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The Office of the Auditor General undertakes both Regularity and 

Performance Audits. The Acting Auditor General is the head of the 

Office of the Auditor General which employs around 145 staff. The 

Auditor General and the Office of the Auditor General shall be 

independent and certifies around 90 Annual Financial Statements 

each year, while undertaking other forms of audits. 

Our Mission is to “Contribute to sound financial management in 

public administration”. We shall perform quality audits in line with 

internationally recognized public sector auditing standards and 

good European practices. We shall build confidence in the spending 

of public funds. We shall play an active role in securing taxpayers‟ 

and other stakeholders‟ interests in enhancing public accountability‟  

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. 

The Acting Auditor General has decided on the audit opinion and 

report on the Annual Financial Statements of the Kosovo Customs 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 and 

Saranda Husaj.  

 

 

OFFICE OF THE AUDITOR GENERAL-St. Musine Kokollari, No. 16, Prishtina 10000, Kosova 
Tel.: +381(0) 38 25 35 /121/262-FAX: +381(0) 38 2535 122  /219 
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Executive Summary  

Introduction  

This report summarises the key findings from our audit of the 2014 Annual Financial Statements 

of the Kosovo Customs, 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 2014 financial statements was undertaken in accordance with the 

internationally recognised Public Sector auditing standards (ISSAIs) issued by INTOSAI. 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 

26 September 2014.    

Customs is an executive agency of the Ministry of Finance. Its Annual Financial Statements  are 

incorporated within the Annual Financial Statements of the Ministry of Finance. OAG is not 

obliged to carry out a separate audit of Customs‟ AFS. However, due to the nature and activities 

performed by Customs and also as a service to the need of the Commission for Oversight of Public 

Finance, we audited the Customs‟ AFS separately from the MoF‟s AFS.  

Our audit focus has been on: 

 

The level of work undertaken by the Office of the Auditor General to complete the 2014 audit is a 

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

Opinion 

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

  

The Annual 
Financial Statements  
including reporting 
requirements and 
significant audit 

risks   

The response to 
prior year and 

earlier 
recommendations 

Governance issues 
particularly 

financial 
management and 

control 
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The Auditor General‟s opinion is: 

In our opinion the financial statements present a true and fair view in all material aspects. 

As an Emphasis of Matter- We would like to draw your attention to the fact that the information 

presented for receivables in explanatory notes in AFS not fully reliable. This does not affect any of 

the two Annual Financial Statements (Cash Receipts and Payments and Comparison of Budget 

and Actual Amounts) in line with IPSAS Cash based accounting. 

(ISSAI 200/1706 Unmodified Opinion with an Emphasis of Matter) 

Overall Conclusion 

Our key conclusions and recommendations are: 

 

 

 

Management response – audit 2014 

The Management has agreed with our audit findings and committed to address our 

recommendations. 

  

Inadequate controls 
to confirm 

completeness and 
accuracy of 

receivables  have 
resulted in  Emphasis 

of Matter in AFS. 

The General Director should analyse 
reasons behind the weaknesses 
presented in 2014 and identify 
actions  to enable a complete  

representation of receivables in  2015  

See issue 1 at 
page 9 

Expenditures  were  
managed  effectively. 
However, the level of 

controls was not 
effective in all the 

cases.  

The General Director should ensure 
that control and monitoring 

activities are effective in 
management of expenditures and 

where controls are ineffective, 
measures for improvement should 

be taken.  

See issue 7 to 
12 at page 16 

to 19  

Despite the slight 
progress showed in the 

management of 2013 
revenues, the level of 
controls in this area 

requires further 
improvement.  

The General Director should ensure 
that an effective process of 

monitoring and management of 
revenues is presented.  

See issue 4 
to 6 at page 

14 to 15  
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1 Audit Scope and Methodology  

It is the responsibility of Kosovo Customs (KC) to prepare Annual Financial Statements (AFS) 

under the International Public Sector Accounting Standards (IPSAS) for „Financial Reporting 

under the Cash Basis for Accounting‟ and other specific requirements. The Office of the Auditor 

General (OAG) is responsible for carrying out a Regularity Audit which involves the examination 

and evaluation of the AFS and other financial records and expression of: 

 whether the AFS give a true and fair view of the accounts and financial affairs for the audit 

period;  

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

regulations;  

 the appropriateness of internal controls and internal audit functions; and  

 all matters arising from or relating to the audit.  

We have considered the extent to which management controls can be relied upon when 

determining the overall testing required to provide the necessary level of evidence to support the 

Auditor General‟s (AG) opinion. Management activity also determines the focus of our 

compliance audit and good governance audit which do not directly impact on the opinion. 

Our audit approach to governance is focused on evaluating the actions taken by management to 

secure effective financial management and control and the results of this action in efficiently 

delivering high quality operational outputs. This may, for example, be monitoring activity 

undertaken by senior management or lower level operational controls. We consider whether 

controls are well designed, have been implemented as planned and operate effectively. This 

requires an assessment of structures, processes and accountability lines introduced by 

management including the role undertaken by Internal Audit and Audit Committee as well as 

inbuilt system controls.  

The following sections provide a more detailed summary of our audit finding with emphasis on 

observations and recommendations in each area of review. An assessment of how the 

Management have addressed recommendations made in the report on 2013 may be found in 

Annex II. 

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

relevant. At the interim audit stage we provide advice to enable relevant action to be taken in 

advance of the AFS production and final audit.  
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Our findings are defined as: 

High Priority - issues which 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 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 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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2 Annual Financial Statements and other External 

Reporting Obligations   

Introduction  

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

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.   

Overall Conclusion 

Customs managed to submit all reports in time which are required under the applicable legal 

framework. AFS met all IPSAS requirements for „Financial Reporting under the Cash Basis for 

Accounting‟ and Financial Rule No. 03/2013. Customs failed to address  weaknesses in the 

receivables  presented  in the AFS.  Notwithstanding this, the quality of the AFS was generally 

good. All other external reporting obligations not related to the AFS were met in full.  

 

2.1 Audit Opinion  

In our opinion the financial statements present a true and fair view in all material aspects. 

As an Emphasis of Matter- We would like to draw your attention to the fact that records and 

information presented for receivables in explanatory notes in AFS was incomplete.  This does not 

affect any of the two Annual Financial Statements (Cash Receipts and Payments and Comparison 

of Budget and Actual Amounts) in line with IPSAS Cash based accounting. 

(ISSAI 200/1706 Unmodified Opinion with an Emphasis of Matter) 
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2.2 Significant Risks to the Annual Financial Statements  

Description 

Our Audit Planning Memorandum dated 26.09.2014 identified no significant risks, however, 

during the audit, we identified such a risk in AFS relating to completeness of receivables.  

The risk of material misstatement that we identified relating to the completeness of receivable 

occurred because no management action was taken to secure complete records of the receivables..   

Identified Risk 

Issue  1 – Unclear and incomplete  records  of the receivable accounts  – High Priority   

Audit response and Findings 

In AFS 2014, Customs has presented receivable accounts in the amount of € 34,617,788. Customs 

was unable to provide a full and accurate accounts receivable, in order to confirm the value of the 

receivables disclosed in the 2014 AFS. 

Information in the database on receivables offered by Customs to audit team was not clear. In 

those data it was difficult to draw exactly debtors, and the period when the liability was created. 

As a result, we were unable to gain assurance for the accuracy and completeness of the accounts 

receivable disclosed in the 2014 AFS. 

After completing the audit  Customs sent a second database for accounts receivable. Even in these 

data, which were different from the data presented during the audit, Customs could not support 

the accounts receivable figure presented in the AFS. 

Recommendation 1 High Priority - The General Director should ensure that  adequate actions 

was taken to enable that records on receivables accounts are accurate and 

complete.  
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2.3 Compliance with AFS and other reporting requirements  

Description 

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

 Compliance with Financial Rule no. 03/2013; 

 Requirements of LPFMA no. 03/ L-048; 

 Budget requests;  

 Quarterly reports including nine month financial report; 

 Action Plan for implementation of audit recommendations;  

 Draft plan and final procurement plan;  

 Reports on outstanding liabilities; and  

 Progress reports on capital projects in the amount over 10,000€.  

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

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 fair and accurate excluding the receivables accounts 
presented in 2014 AFS.   

Recommendations   

We have no recommendations in this area. 
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3 Prior Year Recommendations 

Overall Conclusion  

Ever since the receipt of our recommendations in July 2014 for 2013, Customs has undertaken 

adequate measures to address issues raised. Despite the progress made, some issues still remain to 

be addressed.    

Description   

Our Audit Report on the 2013 AFS  resulted in seven (7) key recommendations. Customs prepared 

an Action Plan to ensure that all recommendations will be addressed within the period specified. 

There is progress in almost all components; however, there are shortcomings in the area of 

receivables account and Custom warehouses.  

At the end of our 2014 audit,  five recommendations have been fully addressed; one  is partially 

addressed; and one have not been addressed yet. For a more thorough description of the 

recommendations and how they are addressed, see Annex II.   

Recommendations  
 

Issue  2 - Addressing Prior Year Audit Recommendations – High Priority  

Finding  Although a big a proportion of prior year recommendations have been 

implemented, a challenge for  Customs remains the full implementation of 

the AG‟s recommendations relating to receivables accounts and Custom 

warehouses.   

Risk The continued weakness of management and other controls in key systems 

such as assets and Custom warehouses have resulted in considerable 

shortcomings of these areas which my impact on the overall organisational  

efficiency.  

Recommendation 2 The General Director should ensure that measures set out in the Action Plan 

for receivables accounts and Custom warehouses are revised and constantly 

monitored to ensure that they are implemented in full by the accountable 

staff members during the discharge of daily activities.  
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4 Governance 

Overall Conclusion  

The key aspects of the Governance framework have been addressed by Kosovo Customs as 

follows: 

 Self-assessment as is required by procedures for Financial Management and Control; 

 Risk Management – in accordance with Kosovo Customs‟ strategic objectives set out in the 

strategic plan; 

 Internal reporting and management control; and  

 Internal Audit System. 

Since Kosovo Customs is the biggest organisation when it comes to generation of revenues and at 

the same time the main Kosovo budget source; controls over revenue are in general strong and are 

being implemented effectively, apart from some shortcomings which need improvement. While 

controls over a range of expenditure areas require further enhancement to prevent Customs 

suffering financial loss, poor value for money and ineffective public funds management.  The 

main areas where most improvements are required are Customs warehouses, asset management 

and expenditures management.  

 

4.1 Budget Planning and Execution 

Description 

We have considered the sources of budgetary funds for Kosovo Customs, 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 
2014 

Outturn 
2013 

Outturn 
2012 

Outturn 

Sources of Funds   9,781,070 9,888,901 9,075,456 8,144,009 8,130,889 

Government Grant -Budget  9,781,070 9,888,901 9,075,456 8,144,009 8,130,889 

The final budget is higher than the initial budget by €107,831.  This increase is implemented after 

the budget review and in compliance with Government decisions.  

                                                      
1 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
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Kosovo Customs used 92% of the final budget in 2014 or €9,075,456 a trend similar to the 

execution compared to 2013.  

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

Description 
Initial 

Budget 
Final 

Budget 
2014 

Outturn 
2013 

Outturn 
2012 

Outturn 

Spending of funds broken 
down by economic categories 

9,781,570 9,888,900 9,075,456 8,144,000 8,130,889 

Wages and Salaries 4,625,875 5,387,684 5,387,684 4,620,000 4,552,211 

Goods and Services  3,784682 3,216,980 2,587,523 3,027,000 2,552,898 

Utilities 228,000 193,375 146,441 155,000 136,282 

Capital Investments 1,143,013 1,090,861 953,808 342,000 889,498 

Explanations for changes in budget categories are given below: 

The budget for Wages and Salaries increased by €761,810, this occurred due to a decision of the 

Government for the raise of salaries by 25%. Budget for this category for 2014 was spent 100%.  

The final budget for Goods and Services compared to the initial budget is decreased by €567,702. 

Final budget is executed by 80%, which remains at an unsatisfactory level. A similar trend of 

execution in this category was also last year.  

The final budget for Utilities compared to initial budget is decreased by €34,625, as a result of the 

Government decision. Budget for this category is executed by 75%.  

The final budget for Capital Investment compared to initial budget is decreased by €52,152. 

Budget for this category is executed by 87%. Capital Investments are mainly executed in the 

Information Technology sector.  

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

Description Initial Budget Final Budget  2014  2013  2012  

Own source revenues  934,000,000 934,000,000 870,978,222 837,268,927 844,860,950 

Returns  - - (2,407,787) (3,189,265) (2,073,633) 

Total 934,000,000 934,000,000 868,570,435 834,049,662 842,787,317 

Revenues planned by Customs for 2014 were €934,000,000. While their execution was €868,570,435, 

which expressed in percentage there is a good execution of 93% of the quota planned.  

The Customs have not executed the plan in full. The trend of revenues over the years, is  

increasing compared to the previous year by €34,520,773. 
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Recommendations  

 

Issue  3 – Budget Execution  – High Priority  

Finding  Although the budget used in total was 92%, budget for Goods and Services 

and Utilities despite the budget cuts was not executed according to 

planning. Budget for Goods and Services was used by 74%, while for 

Utilities by 75%. Budget for Goods and Services was not used according to 

planning due to the repetition of procurement activities. The initial budget 

for Utilities for 2014 was similar to the 2013 budget, despite not being used 

in full in 2013.  

Risk Incompliant budget planning with the real needs will result in having the 

budget unspent unnecessarily, which would otherwise be used for other 

priority areas which need more funds. Lack of an analysis based on the 

historical budget trend for Utilities resulted in keeping the budget 

surpluses.  

Recommendation 3 The General Director should ensure that he has analysed the historical 

budget trend for Utilities and has undertaken measures for improvement. In 

addition, in order to increase the execution of budget for Goods and 

Services he should analyse shortcomings in the procurement processes to 

reduce them in the future.  
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4.2 Revenues  

Description 

Revenues generated by Customs in 2013 totalled €868,570,435. Compared to previous year, 

Customs marked higher collection of revenues by €34,520,773 or 4%. Bigger increase is noted with 

the collection of Border excise, customs duties on import and Border Value Added Tax – Customs. 

The following is a detailed presentation of revenues and returns for 2014.    

Table 4 Detailed revenues according to type and returns (January – December 2014)  

No. Description   Value in  Euro  

1 Internal excise  (11,361,989) 

2 Border excise  (304,075,245) 

3 Banderols  (477,598) 

4 Customs duties on import  (126,323,464) 

5 Fast –Customs   (4,767) 

6 External Customs control   (1,231,752) 

7 Excise return   123,922  

8 Customs duties return   755,342  

9 Other customs duties returns   369,356  

10 Value Added Tax return –Customs   1,159,167  

11 Violations and Customs penalties  (1,654,407) 

12 Taxes of other charges from Customs  (1,296,534) 

13 Border Value Added Tax – Customs  (423,935,311) 

14 Revenues from the sale of Goods  (617,155) 

  Total of revenues from  2014 (868,570,436) 

We examined 100 samples (substantive testing), mainly the revenues from: border excise, customs 

duties on import and Border VAT – Customs. Other than this, we examined Customs warehouses, 

excise returns, taxes and VAT, and we have implemented compliance testing for some samples. 

Customs in general have a good functional system for revenue management, apart from some 

shortcomings which will be presented as follows:  
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Recommendations   
 

Issue  4 – Value of Goods for Customs Purposes – High Priority 

Finding  In one case, we found that the importer of goods presented necessary 

documentation to prove the purchase of goods, namely the original invoice 

issued by the exporter, which includes the price of goods, unit, and 

quantity, weight and goods description. However, Customs did not 

consider these evidences during the process of determining the value of 

transaction basis (import), neglecting Article 33 of Customs Code on 

determining the value of transaction method,  instead the sixth (6th) method 

was applied , namely Article 35 of Customs Code on determining the value 

of import. Customs gave no explanation (reason) on not using method 1 but 

method 6 on the customs assessment of goods imported.  

Risk Shifting from method without a specific reason not only is in contradiction 

with Customs Code, but also impacts on the increase of the cases of appeal 

and at the same time presents a risk to the reputation of the Customs which 

in general would affect the organisational performance.  

Recommendation 4 The General Director should ensure that has enhanced monitoring level 

relating to the assessment of customs imports and eliminate weaknesses 

which may be presented while determining the customs value on the goods 

imported.  

Issue  5 – Lack of information on the initial stock balance in Customs Warehouses2 – High 

Priority  

Finding  Shortcomings in the supervision of Customs warehouses during 2013 have 

resulted in lack of information on the initial stock balance in the Customs 

warehouses at the beginning of 2014. Even though Customs have shown 

progress in this direction, by forming the supervision sector for the 

economic impact procedures, which have undertaken the concrete actions 

for the continuously monitoring of the Customs warehouse. 

Risk Lack of controls and supervision in the Customs warehouses have resulted 

in the inefficiency of the Customs warehouses and at the same time 

increases the risk over losses and avoidance of customs taxes by these 

entities.  

Recommendation 5 The General Director should ensure that has strengthened supervision of 

Customs warehouses by enhancing controls in relation to these entities, to 

verifying whether the authorisation criteria are being implemented and the 

stock balance.  

                                                      
2 Customs storage (warehouse) means any place approved, which is under the Customs supervision, where Goods can 
be stored according to conditions foreseen. Customs warehouse may be any location defined (e.g. premises or a 
place/area) authorised by the Customs for storing the non-domestic goods.  
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Issue  6 – Return of funds due to the appeal procedures – High Priority  

Finding  After the request from the appealing entities regarding the return of funds 

on behalf of taxes, the Customs has taken decisions for the return of funds in 

the amount of €1,504,381. As a result of these decisions, it appeared that 

Customs had not used the appropriate methods for determining the value 

of imports or the unloading in Customs warehouses during the period of 

their occurrence.  

Risk Improper controls in assessing imports (determining values) of goods and 
releases of warehouses have resulted in a considerable number of appeals 
made by appealing entities.   

Recommendation 6 The General Director should ensure adequate controls by increasing the 
level of performance in determining the value of imports in order to  reduce 
the number of appeals as much as possible.  

 

4.3 Expenditures 

Customs have established  internal control system and functions in the expenditure area. In  some 

cases weaknesses exist linked to  procurement procedures and Wages and Salaries.  

 

4.3.1 Procurement 

Description 

Total Customs expenditures through procurement procedures were in the amount of €3,541,331. 

We tested 20 payments from the category of Goods and Services, and five  payments from the 

category of Capital Investments.  

In addition, we tested 12 procurement activities to assess compliance of procurement procedures 

with the Law on Public Procurement. In general, controls functioned effectively in the Customs; 

however, there are some shortcomings which should be addressed to improve the entire process.  
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Recommendation 
 

Issue  7 – Awarding a contract without tender execution assurance – High Priority 

Finding  The  contract “Supply with electronic weighting machines with the capacity 

min. 60tons” in the amount of €70,800, awarded a contract to Economic 

Operator, although it failed to meet the criterion for tender execution 

assurance, at least 10% of the contract value.  

Risk A failure to apply the tender execution assurance not only is in 

contradiction with legislation in force, but at the same time may impact on 

removing the responsibility over the contractor by EO.  

Recommendation 7 The General Director should ensure that execution assurance is 

preliminarily deposited upon the signature of the contract, which is equal or 

not less than 10% of the contract value.  

Issue  8 – Acceptance of low quality services – High Priority 

Finding  The payment of €27,039 for “Vehicle maintenance” was based on the 

acceptance from the acceptance officer and the commission for acceptance of 

goods of services delivered by an EO. The payment was later rejected, 

considering them as low quality services. The service was paid partially and 

later the Customs  terminated the contract with the EO. In addition, the 

Customs were late with the payment of an invoice, exceeding  the timeline 

by 60 days.    

Risk The current control and monitoring activities during the acceptance of 

goods provided no appropriate assurance that public funds are spent for the 

Goods and Services contracted.  

Recommendation 8 The General Director should ensure sufficient monitoring when doing the 

acceptance of Goods and Services, and should undertake actions required to 

ensure that public funds spending is done effectively by eliminating the 

risks /deviations from the legal rules.  
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Issue  9 – Inadequate classification of the economic code – High Priority 

Finding  The procurement activity, “Opening of a well and installation of pipes with 

a diameter of 200mm” in the amount of €2,348, was classified with the 

economic code 13460 (other contracting services). In terms of nature and 

value, these expenditures should have been planned / executed from 

Capital Investment and recorded under the respective code of Capital 

Investments.  

Risk Improper classification resulted in the underestimation of assets. Execution 

of Capital Investments from the category of Goods and Services reduces 

transparency regarding the Capital Investments. The wrong recording of 

expenditures in the inadequate category and codes results in the loss of 

reliability in the quality of information reported, thus overestimating one 

category and underestimating the other category of expenditures.  

Recommendation 9 The General Director should ensure the establishment of a functional 

control system over the payment processing of Goods and Services to 

ensure that payments are recorded and reported in adequate economic 

categories to avoid shortcomings in this area.  

 

4.3.2 Remunerations (Wages and Salaries) 

Description 

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

Customs deal with payroll authorisation, an analysis of variances and different reconciliations. 

The number of employees approved was 622, while during 2014, the number of employees at the 

end of the year was 565. During 2014, there was no staff recruitment in Kosovo Customs.  

We tested  thirteen samples, where we conducted substantive testing and  eleven samples where 

we applied compliance testing. During our testing, we found the following findings:  
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Recommendations 
 

Issue  10 – Prohibitions on using the sick leave for the civilian staff are not in compliance with 

Laws and Regulations in force – High Priority   

Finding  Prohibitions on using the sick leave for the civil staff are not in compliance 

with Laws and Regulation in force. According to AI 91/2010, staff is entitled 

to  20 working days in maximum to a sick leave with pay per year  with the 

applicable additions. This AI clearly sets out that rules and procedures for 

civil servants are set out by legal provisions for civil servants. 

Notwithstanding this, we found that these prohibitions were also applied to 

the civil staff.   

According to Regulation No. 06/2011 On Leaves of civil employees, the civil 

employee is entitled to sick leave with pay for a duration of up to 20 

(twenty) working days within one (1) year, with the salary remuneration of 

100%.  

During the year 2014, prohibitions were applied for the employees with the 

civil service status in the amount of €950. According to Customs officers, the 

reason behind the application of these prohibitions was to stop the staff in 

general on going on frequent sick leaves.  

Risk Application of salary prohibition for sick leaves for the civil staff risks the 

loss of credibility of controls in Customs and at the same time may impact 

on the demotivation of the staff.   

Recommendation 10 The General Director should ensure that the right on using the sick leave for 

civil staff without applying salary prohibitions is respected.  

Issue  11 – Payment for representations from inadequate category – Medium Priority 

Finding  Payment for representation expenditures was made from the salary 

category. This was done upon a decision of CEO, through which the 

payments for seven heads of regional departments and the communication 

and media officer should be done from the salary category. After receiving 

the interim audit memorandum, Customs issued an ordinance,   in which it 

regulated the payment of expenditures from the adequate category.   

Risk The decision for representation payment from the salary category has no 

legal grounds, while payment of expenditures from the category of Wages 

and Salaries is incompliant with the chart of accounts and risks the decrease 

of expenditures for Goods and Services and increase of salary expenditures.  

Recommendation 11 The General Director should ensure that representation expenditures are 

paid from the adequate category.   
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Issue  12 – Lack of clear job description of duties and responsibilities – High Priority  

Finding  Out of all the samples tested, we found that  proper job descriptions of 

duties and responsibilities for employees in some cases were  missing, in 

four cases we found that officers have no job description of duties and 

responsibilities at all. In one sample, the officer changed the grade while the 

job descriptions were not changed.   

In some cases, officers changed departments while in their files we found 

that they have job description of duties and responsibilities according to 

their recruitment. In addition, the cases of appointment in positions have no 

new job descriptions for employees. All these officers are promoted in terms 

of grade, are transferred or are temporarily appointed. Previous job 

descriptions are found in the files of these employees.    

According to Customs officers, employees‟ job descriptions are according to 

grades regarding job descriptions based on organizational structure 2012. 

From 2014, a new organisational structure is adopted Customs. Job 

description in  accordance with the organisational scheme are still not 

developed. According to Customs officers, all staff personal files will be 

completed with their job description after the finalisation from the 

Twinning Project. 

Furthermore, legal and administrative officer was transferred from 

Personnel Department to Internal Audit Unit with the same title of position. 

However, according to the internal   audit unit (IAU) reports the officer is as 

a member.  

Risk Lack of clear job description of duties and responsibilities and transfer of 

officers in positions which they are not competent about, risks the overall 

organisational performance.  

Recommendation 12  The General Director should ensure that clear job description of duties and 

responsibilities are produced as soon as possible. Once employees are 

transferred or appointments made, processes should be put in place 

assuring up grading approvable files. 
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4.4 Assets and Liabilities  

4.4.1 Capital and Non Capital Assets   

Description 

The value of capital non-financial assets (over €1,000) presented in AFS was €4,803,470, while the 

value of non-capital assets (under €1,000) was €364,570 and stocks were €195,396.98.  .  

As a result of audit, in this component, we identified other shortcomings as follows:  

Recommendations 

 

Issue  13 – Shortcoming in Assets Management- High Priority 

Finding  The assets officer resigned during 2014, as a result, the assets purchased 

from September 2014 to the end of the year is not included in the accounting 

register and in the general assets register. The sample tested in the amount 

of €125,785 of purchases and acceptance of assets in this period is not 

included in the accounting register and the general asses register for 2014. 

As a consequence, the value of assets presented in 2014 AFS is incorrect and 

incomplete. Customs‟ management has not ensured proper controls in 

managing assets which would secure completeness and accuracy of assets 

presented in 2014 AFS.  

Customs 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 non-financial assets. 

Although according to Customs, this commission is established in 2015 and 

it is doing the assessment of assets.  

In addition, Customs has not made the E-asset register functional. 

According to the asset management regulation, every budget organisation 

should keep the E-asset register to record assets under the value of €1,000. 

Then, this register should be harmonised with the general assets register.  

Risk Poor controls in asset management have resulted in numerous shortcomings 

in this component which increase the risk over losses or over their misuse.  

Recommendation 13 The General Director should ensure that a review of existing controls in 

asset management is made and also ensure accurate and complete 

presentation of the assets in AFS 2015..  



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

 

23 

4.4.2 Handling of receivables  

Description 

Based on the information presented in AFS, Customs had revenues not collected in the amount of 

€34,617,788. The majority of these receivables belong to gambling.  Shortcomings regarding the 

accuracy and completeness of receivables are presented in section 2.2.  

Recommendations  
 

Issue  14 – Revenues not collected - High Priority  

Finding  Handling of debts remains a challenge for Customs. Lack of an analysis to 

identify causes of the failure of businesses to pay certain debts has resulted 

in the low collection.   

Risk Debts not collected decrease the ability of Customs to collect them and 

creates precedence to other debtors which may decide not to pay.  

Recommendation 14 The General Director should identify all debtors to Customs and should 

review aging and validity of individual debts and implement a systematic 

process of treatment of those debts considered not collectable (should be 

classified, documented and validated). All funds available should be used, 

including legal actions. The review should cover  an analysis of the causes 

for the failure of businesses to pay debts to Customs.  

 

4.5 Internal Audit System 

Description 

The IAU  in Customs is comprised by the Director and one auditor. This unit conducts its audit 

activities according to the strategic and annual plan and reports to the Audit Committee.  

The Audit Committee is established within MoF. Customs reports to this Committee through one 

representative. The Audit Committee has held four meetings during the year, where they 

discussed findings and implementation of recommendations in Kosovo Customs.    

IAU reports also to Central Harmonisation Unit regarding internal audit via quarterly reports.  

There were eight (8) regular and no ad hoc audits foreseen in the annual plan. IAU during 2014 

carried out seven (7) audits according to annual audit plan and two (2) ad hoc audits.  

Kosovo Customs has Internal Audit Unit which is an important segment of controls in general. 

IAU operated according to the plan.  
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Annex I: 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 II: Prior Year Recommendations  

Audit Component Recommendation  given Recommendation 
fully addressed  

Partly addressed Not addressed 

2. 2. Significant risks 
to Annual Financial 
Statements 

Issue - Failure to completely present 
account receivables in the AFS – High 
Priority  

  X 

3. Prior year 
recommendations 
(2012)  

Issue - Addressing Prior Year Audit 
Recommendations – High Priority 

The General Director should ensure that 
the action plan is revised by taking into 
account the measures taken in 2014 and 
determine the exact timeframe for 
addressing the AG’s recommendations. 

 X   

4.3 Revenues 
(including Own 
Source Revenues)  

Issue - Incorrect recording in Tariff 
Codes and incorrect Calculation of 
Excise - High Priority 

The General Director should strengthen 
controls to ensure that each product is 
recorded in appropriate tariff codes and 
that calculation of tax is fair and correct. 

 

Issue – Improper calculation of customs 
tax for advertising goods - High Priority 

The General Director should ensure that 
advertising goods for secondary use, with 
zero or symbolic value are evaluated and 
duty charged based on their value.  

 

 

 

X   

 

 

 

 

 

 

X  
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Issue – Representation Agencies 
operating without licenses - High 
Priority 

The General Director should ensure that 
all Representative Agencies are licensed. 
Otherwise, their representative activities 
should be suspended. 

 

 

 

 

 

 

X  

 

 

 

 

4.4.3 Remunerations 
(Wages and Salaries)  

Issue – Shortcomings when it comes to 
multipliers of civil servants, and Acting 
position exercised for more than three 
months – Medium Priority 

The General Director should ensure that 
salary multipliers of civil servants is in 
accordance with their duties and 
responsibilities and that management 
positions are manned on acting 
appointments for no longer than three 
months 

X    

4.5.1 Capital and 
non-capital assets  

Issue  – Assets transferred without 
notifying the Assets Officer - Medium 
Priority 

The General Director should ensure that 
all assets are transferred by filling out the 
standard handover form and submitted 
to the assets officer for purpose of assets 
update. 

  X 

 


