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The National Audit Office of the Republic of Kosovo is the highest 

institution of economic and financial control which, according to the 

Constitution and domestic laws, enjoys functional, financial and 

operational independence. The National Audit Office undertakes 

regularity and performance audits and is accountable to the 

Assembly of Kosovo.  

Our Mission is to contribute to sound financial management in the 

public administration. We perform audits in line with 

internationally recognized public sector auditing standards and 

good European practices. 

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. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of Kosovo Landfill Management 

Company JSC  in consultation with the Assistant Auditor General, 

Vlora Mehmeti who supervised the audit. 

The opinion and report issued are a result of the audit carried out 

by Luljeta Morina  and Senver Morina under the management of the 

Head of Audit Department Enver Boqolli.   

 

 

NATIONAL AUDIT OFFICE-St. Musine Kokollari, No. 87, Prishtina 10000, Kosova 
Tel: +381(0) 38 60 60/1011 

http://zka-rks.org  
 

http://zka-rks.org/
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Executive Summary  

Introduction  

This report summarises the key issues arising from our audit of the 2016 Annual Financial Report 

of the Kosovo Landfill Management Company (KLMC), which determines the Opinion given by the 

Auditor General. The examination of the 2016 financial statements was undertaken in accordance 

with the International Standards on Supreme Audit Institutions. Our 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 Plan1 dated 28/10/2016.   

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

 

The level of work undertaken by the National Audit Office to complete the 2016 audit is a direct 

reflection of the quality of internal controls implemented by the Management of KLMC.   

Opinion of the Auditor General 

Qualified Opinion  

The Annual Financial Statements for the year ended 31 December 2016, besides the effects of the 

matters described in the paragraph for the Qualified Opinion Basis, present a true and fair view in 

all material respects. 

Other issues 

The KLMC annual financial statements for the year ended 31 December 2015 have been audited by 

another auditor. 

For more, please refer to Section 1.2 of this report.  

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

                                                      
1 The term External Audit Plan replaces the term Audit Planning Memorandum 

The Annual Financial 
Statements

Governance
Financial Management 

and Control



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

 

 5 

We would like to thank the Chairman of Board and his staff for the cooperation during the audit 

process.  

Key Conclusions and Recommendations  

 

 

 

 

 

Response of the Chairman of the Board - Audit 2016 

The Chairman of the Board has considered and agreed with the detailed findings and audit 

conclusions and committed himself to address the recommendations given. 

  

Weaknesses in controls towards 
confirming the fair reflection of 

assets, receivables, liabilities and 
equities have resulted in 
Qualification of Opinion. 

The Chairman of the Board should 
analyse the reasons of Qualification of 

Opinion for 2016 and identify the 
neccessary actions towards enabling a fair 

and accurate presentation of assets, 
liabilities, receivables and equities in 2017. 

The AFS preparation was poorly 
mananged  and accompanied with 

financial  errors. 

The Chairman of the Board should ensure 
that AFS preparation process 2017 
includes an effective and formal 

management review and signed only upon 
fulfillment of neccesary actions. 

The prior year recommendations are 
not being addressed adequately  

towards development and 
improvement of the organization. 

The Chairman of the Board should 
implement a strict process in order to 

ensure that prior year recommendations 
are being addressed in active manner (see 

issue 3). 

The governance , accountability 
arrangements

and management reporting are 
weak. 

The Chairman of the Board should ensure 
that Governance arrangements are  

reviewed in critical manner in order to 
ensure that adequate changes are made 
towards improvement of accountability 

arrangements and management reporting ( 
see issues 4,5 and 6.) 

Even though in some areas the 
internal controls are effective , 
there are weaknesses  in some 
important financial systems , 

including expenditures, salaries 
and revenues. 

The Chairman of the Board should apply a 
detailed assessment of expenditures and 
other areas of concern highlighted in this 

report  to identify the reasons on emerging 
weaknesses and their addressing ( see 

issues 7 and 16). 
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1 Annual Financial Statements and other External 

Reporting Obligations   

Introduction  

Our review 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 Ministry of Finance. 

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 AFS of the Public Enterprise “ Kosovo Landfill Management Company” for 

the year ended on 31st of December 2016 which comprise of the Statement of Cash Receipts and 

Payments, Budget Execution Statement and the Explanatory Notes of the Financial Statements.  

In our opinion, apart from the effects of the prescribed issues in the paragraph on the Basis of the 

Qualified Opinion,  the Annual Financial Statements for the year ended on 31st of December 2016 

present a true and fair view in all material respects in accordance with International Accounting 

Standards ( IAC), International Standards of Financial Reporting ( ISFR) and Kosovo laws.  The 

financial statements are prepared based on the current  accounting principle2, Law No; 03/L-048 on 

Management of Public Finances and Responsibilities ( as supplemented and amended ) and Law 

No; 04/L-087 on Public Enterprises ( as supplemented and amended).  

  

                                                      
2 The current accounting principle – implies, Confirmation of  transactions and events are reported  when they occur 

happen and not when cash money  is received or paid. 
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Basis for the qualified opinion 

We have established the basis for a qualified opinion for the following reasons: 

 Receivable accounts in accounting and in AFS,  have been presented in the amount of 

€2,778,371, with an understatement  of €1,574,057 for the bad debt provision, implying that  

the gross value of receivables is presented without including the provision. This is because 

the company in fact does not recognize provision for bad debts , even though in accounting 

this account exists. Furthermore, from the confirmation of the accounts we found an 

understatement  of receivable accounts for €14,549; 

 For the payable accounts  for taxes and contributions and others presented in the AFS in the 

amount of €267,432 we were unable to confirm the value of this calculation due to the  

absence of a report or situation3 from the Tax Administration of Kosovo; 

 The long-term liability for deferred revenue from the grant are presented at AFS in the 

amount of  €158,583 , but the amount carried  from last year in the amount of €408,785 was 

not correct. This is because, in the  statement of revenues  the company has recognized  

deferred revenues  in the amount of  €79,721 rather than €250,203 as it has been reduced and 

presented in the AFS. This has been the result of  not recording in time  these changes in the 

accounting from previous years; 

 The equity was presented in the AFS in the amount of €4,482,406, while the accounting  was 

€2,908,350, and this was due to erroneous accounting records from the previous years. The 

company has also presented in the AFS a revaluation account in the amount of  €6,229, 

although the company did not make a revaluation of assets during this year; and 

 Active/Passive balance sheet of accounting is  presented in the amount of €3,755,582 while 

in the AFS in the amount of €5,331,738, and this difference occurred due to the provision of 

bad debt in accounting that has affected the reduction of equity and receivables, as well as  

some accounting changes that occurred in 2016. 

We have conducted the audit in accordance with International Standards on Auditing (ISSAIs). 

According to these standards, our responsibilities are described below in the section 'Auditor's 

Responsibilities for Audit of Financial Statements'. According to the ethical requirements that are 

relevant to our audit of the financial statements of Publicly Owned Enterprises in Kosovo, the NAO 

is independent from PE, and other ethical responsibilities have been met in accordance with these 

requirements. We believe that the evidence that we have received from audit  is sufficient and 

appropriate to provide the basis for our qualified opinion. 

Other issues  

The Annual Financial Statements of KLMC for the year ended 31 December 2015 have been audited 

by another auditor who has expressed a qualified opinion on these financial statements on 27 April 

                                                      
3 The taxpayers report of the overall situation generated by TAK.  
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2016 due to: disclosures in the note three (3) of the financial  statements,  net carrying value of 

property, installations and equipment that were  not carried at their cost or after depreciation; 

disclosures in the note five (5) of the  financial statements on trade receivables and others.  Although 

there was a decrease in their value compared to the previous year, we did not notice  any corrective  

actions taken  and provisioning of bad debts;  we did not notice any provision for court cases due 

to some lawsuits by some suppliers for non-payment of debts. 

Responsibility of Management and Those Charged with Governance and AFS  

The Chief Executive of Public Enterprise is responsible for the preparation and fair presentation of 

financial statements in accordance with International  Accounting Standards ( IAS), International 

Standards on Financial Reporting ( ISFR) and Kosovo laws.  The financial statements are prepared 

based on the actual accounting principle and is responsible for internal controls which are 

determined as necessary by the  management to enable the preparation of financial statements that 

are free from material misstatement, whether due to fraud or error. This includes the application of 

Law number 03/L-048 on Public Finance Management and Accountability and Law No. 04/L-087 

on Public Enterprises ( as supplemented and amended).  

The Chairman of the Board is responsible to ensure the oversight of PE  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. We conducted our audit 

in accordance with ISSAIs. These standards require that we comply with ethical requirements and 

plan and perform the audit to obtain reasonable assurance about whether the financial statements 

are free from material misstatements. Our objectives are to obtain reasonable assurance if AFS  does 

not contain any material misstatement either by fraud or error. 

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 

accordance with ISSAIs will always detect a material misstatement when it exists. Misstatements 

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

could influence the decisions taken on the basis of these AFS. 

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

disclosures in the AFS. The procedures selected 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.  

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

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

presentation of the financial statements.  
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1.2 Compliance with AFS  and other reporting requirements  

PE is required to comply with a specified reporting framework and other reporting requirements. 

We considered: 

 Requirements of Law No. 03 / L-048 on Public Financial Management and Accountability 

(as supplemented  and amended); 

 Requirements of Law No. 02 / L-123 on Trade Organizations; 

 Requirements of Law No. 04 / L-087 on Publicly-Owned Enterprises (as supplemented and 

amended); 

 Requirements of Law No. 04 / L-014 on Accounting, Financial Reporting and Auditing; 

 Requirements of the Public Procurement Law (as supplemented and amended); 

 Requirements of Administrative Instruction No. 2/2013 / MoF on Structure and Content of 

Annual Financial Reports; 

 In the context of other external reporting requirements, KLMC has the following obligations: 

o PE statute  

o Business Plan; 

o Quarterly reports on time; 

o Operative  reports ( performance); 

o Annual report; 

o The Customers Satisfaction Measurement Report; and 

o Draft plan and final procurement plan on time. 

In our Interim Audit Memorandum, dated 6/12/2016, we have raised some issues related to the 

financial statements that may have an impact on the opinion. The raised issues  were not addressed. 

As a result, in draft financial  statements dated on 15/02/2017 there was  need for some financial 

corrections in the statement of financial position, revenue statement, statement of changes in equity 

and explanatory notes that were followed by material errors. Despite our suggestions, we have 

identified  findings that we have presented in the basis for the opinion. 

Given the above, the annual financial statements prepared by the Chief Executive Officer and the 

Chief Financial Officer on the submission of the AFSs to the Board of Directors, in addition to the 

effects of the matter described in the paragraph for the Qualified Opinion Basis, the annual financial 

statements present a true and fair view. We have identified that KLMC had met the above 

requirements. 
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1.3 Recommendations for the first part of the report 

For the abovementioned issues, we provide the following recommendations:  

Recommendation 1 High Priority- The Chairman of the Board  should ensure that an analysis is 

undertaken to determine the causes of the Qualification  Matter. Actions 

should be taken to address the underlying causes in a systematic and 

pragmatic manner to remove errors and ensure accurate evaluation of 

receivables, assets, liabilities and equity.  

Recommendation 2 High Priority- The Chairman of the Board should ensure that effective 

processes are in place to confirm that the 2017 AFS production plan  addresses 

all issues related to compliance.  This also should include  the  Management 

review of the draft AFS with specific focus on high risk areas and/or areas 

where errors have been identified in previous years. The Financial Statements 

should be approved once all necessary controls have been applied to AFS 

draft.  

2 Governance 

Introduction 

Effective governance arrangements are fundamental to KLMC 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. Therefore, 

we have applied a consistent approach to all audits in order to determine the overall quality of PE 

reports. 

The remainder of our review of governance arrangements reflects a consideration of: 

 those areas of Governance Arrangements where significant improvements are required and 

where we believe that our recommendations can generate positive improvements including 

consideration of the Internal Audit system, assignment  of duties, fulfilment of customer 

requirements (satisfaction); and  

 areas of Financial Management and Control identified through our audit work including 

specific work directed at compliance s in key income and expenditure systems (these areas 

are considered in Section 3 of this report) 
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Overall Governance Conclusion  

There are several governance weaknesses in KLMC particularly related to accountability, risk 

management and the quality of management reporting. Different reports  completed by KLMC only 

partially recognises this situation with some positive comments about existing arrangements not 

evidence based. Other arrangements which would support the development of governance such as 

an effective response to audit recommendations and the operation of a high quality internal audit 

unit are not in place. 

KLMC had failed to implement the recommendations given in the external audit report for 2015 and 

had not prepared any risk management plan,  despite the identification of  some significant risks 

that could have an impact on the organization regarding the achievement of its objectives. KLMC 

had drafted the business plan, however, this plan does not cover all activities and its content does 

not reflect the real opportunities of the enterprise. Furthermore, even Internal Audit did not provide  

a clear picture on the level of assurance of internal controls and had not provided any 

recommendations for their improvement. 

In addition, failure to identify financial errors during the audit of  the financial statements for 2015 

has resulted for these errors to be carried forward in the financial statements of 2016.   

2.1 Progress in the Implementation of Prior Year 

Recommendations 

Our External4 Audit Report on the 2015 AFS  resulted in 3 (three) key recommendations. KLMC did 

not prepare an Action Plan stating how all recommendations will be addressed. The management 

had commented the findings in the letter management where the Board of Directors (hereinafter 

BD) had approved this report and the annual report for 2015 at the annual general meeting of the 

BD on 10.06.2016. However, the management did not implement the recommendations given by the 

external auditor. 

By the end of our 2016 audit, none of the 3 given recommendations were implemented. 

For a more thorough description of the recommendations and how they are addressed, see Annex 

III.  

                                                      
4External Audit Report – The AFS audit  of KLMC  for 2015 was conducted by a private audit firm  and not  by the 

NAO, and their reporting included a report with the opinion  and a letter to the management , where  findings and 
recommendations  were presented.  
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Issue 3 – Non implementation of  Prior Year Recommendations – High Priority  

Finding  None of the prior year recommendations  have been implemented because 

KLMC did not follow any formal process to manage and monitor the 

implementation of External Audit recommendations. 

1. Property, installations and equipment were carried at their cost by 

removing depreciation,  and the recommendation given for  the testing 

of assets damage by evaluation individuals  or experts, was not applied 

even this year; 

2. Declaring or recognizing the provision for court cases for the purpose of 

realistic assessment of the obligations was not implemented yet ; and 

3. Recognition of provisions for bad debts, for receivable accounts which 

reflects the real property situation was not implemented yet. 

Risk Failure to implement recommendations from previous years increases the 

risk of the continues presence of the same deficiencies that relate to the 

financial statements.  

Recommendation 3 The Chairman of the Board should ensure the drafting and implementation 

of the action plan, if necessary, review the same plan, and setting out exact 

deadlines and assigning responsible staff for the implementation of the 

recommendation given by External Auditor, by giving priority to the most 

important areas.  

2.2 Specific Governance Reviews 

Our work on specific areas of governance arrangements has been informed by our audit planning 

which considered the context within which KLMC operates and the challenges that it faces.    

2.2.1 Setting of Strategic Objectives  

According to the Law on PE, KLMC should prepare a Business Plan for the next calendar year to 

determine where is currently standing , and where does it want to go  for the upcoming three years. 

This plan should be approved by the Board of Directors until 31st of October of every calendar year.   
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Issue 4 – Weaknesses in business plan- High Priority  

Finding  The business plan contains a risk statement and a list of challenges and risks 

that KLMC will face, but does not include  mitigation / management actions 

of risks  to an acceptable level. The company is facing with  financial risks and 

with the lack of budget availability,  liabilities inherited from earlier years, 

low capital investment and operational risks, out-dated technologies, high 

service costs, low tariffs and external infrastructure, environmental risks,  

market conditions and disasters. 

Regarding the  disasters and environmental risks, especially at Mirash 

Sanitary Landfill, the company carries this risk to the shareholder, by seeking 

for tariff increases or financial support for the problem of sewage and 

groundwater penetration that may also contaminate rivers or even regional 

waters . The likelihood of this danger is huge and the impact is too high,  by 

endangering the staff working there, the surrounding population, local and 

regional water pollution. For effective risk management, the company had 

taken actions, but so far the significant risks affecting the organization were 

not eliminated yet,  but are present  at an acceptable level due to financial 

inability. 

Furthermore, the company did not set the timetable for the execution  of 

business goals as per the requirements of the Law on Publicly Owned 

Enterprises No. 03 / L-87 (Article 30.1 point a). 

Risk The lack of effective and comprehensive risk management, will diminish the 

quality of service to citizens, and if internal and external issues affecting this 

area are not timely addressed. 

Recommendation 4 The Chairman  of the Board should ensure that all mechanisms for addressing 

identified issues are used,  and make efforts towards an appropriate risk 

management  in order to reduce them to an acceptable level. This can be done 

through the drafting of an action plan on monitoring the achievement of 

objectives and by establishing  effective oversight functions. 
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2.2.2 Management Reporting and Accountability  

A range of internal controls are applied by the 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 5 – Weaknesses in Management Controls – High Priority  

Finding  Our review of the management controls applied to KLMC key financial 

system highlighted a partial financial adequate reporting of expenditure and 

revenue to senior management and  analysis of service delivery. However,  

these reports have not been always   complete and accurate for the liabilities, 

receivable accounts, asset  and equity. This has happened because the 

inherited accounting records have not been updated on time. The 

improvements were not made even after our advice in the audit 

memorandum. Moreover, the weaknesses identified in budgeting, billing and 

payments or receivables indicate  that management controls are not 

sufficiently consolidated towards preventing  or avoiding the  eventual 

errors. 

In addition, the failure to implement prior year  recommendations and 

inadequate activities of  IAU , indicate that controls are still not being applied 

in effective manner.   

Risk The quality of financial and activity reporting to senior management has 

reduced the management’s ability to proactively manage the operations of 

KLMC, and has undermined the effective  controls. The identified 

weaknesses  may result in inaccurate and incomplete reports for users. 

Recommendation 5 The Chairman  of the Board should ensure that a detailed review has been 

carried out to determine the form of financial and operational reporting to 

senior management, which is required to support the effective management 

of the activity and to ensure that an appropriate solution is established. 
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2.3 Internal Audit System 

The Internal Audit Unit (IAU) operates with one  member – Internal Auditor.  An effective audit 

requires a comprehensive work programme that reflects financial and other risks to KLMC and 

provides sufficient assurance over the effectiveness of internal control. The impact of IA output 

should be judged by the importance that management places on addressing recommendations and 

the support and challenge provided by an effective Audit Committee. IAU reports were mainly 

reports on spending and revenue analysis, procurement, fuel expenditures, infrastructure that did 

not produce any findings or recommendations for the management. We are sceptical on delivering 

quality service reviews by  IAU  during this period. 

 

Issue 6 – Weaknesses in IAU functioning – High Priority  

Finding  A number of weaknesses exist related to current IAU operations: 

 IAU had no strategic plan and statute of this unit according to legal 

requirements; and 

 Out of eight (8) planned audits, which had no  individual deadline , 

IAU managed to complete seven (7) reports by providing only one 

recommendation. The reports had no proper form and structure, by 

lacking: clear objectives, scope of audit, audit results  such as findings, 

conclusions and recommendations, and the action plan for 

implementation of recommendations. This is due to the lack of 

adequate training of the Auditor. Furthermore, five (5) planned audits 

for specific areas,  were replaced by five (5) other. 

These results reflect the lack of Management's attention, in recognizing and 

maximizing the benefit of internal audit towards  seeking  assurance on the 

effective functioning of internal controls or good governance. This also 

indicates poor quality of planning and execution  of internal audit. 

Risk The internal audit report that does not reflect the entity's existing risks 

impacts towards non identification and addressing of weaknesses in controls, 

resulting with inaccurate financial statements, inefficiency and operational 

losses.   

Recommendation 6 The Chairman of the Board should ensure that the maximum benefit is 

achieved from the internal audit activity. The Audit Committee should 

ensure the proper functioning of  IAU by reviewing in critical manner the 

internal audit plans in order to  confirm that they are based on risk, provide 

assurance and quality reporting to the management. 
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3 Financial Management and Control 

Introduction 

Our work on Financial Management and Control outside of the areas of Governance referred to 

chapter two reflects the detailed work undertaken on Revenue and Expenditure Systems. As part 

of this we consider Budget management, Procurement and Human Resources s, and Assets and 

Liabilities. 

Financial Management and Control Conclusion 

Controls over the general management of KLMC  need improvements. Although revenues from 

sales from its business in 2016 has increased by 15% compared to 2015, our audit has highlighted 

shortcomings in compliance with laws. This indicates the need to strengthen controls in this area. 

The existing budget planning processes were not adequate. The initial budget for capital 

investments compared to the final budget  indicates a decreasing trend of 50% and this is an 

indication of inadequate planning for this category. 

Moreover, even expenditures on  wages and salaries were not properly managed. The recruitment 

procedures for specific works were not in accordance with the  Law on Labour  and did not provide 

transparency of employment, competition and equal treatment upon conclusion of  working 

relationship. 

Even the  management of expenditures for goods and services and capital investments,  needs to be 

improved.  This is because  there was a lack of admission report on goods, prior approval of 

purchase requests, and there was no decision on expenditure limitations.  Identified shortcomings 

jeopardize the acceptance of  unqualified works or equipment,  and outside of  contractual 

conditions. 

In addition, the existing controls in the management of capital assets, receivables and liabilities  are 

not adequate. They have prevented the recording and accurate and complete reporting of these 

accounts both in the internal registers and in the AFS. 

These and other weaknesses presented in this report should be taken into account by the Board of 

Directors in order to improve the financial management and control in the KLMC. 
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3.1 Budget Planning and Execution 

We have considered the sources of budgetary funds for KLMC spending of funds by economic 

categories and collected revenues.  This is highlighted in the following tables: 

Table 1. Economic categories, planned and executed in € 

No. Description   
Initial Planning 

2016  
Reviewed 

planning 2016   
Execution 

2016  
Execution 

2015 

1 Revenues5  1,795,234 1,858,645 1,851,415 1,520,617 

2 Expenditures  (2,587,143) (2,526,068) (2,175,193)6  (2,180,069) 

3 Non operative revenues  600,000 723,318   

4 Revenues from Grant   97,542   

5 Profit/Loss (1-2) (191,909) 153,437 (323,778) (659,452) 

KLMC did not manage to generate other revenues from grants or donations, by mainly covering its 

activity from  sale revenues and government subsidies at the end of the year. 

Revenues generated in 2016, compared with 2015, increased by  €330,792. The increase was mainly 

the result of an increase in sales revenues from its activity by 15% compared to 2015. For more ,  

refer to sub-chapter 3.4 on Revenues. 

The other revenues were from the subsidies  from the Government of Kosovo  in the amount of  

€200,000, and a single revenue  from the confiscation of the execution guarantee in the amount of 

€11,000, deferred revenue from grant in the amount of  €79,721,  and a revenue  from the penalty by 

disciplinary commission in the amount of  €792. 

The deferred revenues  from grants represent the reduction of long-term liabilities for advances (or 

deferred revenues  from grant based on accounting) 

Table 2.  Spending of funds according to economic categories – budget execution in € 

Description 
Initial 

Budget 
Final 

Budget 
2016 

Outturn 
2015 

Outturn 

Spending of funds by economic categories 2,587,143 2,526,068 2,359,5637  2,267,856 

Wages and Salaries 664,382 660,332 601,366 585,074 

Goods and Services including utilities  1,033,790 794,765 701,847 755,143 

Depreciation 888,971 888,971 871,980 839,852 

Capital Investments  0 182,000 184,370 87,787 

                                                      
5 Revenues include: revenues from PE activities, from Grants and credits ( if any).  
6 Expenditures are presented according to Statement on Revenues, without investing activity  
7 Investing activity are included as well  
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Explanations for changes in budget categories are given below: 

 The allocated budget for Capital Investments was mainly destined  to spending on spare 

parts /investment maintenance (€146,000), maintenance of infrastructure (€90,000) and 

installation of the camera system (€5,000). KLMC with initial budget did not  separate the 

investment activity from the operational activity,  and this was done only upon  the revision 

of the budget on 28.07.2016. Despite of this , upon  budget revisions  there was an 

identification of  investment elements  according to the initial budget  in the amount of 

€368,000 , and upon the revision this budget was reduced to €241,000 by removing some 

investments (such as purchasing a truck in the amount of  €100,000 and buying a car €22,000) 

and reducing some other positions (Digitization of scales was renamed upon  review,  as 

installation  of cameras, resulting in a budget reduction from €10,000 to € 5,000). Budgetary 

changes were the result of the court's decision to pay a previous liability  to the supplier. 

With the decision dated 29.11.2016, the Board of Directors (BD) had reallocated funds from 

capital investment in the amount of  € 59,000 in operating expenses. The reallocation of funds 

at the end of November is an indicator  of an inadequate planning of this category, resulting 

in failure towards meeting certain objectives with initial goals; 

 The budget allocated for Wages and Salaries was in the amount of €664,382 foreseeing the 

payment for work experience. Upon review, KLMC has reduced the budget to €660,332 due 

to non-payment of the work experience. Budgeting of salaries was done only for the basic 

salary including the meal allowance. Execution of payments includes basic salary, meal 

allowance, employer's contribution, bonuses, incentives, other extras such as overtime, and 

there was also a  budget surplus due to inadequate planning of this category. The increase 

in the budget for Wages and Salaries compared with the previous year was due to the 

increase of the meal allowance, some new positions, salary increase for BD, work experience 

which although planned was not applied during the respective period; 

 The budget allocated  for Goods and Services was planned  for official travel, repair and 

maintenance, oil and fuel costs, consultancy services, administrative expenses and other 

expenses in the amount of €794,765. With the decision of 31.10.16, the BD had reallocated 

financial means from consulting and training services in the amount of €9,000  at the 

position, wage, travel and representation. However, the budget surplus is due to inadequate 

planning; 

  Cash collection  only from operating activities according to  the cash flow statement was in 

the amount of €1,990,346 compared to the previous year from  €1,680,630 with an increase of 

€311,675. 

Regarding cash collection  from funded activities, KLMC has presented  government subsidy in the 

amount of  €200,000 compared to the previous year from €59,347 with an increase of €140,653. 
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Issue 7 – Budget Execution  – High Priority  

Finding  The initial budget for capital investments compared to the final budget shows  

a decreasing  trend of 50% and this is an indication of inadequate planning 

for this category due to a court dispute during 2016. KLMC had also  a lower 

budget compared to the  execution or capital investment payments, and this 

was due to inadequate planning. 

Risk Inadequate budget planning and poor performance will result in failure to 

meet the organization's objectives and towards funding  current year 

liabilities from next year's budgets. 

Recommendation 7 The Chairman  of the Board should ensure that budget performance is 

systematically monitored on a monthly basis, which  will identify and  

address obstacles in order to execute the budget at the planned level.   

3.2 Revenues 

Revenues in 2016 were in the amount of €1,851,415. These relate to revenues from the activity in the 

amount of €1,559,119 and other revenues in the amount of €292,296 according to the  revenue 

statement. 

Table 3. The planned and billed revenues in €: 

Description Initial budget 
2016 

Final budget 
2016 

Execution 
2016 

Execution 
2016 

Revenues  2,395,234 2,679,505 1,851,415 1,520,617 

Revenues from RLC8 980,942 1,152,642 1,559,1199 1,350,236 

Revenues from private clients  203,485 171,884   

Revenues from animal remains  126,000 49,312   

Revenues from RLC agreements  484,807 484,807   

Non operative revenues (other 
sources) 

600,000 723,318 12,575 170,381 

Revenues from deferred  grants   97,542 79,721  

Revenues from subsidies  0 0 200,000 - 

For 2016, the revenues generated from its activity were in the amount of €1,559,119, while in the 

previous year there were €1,350,236, with an increase of 15% in 2016. KLMC during  2016 had 

                                                      
8 Expenditures were presented according to the Statement on Revenues , without investing activity  
9 This amount includes the revenues from the category of private clients, RLC and from animal remains.  
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managed to generate revenues from  13.5%,  higher than planned. This  only applies to regular 

revenues  that include revenues from RLC, private clients  and animal waste. Compared to the  last 

year, revenues generated from sales were increased by €208,883, showing a better performance in 

execution.  

Recommendations  

We have no recommendations in this area.  

 

3.2.1 Revenues from PE activities  

The execution of regular revenues for 2016 was in the amount of €1,559,119. They relate to revenues 

from RLCs, private clients and animal waste. 

 

Issue 8 – Weaknesses in complying with laws – High Priority 

Finding  During the testing of this category we have identified the following 

weaknesses: 

• KLMC did not manage  to provide licensing of sanitary landfills in 

accordance with the requirements of the Law on Waste Management 

No. 04 / L-60 (Article 16, point 1). Despite its efforts to provide  it, since 

2012, KLMC operates without extended  license,  due to lack of 

response by the competent body; 

• KLMC did not manage  to determine the waste collection fee as per the 

requirements of the Law on Waste Management  No. 04 / L-60. The  

billing is done according to a tariff inherited from WWRO10 from 2012 

in the amount of € 5.31 / ton for waste collection. Despite the efforts 

and demands that KLMC has made towards MED, as the competent 

institution for determining the tariff according to the lawmaker, 

revenue billing continues on the same basis by adding VAT of 8%; and 

•  With regards to  the  need  for disposal of animal waste, glass waste and 

some customs disposals, there was no fee established earlier or any 

license   for collection of this waste. For this,  BD has determined  a fee 

of € 70 / ton, while  on 26.01.2016 it has reduced  this tariff to €50 / ton. 

For the same activity, KLMC must be licensed and determine the  tariffs 

according to the Law on Waste Management  No. 04 / L-60. Also, the 

landfill fee was determined by the company itself. 

                                                      
10 Water and Wastewater Regulatory Office  
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Risk The identified weaknesses  reflect non-compliance with applicable 

regulations and inadequate waste management, especially for the waste that 

require to be disposed. 

Recommendation 8 The Chairman of the Board should take additional steps towards granting 

licence and determining fees by the competent bodies.   

Issue  9 – Weaknesses in billing revenues – Medium Priority 

Finding  Despite the established controls, KLMC had weaknesses in billing and 

collection of revenues, which are presented below; 

• In one case, the invoice  no. 2322 was billed twice for the same amount 

with different tariffs. In one case it was billed at €5.31/ton, while in the 

other case it was billed  with €70/ton for this issue KLMC after the 

advices given by the Auditor notified the client and applied 

improvement measures; and 

• In one case, the type of waste in the invoice with (no. 029916) was not 

properly recorded. The recording as animal waste at a price of €70/ton 

should have been €5.31/ton which precedes the invoice. This has 

occurred due inadequate internal controls. 

Risk The identified weaknesses  have been reflected in  controls over the  revenue 

management. Revenues may be subject to fraudulent manipulation or error. 

Recommendation 9 The Chairman of the Board should ensure functioning of an appropriate 

registration system to support the collection and management of revenues. 

This should reflect the complexity of the revenue system with which the 

Company operates. He should also ensure a review of audit findings at a 

random level where processes have not been applied effectively, in order  to 

determine why the failures  have occurred and why an appropriate oversight 

was not applied. 
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3.2.2 Revenues from other sources (Government Grants)  

In the accounting and AFS  draft,  revenues from   deferred grants  11 were presented in the amount 

of €86,786. This account was overstated  and we have recommended  to be changed to €79,721. 

KLMC has taken measures for improvement and has made the necessary changes. 

In addition,  KLMC on 29.12.16 has received a subsidy from the Government of Kosovo in the 

amount of €200,00 with no conditions on the purpose of the subsidy. The subsidy received on 

29.12.2016 was spent almost entirely (until 30.12.2016) mainly for the settlement of liabilities  

towards suppliers and the Tax Administration of Kosovo. 

Recommendations 

We have no recommendations in this area. 

3.2.3 Wages and Salaries   

Wages and Salaries are paid through bank account of PE and are calculated by the KLMC's 

accounting software program. Key controls confirming the accuracy and completeness of payments 

are provided by the internal control system, reporting on: units, attendance, regular working hours, 

absenteeism, meal allowances or working out of  regular norms. The administration compiles a 

general salary report by referring to the unit report and the same is submitted to finance. However, 

not always these controls have functioned  properly. 
 

Issue  10 – Weaknesses in salary management - High Priority 

Finding  Despite the established controls, KLMC had weaknesses in the payment  

category, which are presented below: 

 Since January 2015, salaries have increased by 5%, an increase that was 

followed by the adoption of the business plan for 2015. Even during 2016, 

salaries were  increased for 2 positions, for the procurement manager and 

the director of administration.  However, BD did not make the statement  

public after the increase, and this is in violation with the requirements of 

Law No. 03./L-087 on Publicly-Owned Enterprises, which obliges the 

Audit Committee to prepare and publish a statement for compensation 

of directors and officials of the public enterprise. An amendment was 

made  to the Article 4 (Annex 1 – table of  payment categorization) of the 

Regulation with No. 02/2014 for salaries and other remunerations of 

KLMC  at the end of July by BD after budget review. The increase was 

not reflected in the contracts of officials, and the salary according to the 

contract was without the increase until the end of the year,  after the 

completion of the interim audit; 

                                                      
11 Deferred revenues  relate  to grants received  from previous years, where the item  received through the grant is 

presented separately from the amount of the  received grant , which is presented as a deferred revenue in the balance 
sheet .  The received assets are amortized and are charged as an expense, while deferred revenues are carried in the 
future  throughout the validity of the received asset.  
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 From January 2016, KLMC had also increased the value of the meal 

allowance  from €2.5 to €3 without a prior decision, by just predicting 

the growth in the business plan without giving details for this 

growth. Company officials in the past have taken meal allowances in 

the amount of  €50  per month, while with BD decision (24.02.15) the 

meal allowance was changed to €2.5  per working day and started to 

be implemented from January 2015. For the  increase  of meal 

allowance   for  €0.5  per day for 2016, there was no evidence or 

decision  on the  approval by BD until  the end of the year. The 

increase is not also  based on clear legal grounds (collective contract 

which is applicable to this expense); and 

 In 8 (eight) cases for workers with specific job contracts, the KLMC 

did not conduct a recruitment process. The  Law on Labour ,  03L / 

212 Article 8 obliges the employer to announce the public vacancy 

every time he accepts an employee and establishes a working 

relationship. The same according to the Law on Labour, 03L / 212 

(Article 10, item 8) do not enjoy the right for the meal compensation 

as defined by the collective contract. KLMC has applied the meal 

payment of €3 for each working day even in these cases. In addition, 

contracts were concluded for permanent work places (such as 

procurement officer, IT officer, revenue officer, operator etc.)  and not 

for any specific work which could not be planned.  This was done 

due to the resignation  of some officials, with  a justification  for poor 

conditions and the nature in which the company operates. 

Risk The identified shortcomings result in financial losses for KLMC and 

inadequate human resource management. Failure to implement recruitment 

procedures as foreseen by the  Law on Labour does not ensure employment 

transparency , competition and equal treatment. The lack of timely decisions 

and approvals by BD jeopardizes the increased spending and failure to meet 

the objectives. Such payments result in irregular expenses for wages and 

salaries. 

Recommendation 10 The Chairman of the Board should consider the reasons that have affected the 

failure of the controls and the repetition of errors in the staff management. He 

should demand from the Chief Executive to strengthen controls over human 

resource management and ensure timely treatment of all emerging  needs and 

challenges. 
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Issue 11 - Weaknesses in proceeding payments and meal allowances  – Medium Priority  

Finding  The Sanitary Landfills  (SL) are keeping working diaries  and drafting  reports 

for individual working hours for each worker. These reports include data 

such as;  employee list and working hours, daily report on the amount of 

waste tons, daily report of the fuel, for the involved heavy machinery , defects 

, remarks  and suggestions, visit and investment report.  During the audit of 

these reports for November at the Sanitary Landfill (SL) Prizren / Landovicë 

we have noticed these deficiencies: 

 On 23.11.2016 neither the entry nor the exit of the workers was 

registered, whereas on 30.11.2016 only the entry was registered  but not 

the exit,  and this does not provide assurance on fulfilling the working 

norm  based  on the contract  and the calculation of the meal allowance  

that KLMC applies per working day; 

 In one occasion the employee  had worked more than the contracted  

norm,  and KLMC did not pay these  extra hours. According to the 

verbal statement the employees  are compensated with free days, but 

there is a lack of an adequate evidence system  or calculation for the 

free days for which  they are entitled to take , or how to calculate meals 

in these cases; 

 In two other cases, no effective hours were fulfilled under the contract, 

but the salary was complete  and there were no additional notes / diary 

evidence to justify this situation; 

 In one case, reporting of working hours for a worker (13 working days) 

does not match  with the working diary (which has registered  14 

working days). Moreover, there are errors in reporting dates, they differ 

in these two documents even though they should be the same. The 

report on working hours  was not signed by the SL manager; and 

 According to the officials, the reporting was made before the end of the 

month and this had caused an incomplete calculation in the two cases, 

which are carried forward to be paid in the coming months. 

Risk The identified shortcomings do not provide assurance  over the establishment 

of adequate controls in the payment area,  and this may result in inaccuracies 

in payment and presentation of salaries. 

Recommendation 11 The Chairman of the Board should ensure that internal controls are in place 

and monitor the reporting system  with the purpose of complete  payment 

and accurate presentation of wages and salaries.  
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3.2.4 Goods and Services and Utilities  

The final budget for goods and services in 2016 was €794,765. The billed  expenses of the period are 

presented in the statement of  revenues  in the amount of €701,876. They relate to official travel, 

repair and maintenance, oil and fuel expenses, consultancy services, administrative expenses, 

expenses of earlier periods, interest expenses, recreation, representation, office supply, rent, utilities, 

telephone expense and other expenses. 
 

Issue  12 – Weaknesses in billing and payments for goods and services - Medium Priority 

Finding  KLMC despite the establishment of a system of controls on billing and 

payments for goods and services, had the following weaknesses:  

 In four cases, in the amount of €366,  there was no approval of spending 

request made by the competent officer with regards to expenditure of 

petty cash;  

 On the occasion of March 8, with the decision of the BD, KLMC officers 

were rewarded with €70. The decision does not specify the exact 

number of officials, and the payment was made from petty cash. 

 In four cases, KLMC had rented a car without a contract or preliminary 

agreement, the value of the service was €496, and this was due to the 

lack of official vehicles and trips abroad. Moreover, the work report is 

based on verbal records without prior evidence, contract, agreement or 

financial offer; 

 Vacancy announcement in the newspaper  in the amount of  € 80 was 

made without prior agreement or management decision; and 

 KLMC does not have any established  limit on the payment of fixed 

telephony, or any policy that regulates this area. The expenditures 

billed  only for a fixed number was in the amount of €130  of total 

expenditures for October / 2015 and was paid in 2016. In addition, this 

invoice in the amount of €192 is presented as debt from the previous 

year. 

Risk The lack of prior approval of purchase requests, shortcomings in determining 

the number of beneficiaries, lack of agreements, lack of policies on spending 

limits reflect weak controls and may inflict  irregular expenditure and receipts 

of Goods or Services. 

Recommendation 12 The Chairman of the Board should provide more robust controls on initiating, 

approving, monitoring and payment from  this category. In order to monitor 

the adequacy of these expenditures, additional rules should be introduced in 

order to establish  controls over the spending of public money for this 

category. 
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3.2.5 Capital Investments  

The final budget for capital investments was €182,000 while the execution  during this year was 

€184,370. Capital expenditures relate to  buying a truck, investing in SL,  like wells, air pipes, 

gasification, computers, printers, services etc.  

   

 Issue 13 – Weaknesses in contracted services - Medium Priority 

Finding  The shortcomings identified in this category are as follows: 

• In one case, computer supply (Lap-top) in the amount of €820 was not 

made under the contract. According to the commission, 500GB hard 

disk computers were received, even though KLMC had contracted two 

computer with  750GB specifications  , because the supplier did not 

deliver the goods under the contract at the time of delivery; and 

• In cases of Primol supply in the amount of €407, filters for machinery in 

the amount of €1,150, supply and work for the Iveco truck in the 

amount of €1,343, , deratization, disinfection and disinfection in the 

amount of €41,466 , the acceptance/admission report on receiving 

goods and services was not prepared,  there is only a project manager's 

work report. The project manager prepares the work report on the basis 

of the commission located in the field. So, the project manager does not 

follow directly the performance of the contract,  but it only  prepares 

working reports. 

Risk The identified  shortcomings risk the  acceptance of works or equipment to 

be inadequate and out of contractual conditions. 

Recommendation 13 The Chairman of the Board should ensure the establishment of adequate 

controls and respecting of contractual obligations  on prices and quality of 

receiving contracted goods.  
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3.3 Assets  

3.3.1 Capital and Non Capital Assets   

KLMC has fixed assets grouped into three categories: Sanitary Landfill as the first category, 

equipment and cars in the second category and the third category, bulldozers, trucks, spare parts 

etc. 

The amortization and categorization rate of these assets is inherited from the past and in some cases 

does not comply with TAK policies. KLMC does not have a written policy on asset categorization 

and depreciation. The net value of non-current assets owned by the KLMC on 31.12.2016 was 

€2,472,492. 

The structure and changes to these assets are given in the table below: 

Table No; 4. Assets according to the categories and amount in €.  

Description  Category 1  Category 2  Category 3  Total  

Historic Cost (  Purchase value)  10,030,337 103,351 2,353,440 12,487,128 

Accumulated depreciation until ( 2015)  (7,280,912) (77,868) (1,968,246) (9,327,026) 

Purchases during 2016 30,573 130,141 23,656 184,370 

Revaluation of Assets  0 0 0 0 

Depreciation of the year  (732,855) (24,125) (115,000) (871,980) 

Net value in books on 31/12/2016 2,047,143 131,499 293,850 2,472,492 

 

 

Issue 14 – Weaknesses in asset management – High Priority 

Finding  Due to the evidence from the past, KLMC had weaknesses  in the 

identification and presentation of these expenditures: 

 In the first category of assets, KLMC had registered  the “Assessment 

of Pristina landfill” purchase in 2008, while it has applied the  

depreciation from 2006. In the same category “Investment in landfill in 

Prizren” identified as purchase in 2011 KLMC  applied the depreciation 

from 2010. “Reconstruction of Prishtina infrastructure, erection of piles 

in Gjilan” and “Investments in Prizren” were identified separately 

without a purchase date,  applying depreciation from 2010 to 2012 and 

had a different life span compared to SL; 
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 In the second category, a device with a description “Ipko” in the 

amount of €195 was recorded  as a device and had a depreciation  from 

2009 even though it was actually an expense. Some assets in this 

category did not have a purchase date and some  had no description of 

the device (event from 2010/2011). Moreover, the “purchase of a car” 

in the amount of €30,175 recorded in 2006 had a remaining  value of 

€2,351 in 2014, and it was not depreciated according to the 

requirements,  by understating  the depreciation expense for the same 

amount in that year. The “Mitsubishi” car has no record date in this 

register. Some equipment that had been depreciated over the years  had 

no residual value, the depreciation  was incorrectly applied  by 

charging the depreciation expense for  €2,015 only for  the year 2016; 

 In the third category, KLMC in five cases during 2012 recorded  

“investments for bulldozers and Iveco Ferizaj” in the amount of €14,385 

as equipment and were depreciated,  even though they were 

expenditures,  and this was due to erroneous  carried forward  records 

from the past; and 

 According to standards the reassessment of  assets is required , but 

KLMC did not make asset reassessment due to lack of experts in this 

area. 

Risk The identified shortcomings prevent the fair  and full presentation of the 

depreciation expense and the real situation of assets.  

Recommendation 14 The Chairman of the Board should implement a detailed control plan by 

providing additional mechanisms for the identification and elimination of 

these errors towards  accurate and full presentation of AFS. 

3.3.2 Handling of Cash and its Equivalents  

Money and its equivalents include cash balances in bank accounts and cash registers. KLMC, in the 

beginning of 2016, according to AFS,  had presented money in the amount of € 14,931,  while at the 

end of the year this amount was €55,065. According to the bank  confirmation and the commission 

on cash closure this situation does not match because the € 700 withdrawn on 30.12.2016 as a cash 

replenishment does not appear in the banking report as the cash outflow in this month,  but this 

was reflected only in January 2017. 

Cash collection only from operating activities according to  the cash flow statement was in the 

amount of €1,990,346, compared to the previous year with  €1,680,630, cash collection was higher 

for €309,716. Money expenditure only for operational activities was €1,965,842. 

For cash collection only  from financial activities, KLMC has presented the government subsidies in 

the amount of  €200,000, compared with the previous year in the amount of  €59,347 this value has 

increased by €140,653. Money expenditure  for investing activities was in the amount of €184,370. 

Recommendations  

We have no recommendations in this area.  
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3.3.3 Receivables   

The  KLMC receivables are amounts of money  that customers owe to the enterprise for the services 

they have benefited from them,  other receivables from the purchase VAT and “doubtful receivable 

accounts”. 

 

Issue 15 -  Weaknesses in management of receivable accounts -  High Priority  

Finding  KLMC failed  to properly manage this account, while  identified 

shortcomings are presented below: 

• Out of our 14 requests on submitting confirmation letters  for receivable 

accounts , 3 of them were not sent due to the lack of contacts and  out-

dated debts. We have received only two confirmations,  and in one case 

the understated  difference in accounting was €1,913 which was 

adjusted after our recommendation, whereas to the other client the 

understated  difference was €14,549 which continues to understate  this 

account. This is because the company has inherited an irregular 

accounting from previous years and due to the absence of a 

reconciliation / harmonization of these accounts with buyers as a 

measure of control; 

• Trade receivables in the amount of €24,448 from “private customers” 

cannot be identified to whom they belong, because they are inherited 

accounts and are registered in the accounting  as unknown buyers. 

Additionally, two accounts had negative value of €211 which reduce 

this category and this was due to incorrect accounting records; and 

• KLMC has also  presented in the AFS  other receivables from the “state 

and institutions” which according to the accounting relates to VAT on 

purchases and advances of employees. We have verified a VAT 

crediting through a Declaration of December 2016 in the amount of 

€5,056 which does not match the value presented in the AFS and in the 

absence of the analytical register we were not able to confirm the 

accuracy of this account. The value of this account according to the 

accounting together with the stock of €25,810 was reduced to €2,100 due 

to the registration of a “suspicious account” as incorrect accounting 

recording. 

Risk Accounting notes do not present  a fair view of the receivables, resulting in 

unstable reflection on the need for financial reporting. 

Recommendation 15 The Chairman of the Board should ensure the harmonization of accounting 

notes for their fair presentation and in  accordance with the standards of 

financial reporting. He should assess the  issuance of an accounting policy 

based on  applicable standards and rules on allowances and  bad debts.  
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3.4 Capital and Liabilities  

3.4.1 Capital   

In Annual Financial Statements, the capital was presented according to this structure;  

Description  On 31/12/2016 On 31/12/2015 

CAPITAL 4,482,406 4,799,955 

Fundamental Capital  25,000 25,000 

The reserve capital  11,116,909 11,116,909 

Profits/ Carried forward losses  (6,341,954) (5,682,502) 

Profits/Losses of current year (323,778) (659,459) 

Reassessment reserves  6,229 0 

KLMC has operated with losses from its establishment until now, as a result of the low tariffs and 

the high cost of services which cannot be recovered from the generated revenues. The loss is also 

due to the high depreciation value of assets owned by the KLMC. However, despite this fact KLMC 

as public company established by the Government awaits its support, with grants and subsidies. 

Moreover, the operation of this company is indispensable for the management, development and 

control of the waste sector. 

Weaknesses in equity reporting in AFS and in accounting are presented in the chapter of Audit 

Opinion.  

3.4.2 Handling of debts  

The statement of outstanding liabilities to suppliers and the state at the end of 2016 was €690,750. 

These liabilities were carried forward to be paid in 2017. However, this reflects only a part of the 

budgetary implications  encountered by  KLMC and was reviewed  in more detail in subchapter 3.3. 

Short-term liabilities presented in AFS are: liabilities  towards suppliers in the amount of €421,402, 

tax liabilities and contributions in the amount of €267,432 and liabilities towards  employees and 

other payables in the amount of €1,916. Compared to the previous year with  €1,176,660, there is 

decreasing trend of  payables for 41%. 

Other liabilities presented in the AFS also relate to long-term advances (grants) in the amount of 

€158,582. 

Compared to the long-term liabilities of 2015 , with  €408,785, there is a decreasing trend of 61% due 

to erroneous  carried forward records  from previous years,  implying that the  values of prior  year's 

liabilities were not  carried  correctly. 
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Issue 16 - Weaknesses in liability management – High Priority  

Finding  During the testing of this category we have noticed the following 

shortcomings: 

 In the case of a Debt Settlement Agreement according to the  Decision  

No. 3332/2009,  the initial obligation was €184,755, while for the value 

of €57,214 (liability from 2008), KLMC failed to report as liability  due 

to non-timely identification. For the same situation, KLMC had made 

some adjustments in accounting by increasing liabilities to the 

company,  but these changes were not in line with the standards and 

do not give a fair reflection. KLMC had paid the contractor with  5 

instalments, the obligation for 2007/2008/2009 in the amount of 

€214,371, by adding also the execution costs in the amount of €4,657 , 

court expenses €1,222 and €50 for financial expertise and interest in the 

amount of €87,210 as the total debt value of €307,513. KLMC due to 

delays was obliged to pay  from its budget  €93,139 more than the real 

billing / obligation. This was followed  with a  review of the business 

plan and deviation from some of the objectives set out in the initial 

plan.  

 Out of 21 of our requests, for the confirmation letters of  the payable 

accounts,  only 13 were sent, four of them were not sent at all,  and for 

three of them  we have no justification from  KLMC why they were not 

sent. We have received five confirmation letters, two of which have 

sent the year's circulation, not of  the final status, one complies with 

the accounting records and two confirmations received by the supplier 

result in errors, one is overstatement  of €2,000  and another is 

understatement  of -2,000 €. In addition, in four cases, the payable 

accounts are accompanied with  negative values of -17,913 € due to 

incorrect registrations or overpayments to suppliers. Some accounts 

are identified as “temporary” or  “unknown” due to incorrect 

registration from the past. 

 In one case, KLMC paid TAK the value of €1,372 as interest expense 

and penalty due to late declaration of pension contributions of January 

2015 (the declared obligation for this period was only €4,234 adding 

€1,372 for interests and punishments). Payment of €5,607 was made on 

03.03.2016, with more than one year of delay  due to financial 

difficulties. 
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 From 21.07.2016 KLMC has an agreement with TAK for payment of 

debt in the amount of €364,494 until  20.07.2019, with a condition  that 

the payment before the agreement to be  €20,000 and the other 

payments in 36 instalments in the amount of  €10,125. The grounded  

tax for this agreement was €237,711, punishment was €70,221 and the 

interest expense €76,562. The agreement has been concluded for the 

unpaid liability  from the past, and we were not able to determine the 

exact recording in the accounting of these liabilities since we did not 

receive confirmation or final status from TAK. These liabilities in the 

final AFS were presented in the amount of €267,432. 

 Long-term liabilities for deferred revenues from the grants are 

presented in the value of  €158,583 in AFS, but the amount carried 

forward  from the previous year in the amount of  €408,785 was 

inaccurate, as in the revenue  statement the Company recognized the 

deferred revenues in the amount  of €79,721 €, and not €250,203 as it 

has been reduced and presented in the AFS. This was due to un- timely 

recording of these changes in accounting from the previous years. 

Risk Identified shortcomings prevent accurate and full presentation of liabilities in 

AFS. The lack of harmonization between accounting and suppliers leads  

towards irregular payments. 

Recommendation 16 The Chairman of the Board should ensure undertaking of  necessary 

measures towards real recognition of the liabilities according to  accounting 

standard for the recognition of provisions for cases where the company is 

obliged to transfer economic benefits as a result of transactions or events from 

the past. In order to avoid mistakes, accounting harmonisations should be 

done with  suppliers by addressing the accuracy and completeness of these 

accounts. 

3.4.3 Handling of Contingent liabilities  

According to the Standards, contingent liabilities are defined as liability. That  is the result of past 

events,  and the monetary value of the liability  cannot be measured with sufficient reliability. These 

relate to  litigation / lawsuits that KLMC has disclosed in AFS. 

Recommendations 

We have no recommendations in this area. 



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

 

 33 

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 s 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 

Chairman of the Board  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 s identified at the interim audit where they remain 

relevant.  Our findings are defined as: 

High Priority - s 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 - s 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 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  

three types of modified opinions: a qualified opinion, an adverse opinion and a disclaimer of 

opinion. 
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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. 

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. 
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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.  

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 III: Prior Year Recommendations  

Audit 
Component 

Recommendation  given (2015) Implemented  Under 
implementation  

Not implemented 

1.Property, 
carried forward 
in periods and 
storage  

We are of the opinion that asset impairment testing 
should be carried out on a periodic basis,  in order to 
determine the  recoverable value of assets, or whether 
the company has the opportunity and whether there is 
an institution of the appraisal expert at the country 
level, to engage independent and professional 
appraisal experts which  will determine the real value 
of the assets. 

  Property, installations, and 
equipment  were carried at their 
cost by removing the 
depreciation and the 
recommendation given  on  asset 
impairment testing by appraisals 
or experts has not been 
implemented even this year. 

2. Provisions for 
court cases and 
contingent 
liabilities  

The recognition of  provisions on court cases 
(especially those with high risk and lost in litigation 
processes ) is required in accordance with legal 
requirements and accounting standards. This would 
make the business to have more accurate information 
over  the state of the company's liabilities. 

  Declaration or recognition of 
provision for  court cases for the 
purpose of realistic assessment 
of the liabilities has not yet been 
implemented. 

3. Receivable 
accounts  

We recommend to the management of the company to 
calculate on regular  periodic  and annual basis  the  
damage of the receivable accounts and to present the 
receivables to their recoverable net value. We consider 
that these actions should  be based on the legal 
regulation of Kosovo (the aforementioned laws), as 
well as rules and standards that regulate this area. 

   

Recognition of provisions for 
bad debts for receivable accounts  
which  reflects the real estate 
recognition, is not yet 
implemented. 
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Annex IV: Letter of confirmation 

 

 


