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The Auditor General 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 Office of the Auditor General 

undertakes regularity and performance audits and is accountable 

to the Assembly of Kosovo. 

Our Mission is to contribute to sound financial management in 

public administration. We perform audits in line with 

internationally recognized public sector auditing standards and 

good European practices.  

The reports produced by the Office of the Auditor General directly 

promote accountability 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 and report 

on the Annual Financial Statements of the Tax Administration of 

Kosovo in consultation with the Assistant Auditor General, 

Ibrahim Gjylderen, who supervised the audit.  

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

under the management of the Audit Director, Vlora Mehmeti, 

supported by Jusuf Kryeziu (Team Leader), Besa Morina, Saranda 

Husaj and Fatlinda Podvorica (Team Members).   
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Executive Summary  

Introduction  

This report summarises the key findings from our audit of the 2015 Annual Financial Statements 

of Tax Administration of Kosovo, which determine the Opinion given by the Auditor General. I 

would like to thank the General Director and his team for their assistance during the audit 

process. 

The examination of the 2015 financial statements was undertaken in accordance with the 

internationally recognised Public Sector auditing standards (ISSAIs). Our approach included such 

tests and procedures as we deemed necessary to arrive at an opinion on the financial statements. 

The approach taken is set out in our Audit Planning Memorandum dated 25/09/2015.   

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

 

The level of work undertaken by the Office of the Auditor General to complete the 2015 audit is a 

direct reflection of the quality of the internal controls implemented by management.   

Opinion 

Annex II explains the different types of Opinions applied by the Office of the Auditor General. 

The Auditor General’s opinion is: 

Unmodified Opinion 

The Annual Financial Statements present a true and fair view in all material aspects. A complete 

opinion is detailed in Section 1.2 of this report depending on type of opinion. 

  

The Annual Financial 
Statements  including 

reporting 
requirements and 

significant audit risks  

Governance issues 
related to the 

implementation  of 
audit recommendations, 

self assessment  
processes and internal 

audit

Governance 
issues related to  

financial 
management and 

control
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Overall Conclusion 

Our key conclusions and recommendations are:   

 

 

 

The General Director Response – 2015 audit  

The detailed audit findings and conclusions in this report have been considered by the General 

Director of Tax Administration of Kosovo and he has committed to address the given 

recommendation. 

 

  

Out of 17 prior year audit 
recommendations, only 8 are 
fully addressed. TAK did not 

take the measures required for 
addressing all AG's 
recommendations. 

The General Director should ensure that 
a revised action plan clearly sets out a 

timetable for addressing the 
recommendations made by the AG with 

accountable staff members for prior 
year (see issue 1)

Weak controls to confirm 
completness and accuracy of 
reimburesements resulted in 

differences between TAK 
records and Treasury records. 

The General Director should analyse 
reasons of differences on 

reimburesements data and concrete 
actions to enable a fair and true 

presentation of reimbursements in 2016  
should be undertaken (see issue 6)

Handling of old debts and the 
increasing trend of the new 

debts is a challenge for TAK. 

The General Director should identify 
causes of non payments by tax payers 
and should enhance effeciency in the 

management of receivables and 
collection of revenues  (see issue 12) 
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1 Annual Financial Statements and other External 

Reporting Obligations   

1.1 Introduction  

Our review of the AFS considers both compliance with the reporting framework and the accuracy 

of the information recorded in the financial statements. We also consider the Declaration made by 

the Chief Executive Officer (CEO) and Chief Financial Officer (CFO) when the draft AFS are 

submitted to the Government. 

The declaration regarding presentation of the AFS incorporates a number of assertions relating to 

compliance with the reporting framework and the quality of information within the financial 

statements.  A number of the declarations are intended to provide assurance to the Government 

that all relevant information has been provided to ensure that a comprehensive audit can be 

undertaken.   

 

1.2 Audit Opinion  

Unmodified Opinion  

We have audited the Annual Financial Statements of the Tax Administration of Kosovo for the 

year ended on 31 December 2015 which comprise of the Statement of Receipts and Payments in 

Cash, the Consolidated Statement of Comparison of Budget and Actual Amounts, Explanatory 

Notes in the AFS and Disclosures. 

In our opinion, the AFS present a true and fair view in all material aspects of receipts, payments 

and executed budget of Tax Administration of Kosovo for the year ended on 31 December 2015 in 

compliance with International Public Sector Accounting Standards (Cash Based Accounting), and 

Law no. 03/L-048 on Public Finance Management and Accountability (as amended and 

supplemented) and Financial Rule no.03/2013 on the AFS of Budget Organisations issued by the 

Ministry of Finance. 

Basis for Opinion 

We conducted an audit in accordance with International Standards on Supreme Audit Institutions 

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

Responsibilities for the Audit of the Financial Statements section of our report. We are 

independent of the Tax Administration of Kosovo in accordance with the ethical requirements that 

are relevant to our audit of the financial statements of budget organisations in Kosovo and we 

have fulfilled our other ethical responsibilities in accordance with these requirements. I believe 

that the audit evidence I have obtained is sufficient and appropriate to provide a basis for opinion. 
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Responsibility of Management and Those Charged with Governance for the Annual Financial 

Statements  

The management of TAK is responsible for the preparation and fair presentation of these financial 

statements in accordance with International Public Sector Accounting Standards – Financial 

Reporting under the Modified Cash basis of Accounting and for such internal control as 

management determines is necessary 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 (as amended and 

supplemented).  

The General Director is responsible to ensure oversight of Institution’s financial reporting process. 

Auditor’s Responsibilities for the Audit of the Financial Statements  

Our responsibility is to express an opinion on the annual financial statements based on our audit. 

We conducted our audit in accordance with International Standards on Auditing. Those 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 misstatement. 

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

a whole are free from material misstatement, whether due to 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 

reasonably be expected to influence the economic decisions of users taken on the basis of these 

financial statements.  

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, 

including the assessment of the risks of material misstatement of the financial statements, whether 

due to fraud or error. In making those risk assessments, the auditor considers internal control 

relevant to the entity’s preparation and fair presentation of the financial statements in order to 

design audit procedures that are appropriate in the circumstances, but not for the purpose of 

expressing an opinion on the effectiveness of the 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 overall 

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

TAK is required to comply with a specified reporting framework and other reporting 

requirements. We considered: 

 Requirements of LPFMA no. 03/ L-048, amended by Law No. 03/L-221, Law No. 04/L-116 

and Law No. 04/L-194;  

 Compliance with MoF Regulation no. 03/2013; 

 Budget requests;  

 Quarterly reports including nine month financial statements;  

 Progress reports on capital projects with a value over € 10,000; 

 Reports on outstanding obligations; and  

 Draft and final procurement plans.  

In the context of the AFS we have no issues to raise on these matters. Issues raised during our 

interim audit relating to the reporting framework in our memo dated 23.11.2015 have been 

addressed by management. A number of financial statements were required to the Draft AFS 

which were taken in consideration by TAK management  

Given the above - the Declaration made by the CEO and CFO when the draft AFS are submitted to 

the Government can be considered to be correct and true.  

In the context of other external reporting requirements we have no issues to raise on these matters.  

Recommendation  

We have no recommendations to raise on AFS.  
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2 Governance 

2.1 Introduction 

Effective governance arrangements are fundamental to TAK successfully managing the challenges 

it faces and ensuring that service delivery is optimised for the benefit of taxpayers and service 

users.  

A key tool supporting effective Governance is the implementation of audit recommendations as 

this demonstrates that management are seeking to develop existing processes and controls. 

Similarly the self-assessment checklist completed by all Budget Organisations provides a 

framework for developing enhanced Governance arrangements. It is important that the answers 

provided by an individual budget organisation are supported by appropriate evidence. We have 

therefore applied a common approach across all audits to determine the quality of the completed 

self-assessment checklists to provide in a ‘snapshot’ format an assessment of the accuracy of the 

picture being presented on governance in Kosovo.  

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 Unit. and 

 areas of financial management and control identified through our audit work including 

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

areas are considered in section 3 of this report) 

 

2.2 Overall Governance Conclusion  

Implementation of prior year audit recommendations as a key tool in supporting the effective 

governance has been taken into consideration by TAK management. This is an indicator that TAK 

made attempts to develop the existing processes and install effective governance. However, a 

number of recommendations are not addressed and as a result the same are repeated every year. 

Special focus is on recommendations related to receivables and management of remunerations.  

The existing governance arrangements in TAK are effective. Strategic plan 2015-2020, Compliance 

Strategy 2012-2015 and Register of risk management prepared on annual basis are indicators that 

TAK has installed effective governance mechanisms. However, in order to support functioning of 

these mechanisms, TAK should draft an action plan for monitoring these objectives. Although 

regular monitoring processes related to the progress of achievement of objectives are considered 

as installed, evidence supporting conclusions related to these are deficient.  
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Further, internal audit system as a key chain on internal control system managed to support the 

management related to assessment of internal controls in TAK.  

 

2.3 Prior Year Recommendations 

Our Audit Report on the 2014 AFS resulted in 17 key recommendations. TAK prepared an Action 

Plan stating how all recommendations will be addressed. At the end of our 2015 audit, eight 

recommendations have been fully addressed; three are partially addressed; and six have not been 

addressed yet. For a more thorough description of the recommendations and how they are 

addressed, see Annex III.   

 

Issue  1 - Addressing Prior Year Audit Recommendations – High Priority  

Finding  Notwithstanding the progress made in addressing AG’s recommendations, 

TAK should continuously take all necessary actions for addressing all given 

recommendations. As a result, same weaknesses are repeated in the area of 

planning and budget execution for capitals, asset management, 

remunerations and management and collection of receivables.   

Risk Failure to address recommendations increases the risk of the continued 

same weakness and may result in continued non efficiency of controls or 

financial losses.  

Recommendation 1 The General Director should ensure that a revised action plan clearly sets 

out a timetable for addressing the recommendations made by the AG with 

accountable staff members for the previous year.  
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2.4 FMC Self-Assessment Checklist 

The Ministry of Finance has produced a detailed self-assessment checklist for Budget 

Organisations to support effective governance arrangements. For all audits we undertake we have 

tested the quality of submissions made to the Ministry by assessing 1 key question in each 

component of the checklist. We have summarised our findings for TAK below and the summary 

of our work across all audits will be consolidated in our Annual Audit Report. This is not intended 

to give a commentary on the quality of the whole self-assessment questionnaire submission but 

will provide a ‘snapshot’ across a number of key questions to support the Ministry of Finance in 

its attempts to increase the effectiveness of the process and development of FMC system in whole. 

  

Issue  2 –Self Assessment Checklist – High Priority 

Finding  As part of our audit we have considered 6 key questions related to the five 

components of the self-assessment questionnaire. For the questions 

considered we found that: 

1. PAK continuously monitor the progress of the achieved objectives. 

However, the existing process should be documented with a separated 

action plan for regular monitoring of achievement of the objectives.  

Risk Lack of an action plan for monitoring the achievement of objectives caused 

uncertainties on organisational objectives.  

Recommendation 2 The General Director should initiate drafting of an action plan for 

monitoring the achievement of organisational objectives.  

 

2.5 Specific Governance Reviews 

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

which considered the context within which TAK operates and the challenges that it faces. 
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2.5.1 Risk Assessment 

All Budget Organisations are expected to implement risk assessment. LPFMA provisions and 

Treasury Financial Regulation 01-2010 determine CEO as responsible for the implementation of 

arrangements, procedures and systems to ensure meeting key organisational objectives and 

identify and manage risks in the achievement of these objectives, and to undertake steps in 

managing those risks.  

TAK has made concrete steps in setting a system for risk assessment, by drafting a detailed plan 

for handling the organisational risks.  

 

2.5.2 Internal Audit System 

TAK has a functional system of internal auditing as an important element of controls in general, 

which is under the head of Internal Audit Unit (IAU) and three auditors.  

IAU is functional and operates based on the plan and responsibilities set out. IAU has an annual 

audit plan for 2015, based on which it has foreseen to carry out nine (9) regular audits and audits 

on demand. This plan has also foreseen the follow-up of implementation of recommendations. At 

the end of 2015, this unit has drafted ten (10) audits reports in total, of them one (1) was a 

continuation of audits for the period 2014.  

Our review is that IAU reports are qualitative and management was provided with a clear picture 

on the level of efficiency and effectiveness of internal controls, and concrete recommendations 

were given for further improvement. 

 

Issue  3 – TAK representative in audit committee – High Priority   

Finding Audit Committee (AC) is established within Ministry of Finance as a joint 

body of audit system. TAK is represented in the committee by one member 

(representative); the same person retired on 12.10.2015 and TAK has still not 

replaced this position (representative). During 2015, the Committee in the 

three meetings held discussed findings and the implementation of TAK 

recommendations.  

Risk Lack of representation and reporting in the Audit Committee increase the 

risk that findings and recommendations issued by TAK are not handled at 

the level required.   

Recommendation 3 The General Director should assign a representative in the Audit Committee 

in order to ensure discussion of findings and implementation of TAK 

recommendations.   
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3 Financial Management and Control 

3.1 Introduction 

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

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

of this we consider Budget management, Revenues, Procurement issues and Human resources as 

well as Assets, Receivables and Liabilities   

 

3.2 Financial Management and Control Conclusion 

Controls over general management of budget process taken as a whole are relatively good. TAK 

used 99% of final budget for 2015. However, improvements of budget process are further needed 

in the Capital investment category. This is so due to the budget for this category for 2015 is used 

by about 65%.  

Further, performance of collection of TAK revenues, compared to previous year has improved in 

2015. Compared to 2014, TAK had a higher execution of net revenues by €31,420,358 or expressed 

in percentage an improvement of 11.5%. It is worth mentioning that TAK for years did not 

manage to execute the annual revenue plan. Given this, the revenues plan for 2015 was reviewed 

and according to the review, this plan was reduced by about € 90 million. Our audit for this year 

did not point out any significant weaknesses in the area of revenues, with the exception of specific 

issues.  

In addition, our audit for this year did not point out any significant weaknesses in expenditure 

management for Goods and Services, and Wages and Salaries, with the exception of some issues.  

However, the revenues not collected require the attention of TAK management to ensure that 

efficiency is enhanced in their management and collection. This is due to the fact that accounts 

receivable in 2015 compared to 2014 were increased by 67%.  

In this aspect, TAK management is encouraged to consider the benefit from Internal Audit Unit to 

increase the level of controls in the area with emphasised weaknesses.  

  



ZYRA E AUDITORIT TË PËRGJITHSHËM – KANCELARIJA GENERALNOG REVIZORA 
OFFICE OF THE AUDITOR GENERAL 

 

14 

3.3 Budget Planning and Execution 

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

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

Table 1 Sources of budgetary Funds - outturn against the budget (in €) 

Description 
Initial 

Budget 
Final 

Budget1 
2015 

Outturn 
2014 

Outturn 
2013 

Outturn 

Sources of Funds    7,614,697    8,146,976  8,079,103  8,081,656 7,616,788 

Government Grant -Budget  7,614,697   8,146,976   8,079,103   8,081,656 7,616,788 

The final budget is higher than the initial budget by €532,279. Explanations related to changes in 

the final TAK budget are given below table 2.  

TAK used 99% of the final budget in 2015.  In general budget execution for 2015 remains at a 

satisfactory level.  

 

Table 2 Spending of funds by economic categories - outturn against the budget (in €)  

Description 
Initial 

Budget 
Final 

Budget 
2015 

Outturn 
2014 

Outturn 
2013 

Outturn 

Spending of funds broken 
down by economic categories 

 7,614,697   8,146,976   8,079,103  8,081,656 7,616,788 

Wages and Salaries 6,132,925 6,578,469 6,585,102 6,151,283 5,385,023 

Goods and Services  1,268,200   1,219,935  1,196,993 1,253,266 1,571,764 

Utilities 168,572 203,572 202,898   202,361 229,676 

Capital Investments 45,000 145,000 94,110 474,746 430,325 

Explanations for changes in budget categories are given below: 

 Final budget for Wages and Salaries compared to initial budget was increased by 

€445,544.00, while the same was not sufficient for covering this category for 2015. 

Financing the difference for Wages and Salaries was done from other MoF programmes. 

Budget for this category for 2015 was used by 100%.  

 Final budget for Goods and Services compared to initial budget was reduced by €48,265. 

The decrease was done upon the Government decision. Final budget for this category is 

spent by 98%.  

                                                      
1 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
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 Final budget for Utilities compared to initial budget was increased by €35,000. Final budget 

is used by 100%.  

 Final budget for Capital investments compared to initial budget was increased by €100,000. 

Budget for this category was used by 65%, which is at an unsatisfactory level.  

Table 3 Own Source Revenues collected for Budget of Kosovo– outturn against budget (in €) 

Description 
Initial 

Budget 
Final 

Budget  
2015  

Receipts 
2014 

Receipts 
2013 

Receipts 

Own source revenues  429,600,000 340,000,000 332,772,486 303,694,991 305,447,912 

Returns  (41,300,000) (39,200,000) (28,765,220) (31,108,083) (34,684,540) 

Total 388,300,000 300,800,000 304,007,266 272,586,908 270,763,372 

Final plan of gross revenues compared to initial plan was reduced by €89,600,000 with the budget 

review. Final plan of gross revenues was used by 98%.  

Out of the revenues trend in TAK, it is found that there is an increase of net revenues compared to 

the previous year by €31,420,358, or expressed in percentage about 11.5 % increase.  

 

Issue  4 – Budget Execution  for Capital investment – High Priority  

Finding  Although the budget used was at a good level, budget execution for Capital 

Investments by 94,110€ remains at an unsatisfactory level. One of the causes 

for non-execution is signing of contracts for four capital projects at the last 

two months of 2015.  

Risk Budget execution at the unexpected level and non-completion of the plan in 

Capital investments may result in a failure to meet organisational objectives 

and decrease of TAK efficiency.  

Recommendation 4 The General Director should ensure that he has analysed the historical 

budget trend for capital projects and has undertaken measures for 

improvement. In addition, in order to increase the execution of budget for 

capital projects he should analyse shortcomings in the budgeting process to 

avoid them in the future.  
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Issue  5 - Payment of salaries from other MoF programmes - High Priority 

Finding  Although there was some progress this year compared to previous years, 

the budget approved for this category continues to remain below real TAK 

requirements.  

As a result of this, TAK lacked funds for Wages and Salaries in the amount 

of €6,633, and this lack of budget was financed by another MoF programme.  

Risk Lack of budget may cause stagnation in the achievement of TAK objectives 

and may cause obligation to the salaries of employees.  

Recommendation 5 The General Director should continue discussions with the Minister of 

Finance to ensure that the upcoming budgets are approved based on the 

real requests from TAK in order that the financing of salaries is done in a 

transparent manner.   
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3.4 Revenues  

Gross revenues generated by TAK in 2015 totalled €332,772,486, while returns were €28,765,220. 

As a result of this, net revenues collected by TAK for 2015 are €304,007,226. Compared to the 

previous year, TAK marked higher execution of revenues by €31,420,358, or about 11.5%. Bigger 

increase is on Value Added Tax, tax on salaries – source withhold, cooperate tax. The following 

presented detail revenues and returns for 2015.    

Table 4 Detailed revenues according to type and returns (January – December/ 2015).  

No. Description   Value in Euro  

1 Compensation od damages from insurance companies  4,880 

2 Current account – Tax Administration 8,332 

3 Licences for games 60,000 

4 Withholding source tax, interests, property rights and rent 6,361,503  

5 Taxes on rent, intangible property 1,540,429 

6 Tax on salary withheld source 71,716,316 

7 Presumptive tax 5,957 

8 Value Added Tax 153,962,445 

9 Tax on profit 1,106 

10 Tax on individual businesses 29,058,601 

11 Corporate tax 67,652,542 

12 Revenues from the sale of waste 240  

13 Revenues from the sale of confiscated goods 2,567 

14 Revenues from Tax Administration of Kosovo fines 1,579,358 

15 Deferred VAT 818,211 

16 Return of Value Added Tax  (27,134,588) 

17 Return – rent profit loto  (1,602) 

18 Return – presumptive tax  (71,670) 

19 Return – business tax  (100,202) 

20 Return – cooperate tax  (1,369,001) 

21 Return – tax on salaries – source withhold  (82,554) 

22 Return – revenues from fines of TAK  (5,604) 

Net revenues 304,007,266 

We tested 100 samples (substantive tests), mainly revenues from: value added tax, corporate tax, 

tax on individual businesses, tax on salary withheld source and tax on rent, and we applied 

compliance tests to some samples. In addition, we tested return of Value Added Tax. In general, 

TAK has a functional system in the management of revenues, apart from some weaknesses which 

are presented as follows:   
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Issue  6 - Non harmonisation of data and delays on reimbursement - High Priority  

Finding  We have analysed reimbursements for 2015, where requirements from 

taxpayers for reimbursements were €30,131,630. As a result of review of 

these requests from TAK, requests in the amount of €391,595 were rejected, 

while request in the amount of €29,740,034 were approved. From the 

amount approved, €29,740,034 are transferred to the taxpayers accounts 

who filed a request for reimbursement, while the other part €1,855,151 was 

withheld on behalf of obligations they had towards TAK. However, 

according to Treasury data for reimbursement of taxes are in the value of 

€28,765,220. Therefore, the value of reimbursements according to TAK data, 

are higher than in Treasury. This weakness was evident also in previous 

years.  

Risk Changes in records between Treasury and TAK question the reliability of 

data reported.  

Recommendation 6 The General Director should enhance measures for identification of the 

causes for inconsistent data and eliminate them in order to ensure 

harmonisation of data relating to reimbursements.   

Issue  7 - Delays in Review of Reimbursements – Medium Priority   

Finding  According to the Law on Tax Administration and Procedures, article 30, 

item 4, TAK should act relating to the approved request for reimbursement 

within 60 days, from the date when it received the request from taxpayer. If 

the reimbursement is not implemented within the time period, then TAK, 

other than reimbursement should also pay interest to taxpayer. 

Out of total 13 samples tested for reimbursement, in five of them, we found 

that there was delay in the review of reimbursement.   

Risk Delays in reimbursements impact on efficiency of implementation of 

legislation and may result in payments of interest by TAK to the taxpayer.  

Recommendation 7 The General Director should enhance controls to ensure that the 

requirements of taxpayers approved for reimbursement are reviewed within 

the specific time period.  
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3.5 Procurement  

Procurement rules are intended to ensure that public funds are used in a transparent and efficient 

manner to achieve value for money. The legal framework clearly defines the rights, duties and 

responsibilities of all parties involved in public procurement. This includes the requirement to 

mitigate the risk of non-completion of contracts and poor contract execution. This is achieved 

through the implementation of a regime of penalties related to poor performance and execution 

security.  

Total expenditures of TAK through procurement procedures are in the value of €1,205,932.  

In general, TAK controls functioned effectively; however, there are some deficiencies which 

should be addressed to improve the process as a whole.  

 

Issue  8 – Notice to PPRC not within the legal timelines required – Medium Priority 

Finding  For procurement activity “Publication of notices in the daily newspapers 

according to TAK requirements and needs, in the forecasted value of 

€20,000, TAK used the negotiated procedure without publication of notice 

for contract. However, notice to PPRC on the use of this procedure was not 

done within the timeline. Date of notice to PPRC has the same date of report 

for assessment of bids made by evaluation commission.   

Risk Failure to respect timelines on the use of procedures during the exercise of a 

procurement activity indicates legal non-compliance and damages 

transparency.  

Recommendation 8 The General Director should ensure that in cases of use of negotiated 

procedure without publication of notice for contract, the notice should be 

made to PPRC within legal timelines.  
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3.6 Expenditure not related to Procurement 

3.6.1 Court decisions  

In 2015, TAK made expenditures through court procedures in the amount of €6,999. Of them we 

tested three (3) samples and as a result of testing of these samples it resulted that: 

  

Issue  9 – Court Decisions – High priority  

Finding  Failure to meet legal liability on voluntary basis deriving from the 

judgment of the Appellate Court of Kosovo. According to the judgment 

dated 11 February 2015, Appellate Court of Kosovo in Prishtinë, forced TAK 

to meet all obligations against the plaintiff (TAK employee) foreseen under 

an employment contract entered into on 21.02.2004 and, from the 

termination of the employment of the plaintiff on 30.08.2006 to the expiry of 

the contract on 31.12.2006. The obligation should be met in a period of 7 

days from the plenipotentiary day of this judgment. 

TAK did not meet its legal obligation on voluntary basis. This decision was 

executed by Treasury in MoF through a transfer of funds in the amount of 

€3,286. Only the execution procedure expenditures are in the amount of 

€891. We have not received any justification on TAK failing to meet this 

obligation.  

Risk Failure to meet legal obligations on time increases the entity’s obligations 

and damages performance in the respect of Law.   

Recommendation 9 The General Director should ensure that legal requirements related to 

obligations deriving from the Judgements of the Appellate Court of Kosovo 

are observed.  
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3.6.2 Remunerations (Wages and Salaries) 

Description  

Wages and Salaries are paid through a centralised system. The key controls operated by the TAK 

deal with Payroll authorisation, an analysis of variances and different harmonisations. The 

number of employees planned was 785, while the number of employees at the end of  2015 was 

776.  

From our testing we have disclosed the following findings:  

 

Issue  10 – Discrepancy between the multiplier in the act of appointment with the multiplier in 

the payroll – High priority  

Finding  In seven cases, we found that functional category (multiplier), in the act of 

appointments are not in accordance with multiplier and salary of employee 

in the payroll. According to TAK officials, there are 47 other similar cases 

where multiplier in contract does not correspond with salaries currently 

these employees receive.  

This occurred as a result of promotion of staff for half of a multiplier in May 

2014 and this situation continued until June 2015, where these contracts are 

executed under the budget review.  

In June 2015, PAK has harmonised all contract and multipliers in the 

payroll.  

Risk Weaknesses presented in the acts of appointment and compensation of 

employees may lose the reliability of TAK controls.  

Recommendation 10 The General Director should ensure that all data in acts of appointment are 

in accordance with legal grounds and are updated.  
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3.7 Assets and Liabilities  

3.7.1 Capital and Non Capital Assets   

Description  

The value of capital non-financial values (over €1,000) presented in AFS was €2,011,841, while the 

value of non-capital assets under €1,000) was €248,724 as well as stocks in the value of €147,295.    

We found the following weaknesses:  

 

Issue  11 – Weaknesses in TAK Assets Management - High Priority   

Finding  TAK established the commission for the asset stocktaking which performed 

the stocktaking and prepared the stocktaking report. However, it did not 

establish a commission for the assessment of assets, which should carry out 

duties and responsibilities according to the legislation in force, namely no 

asset assessment was done. 

According to the asset management regulation, every budget organisation 

should keep E-asset register for recording assets in the amount of under 

€1,000. TAK has not made functional the E-asset register, but it has internal 

software for recording assets.  

According to MoF Regulation no. 02/2013, assets are not depreciated for the 

month of purchase. However, in 12 samples of purchases made in 

December, depreciation was also applied for that month 

Risk Lack of assessment of assets, use of another system rather than E-assets and 

deprecation of assets also for the month of purchase increase the risk for loss 

of assets or for their misuse.  

Recommendation 11 The General Director should review the existing controls in the asset 

management. Controls in this area should be strengthened so that assets are 

safeguarded from their loss or misuse.  
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3.7.2 Outstanding liabilities  

Description 

TAK has disclosed the outstanding liabilities in Annual Financial Statements for 2015 according to 

Financial Regulation no. 02/2013/MoF on Reporting Outstanding Liabilities of Budget 

Organisations. The value of liabilities disclosed is €541. These liabilities are carried forward to be 

paid in 2016. TAK demonstrated progress in management of invoices not paid, while at the end of 

2014, outstanding liabilities were in the value of €40,022.  

Recommendation  

We have no recommendations in this area.  

3.7.3 Handling of Debts 

Description  

According to AFS 2015, TAK has uncollected amounts of revenues in the value of €463,196,881. 

While, at the end of 2014 there were €277,823,490.  

In addition, in September 2015 the programme for extinctions of debts started to apply, which has 

been on-going from 2 September 2015 till 2 September 2016. In accordance with the Law on 

extinction of debts, TAK issued a list for extinction of debts. In 2015 debts in the value of 

€16,943,796 were written off.   

As a result, of analysis and examination of debts, it appeared that:  

 

Issue  12 – Increase of receivables from one year into the other – High priority 

Finding  Handling of old debts and the increasing trend of new debts is still a 

challenge for TAK. Compared to 2014, debts in 2015 were increased by 

€185,373,391. According to TAK officials, this difference constitutes the 

increase of accounts receivable of 2015 and prior year debts, which were not 

presented in AFS of the previous years.   

Risk Debts not collected decrease the ability of TAK in their collection and create 

precedence for other debtors who may decide not to pay.   

Recommendation 12 The General Director should ensure that all needed actions are taken 

including legal actions in order to increase the efficiency in collecting public 

money.   

 

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

shall prevail.  
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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 of this report. 

While a key output of our work is the audit opinion this report reflects the totality of our work 

with specific focus also on Governance Issues including Financial Management and Control. The 

latter is informed by our extensive, risk based, compliance audit programme. 

The Executive Summary is intended to highlight the key finding of the audit and the key actions 

that the General Director should ensure are taken to address identified management/control 

weaknesses. 

The detailed report provides an extensive summary of our audit finding with emphasis on 

determining the cause audit findings and providing appropriate recommendations to address 

these. For completeness we have included issues identified at the interim audit where they remain 

relevant.  Our findings are defined as: 

High Priority - issues which if not addressed may result in a material weakness in internal control 

and where action will offer the potential for improvements to the efficiency and effectiveness of 

internal controls; and 

Medium Priority - issues which may not result in a material weakness but where action will also 

offer the potential for significant improvements to the efficiency and effectiveness of internal 

controls.  

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

Our procedures included a review of the internal controls and accounting systems and associated 

substantive testing and associated governance arrangements only to the extent considered 

necessary for the effective performance of the audit. Audit findings should not be regarded as 

representing a comprehensive statement of all the weaknesses which exist, or all improvements 

which could be made to the systems and procedures operated.  
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Annex II Explanation of the different types of opinion 

applied by the OAG  

(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. 
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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 Recommendation 
fully addressed  

Partly addressed Not addressed 

3 Prior year 
recommendations  

Issue 1 - Addressing Prior Year Audit 
Recommendations – High Priority 

 

The Director General should ensure that 
measures set out in the action plan for areas 
with emphasised shortcomings are constantly 
revised and monitored to ensure that they are 
fully implemented by the accountable staff 
members while discharging the daily activities. 

 Notwithstanding progress 
made in the implementation of 
AG’s recommendations, same 
weaknesses are present in the 
area of budget planning and 
execution, budget for capitals, 
asset management and 
management of receivables.  

 

4.1 Budget 
planning and 
execution  

Issue 2 – Budget Execution for Capital 
Investments – High Priority 

The Director General should analyse the 
historical budget trend for capital projects and 
undertake measures for improvement. In 
addition, in order to increase the execution of 
the capital projects budget for should be 
analysed the shortcomings in the budgeting 
process to avoid them in the future.  

Salaries paid from other MoF programmes - 
High Priority 

The Director General should initiate a 
discussion with the Minister of Finance to 
ensure that the upcoming budgets are approved 
based on the TAK’s real needs in order that 
salaries are financed in a transparent way.  

  

 

 

 

 

 

 

 

 

 

 

Partially 

NO 
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4.2 Revenues  Issue 4 -Failure to collect revenues from 
inactive businesses– High Priority 

The Director General, besides ensuring proper 
list of data for inactive businesses, should 
review the legal mechanisms for the collection 
of revenues from these businesses. 

 

Issue 5 -Failure to harmonise reimbursement 
data between Treasury and TAK - High 
Priority  

The Director General should enhance measures 
to identify the causes behind the non- consisting 
data and eliminate them in order to ensure that 
the refund data are harmonised.  

 

Issue 6 Delays in Review of refunds – Medium 
Priority 

The Director General should enhance controls to 
ensure that the taxpayers’ approved refund 
claims are reviewed within the set deadline. 

 Partially  

 

 

 

 

 

 

 

 

NO 

 

 

 

 

 

NO 

4.3 Expenditures  

4.3.1 Procurement  

Issue 7 – Extension of public framework 
contract beyond the legal deadline – High 
Priority 

The Director General should ensure that public 
framework contracts are not extended beyond 
the legal deadline.  

 

 

 

YES 
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Issue 8 – Weaknesses in procurement process – 
High Priority   

The Director General should ensure that more 
attention is paid before signing the contract in 
order to have eligible operators in accordance 
with the applicable legislation. He should also 
ensure that performance security equal to or not 
less than 10% of the contract value is deposited 
before the contract is signed.   
 

Issue 9 – Expenditures on mobile telephony 
without public procurement procedure - High 
Priority    

The Director General should review the 
possibility of developing procurement 
procedures related to the mobile telephony 
services in order to ensure efficient services with 
more favourable prices.  
 

Issue 10 – Inclusion of Utilities in the 
“Procurement plan” – Medium Priority  

The Director General should ensure sufficient 
awareness and monitoring controls when 
preparing procurement plan. 
 

Issue 11 – Delays in the delivery of goods by 
Economic operators – Medium Priority  

The Director General should ensure that 
monitoring controls are in place in order to 
secure that goods or services are delivered by 
the selected EOs within the deadline stipulated 
in the contract.  

 

YES 

 

 

 

 

 

 

 

 

 

 

YES 

 

 

 

 

YES 

 

 

 

 

YES 
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4.3.2 
Remunerations 
(Wages and 
Salaries)  

Issue 12 – Discrepancies between the 
multipliers in the Appointment Act and the 
Payroll - High Priority  

The Director General should ensure that 
increases in salaries are previously approved by 
the relevant authorities and in the appointment 
acts are reflected the afterwards changes.  

 

Issue 13 – Description of duties and 
responsibilities was missing – Medium 
Priority 

The Director General should initiate measures 
securing that duties and responsibilities are 
clearly described in the appointment act.  

 

 

 

 

 

 

 

 

 

YES 

 NO 

4.4 Assets and 
Liabilities  

4.4.1 Capital and 
non-capital assets  

Issue 14 - Shortcoming in Assets Management 
- High Priority  

The Director General should review the existing 
control processes and asset management. The 
controls should be strengthened in order to 
prevent assets from being lost or misused.  

  NO 

4.4.2 Outstanding 
liabilities  

Issue 15 – Increased liabilities and 
shortcomings in their reporting to Treasury – 
Medium Priority  

The Director General should analyse the reasons 
behind the increase in liabilities and ensure that 
outstanding invoices are paid in time in order to 
avoid liabilities from being a burden to the 
subsequent budget. In addition, the dates when 
liabilities are created should be presented in the 
monthly reports of the liabilities. 

YES   
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4.4.3 Handling of 
receivables  

Issue 16- Revenues were not collected - High 
Priority 

The Director General should consider the age 
and validity of individual debts and implement 
a systematic process for the handling debts 
considered not collectable. All means available 
should be used, including legal actions. In 
addition, analysis,  should be carried out in 
order to identify the causes of businesses’ failure 
to pay debts  

  NO 

4.5 Internal audit 
system  

Issue 17 – Audit Unit has not executed the 2014 
plan - High Priority 

The Director General should work with the IAU 
Director to ensure that plan is achieved. IAU 
plan should be monitored on monthly basis and 
proactive measures should be taken in order to 
address departures from the plan in due time. 

YES   

 


