This report is a translation from the Albanian original version. In case of discrepancies, Albanian 

version shall prevai. 
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Annex I: 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:  

 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.  
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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;  

 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.  
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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 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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Annex II: Letter of Confirmation 

 


