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The Office of the Auditor General (OAG) undertakes both 

Regularity and Performance Audits. The Auditor General Lage 

Olofsson is the head of the OAG which employs around 140 staff. 

The Auditor General and the OAG 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 OAG directly promote 

accountability as they provide a base for holding managers’ of 

individual budget organisations to account. 

The Auditor General has decided on the audit opinion and the 

report on the Annual Financial Statements of Trepça Enterprise in 

consultation with the Deputy Auditor General, Artan Venhari, 

supervising the audit. 

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

under the management of the Audit Director Myrvete Gashi 

supported by Samir Zymberi (Team leader), Alban Shatri 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 
http://oag-rks.org/ 
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Executive Summary 

This report summarises the key matters arising from our audit of the 2012 Annual 

Financial Statements (AFS) of Socially Owned Enterprise Trepça– under the 

Administration of PAK. I would like to thank Trepça Management and team for their 

assistance during the audit process.  

The examination of the 2012 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. 

Our audit focus has been on: 

 The Annual Financial Statements; 

 Financial Management and Internal Control (including budget management and 

execution); and, 

 Internal Audit System. 

Opinion 

Annex I explains the different types of Opinions applied by the OAG. The AG’s report 

includes an opinion as to the truth and fairness of the financial statements.  
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The AG’s opinion is: 

In our opinion financial statements present a true and fair view in all material aspect with 

exception of following issues which have an impact on the opinion: 

 The value of assets is not accurate and complete, we did not have physical access to 

facilities of Trepca north and we could not perform all necessary audit procedures 

and tests and physical examinations of accounts on assets and stocks of Trepca North. 

 We are reserved regarding the opening balance carried forward on 1st of January 

2012, furthermore AFS do not contain comparative data of previous year  

 The value of €779,295 was not presented in AFS for taxes and contributions for Trepca 

north for 2012 and other disputes were not disclosed with obligations which have 

material value. 

Besides these, we emphasize issues as follows: 

 AFS does not contain adequate information on contingent liabilities and 

reorganization phase of the Enterprise. 

 No disclosures were made for reserves of mine and minerals of the enterprise;  

(ISSAI 400 Qualified of Opinion with an Emphasis of Matter) 

Overall Conclusion  

The level of work undertaken by the OAG to complete the 2012 audit is a direct reflection 

of the quality of the internal control environment implemented by management.  Our 

overall conclusion in context of financial management is that: 

SOE Trepça is one single enterprise operating in two divisions for region north and south. 

As a consequence, management and control systems are not designed in consistent way 

for covering the business of two divisions of the enterprise. There is a poor coordination 

between them and main shortcomings exist especially in Trepca north.  Budget planning 

and execution was made in different ways. Trepca Manager did not succeed to produce 

AFS at level of enterprise in line with legal requirements. They have prepared financial 

accounts separately for two divisions. AFS presented in this report were finalised by 

PAK, following our recommendations. Despite these shortcomings there are uncertainties 

in regulation framework for functioning and reporting of SOE Trepca. 

These issues may be addressed through guidelines produced by PAK. Guidelines should 

fully address PAK responsibilities in terms of Trepca re-organisation. Such action is 

necessary for both divisions of Trepca for addressing weak controls which potentially 

lead the enterprise to financial loss.  
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Audit recommendations are intended to support SOE Trepca and PAK in improving 

financial controls and enhancing other aspects of operational activity. 

Our key recommendations are the following:  

PAK Board should: 

 Ensure regulatory framework for functionality as well as internal and external 

reporting of SOE Trepça as a single enterprise; 

 Ensure cooperation and coordination between two divisions of Trepça;    

 Ensure that PAK responsibilities as direct Administrator for administrating 

Trepça and reorganisation process of this enterprise are discharged.  

SOE Trepça managers should:  

 Improve the level of cooperation between each other, and ensure that the internal 

and external financial reporting is of good quality and in compliance with 

requirements;  

 Prepare and sign the AFS at the level of Trepca as one enterprise; 

 Secure good processes of purchases through procurement and adequate 

management of personnel in the northern part 

 Secure that assets are fully registered, their value is given and properly reported 

in AFS and properly managed as well; 

 Secure that currency exchange management is reviewed for reducing the risk for 

potential losses; 

 Secure that all tax disputed matters between two divisions are solved; and 

 Ensure appropriate financial management and that internal control systems are 

designed and implemented covering both divisions of the enterprise.   

The Management of Trepca has been given the possibility to give comments on a draft of 

this report. Outstanding questions where the audited body and we as auditors still have 

different views are to be found in Annex III.  

Further on, the Management of Trepca has committed itself to make every effort to 

address the recommendations given.  
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1 Audit Scope and Methodology 

It is the responsibility of SOE Trepça to prepare AFS under the International Accounting 

Standards (IAS) for ‘Financial Reporting under Accrual Basis for Accounting’. The OAG 

is responsible for carrying out a Regularity Audit which involves the examination and 

evaluation of AFS and other financial records and expression of opinions on: 

 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. 

Audit work undertaken reflected our audit risk assessment for Trepça. We have 

considered our understanding of the organisation, the extent to which management 

controls can be relied upon and the level of detailed testing required when determining 

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

Auditor General’s opinion. 

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

emphasis on observations and recommendations in each area of review. We have 

included the significant and other, less significant findings arising from our audit. For 

completeness we have included issues identified during the audit of nine month period 

where they remain relevant.  Our findings are defined as:   

Significant - major issues for the attention of those charged with governance and senior 

management which may have the potential to result in a material weakness in internal 

control ; and 

Other - weaknesses identified in our audit where action will offer the potential for 

improvements to the efficiency and effectiveness of internal controls. 

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

procedures 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.   



 

OFFICE OF THE AUDITOR GENERAL 

 

8 

2 Annual Financial Statements 

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

quality and accuracy of the information. We also consider the Declaration made by the 

Manager and Chief Financial Officer when the draft AFS are finalised and published. 

Trpca uses accrual accounting principle based ISFR for preparation of AFS. 

The declaration regarding presentation of AFS incorporates a number of assertions 

relating to compliance with the reporting framework and the quality of information.  

Declaration is intended to provide assurance to the users of AFS that all relevant 

information has been provided to ensure that a comprehensive audit can be undertaken.  

Since the AFS were produced with delay, our audit approach was developed in 

individual account for both parts. The statement of incomes shows the revenues and 

expenditures of SOE Trepça including both north and south. Findings and 

recommendations concerning the revenues and expenditures are given within this report 

on separate chapters for each part. 

AFS for SOE Trepça were not produced for year 2012; therefore despite tests performed, 

we do not take responsibility for the opening balance of 2012. Lack of a comparing year 

does not show consistency, it is a limitation when it comes to testing cash flow and not is 

in compliance with ISFR requirements. AFS for SOE Trepca for 2012 are presented in 

Annex 2. 

2.1 Compliance with the Reporting Framework 

Overall Conclusion 

SOE Trepça did not apply unified rules and policies in producing the financial reports. 

The AFS format was different for both parts, while final AFS were not signed by the 

Manager of northern part.  

Description  

Trepça Managers are in charge of managing Trepça North and South and they should 

ensure production of Trepça AFS as a single enterprise. Further on, despite explanatory 

notes, management is encouraged to provide an overview describing and explaining key 

features of financial performance including key uncertainties with which the enterprise is 

facing 

AFS should be in compliance with reporting framework and ISFR requirements. We have 

considered that the individual accounts are:  
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 Produced and submitted to PAK; 

 Produced on both hard and electronic copies; and 

 Signed by Chief Administration Officer and Chief Financial Officer. 

Deviations from reporting framework: 

 Financial accounts of both sides do not contain the needed disclosures; 

 Financial accounts of Trepça north were not prepared on official languages; they 

are on Serbian language only.  

 Financial accounts of Trepça north were not signed by its manager; they were 

only signed by the assistant Manager.  

 

1. Issue - Signing the financial statements  and compliance with reporting framework – 

Priority – Significant   

Finding The AFS presented in annex II were prepared by PAK which 

signed the statement1 for the way they were prepared. AFS 

contains four (4) components except disclosure and explanatory 

notes.  For the first time in recent years, the situation of Trepca as a 

single enterprise is reflected in one AFS and they were finalised by 

using data from individual accounts prepared from Trepca north 

and south. 

However, Trepca north Manager did not sign final AFS. This is 

limitation and does not provide assertions by the Management that 

data are true and fair. 

SOE Trepca Financial statements do not contain sufficient and 

comprehensive information. Despite points mentioned regarding 

reporting deviations, proper information regarding the 

administration and reorganisation phase of the enterprise. 

Specifically explanations regarding the asset list and uncertainties 

regarding its claimants 

                                                      
1 In this statement PAK explained that it does not take the responsibility for the accuracy of data in AFS, but it 

presented data from two financial accounts to a single AFS. 
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Risk Lack of cooperation between Trepça Managers for the production 

and signing of the enterprise wide AFS puts their quality to risk 

since there is a risk of applying different accounting policies which 

result with non unified presentation. Insufficient information 

regarding AFS does not properly orient the users of financial 

statements. 

Recommendation 1 The Trepça Managers should ensure that unified AFS are drafted 

with comprehensive information according to legal requirements 

and ISFR whilst PAK board should follow-up its cooperation.   

2.2 Quality and Accuracy of Information Presented in the 

Annual Financial Statements 

Overall Conclusion 

Main shortcomings were noticed in presentation of assets by both divisions and some 

inaccurate postings of transactions.   

2. Issue - Shortcomings in quality of information-Priority-Significant 

Finding The assets value is incorrect and incomplete. Trepça south 

presented the value of obtained assets after 2005. Whereas Trepça 

north presented the value of the assets of 2012 only. There was no 

exact list of Trepça assets and their financial value and their 

ownership documentation was not presented either;  

 AFS do not contain the required information regarding the 

enterprise administration and reorganisation phase, 

explanations on the list of its assets and uncertainties 

regarding claimers are missing;      

 No disclosure was made regarding the Enterprise’s 

minerals reserves according to the international principles 

on reporting of mine companies.  

 Trepça north had not paid the taxes and contributions for 

its employees during 2012 at all. There are also tax issues 

unsolved with TAK and this may effect on the AFS; 

 Trepca Managers should secure quality AFS, sufficient 

information in explanatory notes of financial statements. 
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Risk These issues have material impact and as such had an impact im 

opinion 

Recommendation 2 Trepca Managers should ensure quality AFS, sufficient information 

and explanation within explanatory notes of financial statements. 

2.3 Audit Opinion  

 

In our opinion financial statements present a true and fair view in all material aspect with 

exception of following issues which have an impact on the opinion: 

 The value of assets is not accurate and complete, we did not have physical access to 

facilities of Trepca north and we could not perform all necessary audit procedures 

and tests and physical examinations of accounts on assets and stocks of Trepca North. 

 We are reserved for opening balance carried forward on 1st of January 2012 (despite 

or addition tests) furthermore AFS do not contain comparative data of previous year  

 The value of € 779,295 was not presented in AFS for taxes and contributions for 

Trepca north for 2012 and other disputes were not disclosed with obligations which 

have material value. 

Besides this, we emphasize issues as follows: 

 AFS does not contain adequate information on contingent liabilities, explanations 

regarding reorganization phase of the Enterprise are missing and there are 

uncertainties regarding its claimants; and 

 No disclosures were made for reserves of mine and minerals of the enterprise, in line 

with international principles on reporting of mining companies.  

 (ISSAI 400 Unqualified of Opinion with an Emphasis of Matter) 
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3 Prior Year Recommendations 

Overall Conclusion 

Last year, OAG did not carry out the audit of Trepça financial statements, therefore there 

were no recommendations given. The previous year’s audit objective was 

implementation of 2010 recommendations.  

4 Financial Management and Control 

4.1 Introduction  

Our audit approach is focused on understanding and evaluating the actions taken by 

management to secure effective financial management and control.  For individual 

financial systems we seek to identify the level at which actual controls operate.  

We consider whether controls are well designed, and operate effectively.  PAK as the 

administrator of Trepça, did not manage to monitor and control the whole enterprise.  

4.2  Budget Planning and Execution 

Overall Conclusion  

The budget planning was inadequate. This was noticed in the annual plan of Trepça 

south and procurement area of Trepça north.   

Description  

We have considered the source of budgetary funds, spending of funds by economic 

categories. Financial statements were separately produced by Trepça north and south.  

Budget planning in Trepça south was inadequate. The planning did not contain 

expenditures codes; therefore we were not able to evaluate the performance separately 

for every expenditure made. Due to this, we have compared only the total of planed 

revenues and expenditures.  Execution of planned revenues was up to 72% whereas the 

incurred expenditures were around 80% excluding the investments planed by CBK. 

Trepça officials could not explain the failure to implement the annual plan.  
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Trepça north showed a better execution of annual plan since the revenues plan was 

exceeded for 2%, whereas the budget planed for expenditures was executed 99%, with 

the exception of procurement planning which will be elaborated within this report.  

Besides poor planning, we have noted weaknesses in registration and presentation of 

data in revenue statement of both parts.   

4.3 Reporting Requirement 

Overall Conclusion  

SOE Trepça adopted the requirements of Business Enterprises for financial reporting. 

Trepça north adhered to Administrators’ reporting requirements, Laws on Financial 

Reporting in Kosovo and reporting for tax purposes. Whereas in Trepça south there are 

significant shortcomings in this aspect and did not properly adopt the abovementioned 

requirements.    

A specific reporting requirement derives from the Agreement for monitoring and control 

of CBK funds, signed between Trepça and MED. This applies only for Trepça south 

because Trepça north did not sign it and has not received funds from CBK.     

Description  

In 2012 Trepça north: 

 Prepared and submitted regular quarterly reports to PAK; 

 Prepared and submitted the annual report to PAK;  

 Prepared and submitted quarterly reports to MED concerning the CBK funds; 

 Prepared and submitted annual financial statements to PAK and FRBK; 

 Prepared other reports as requested by PAK concerning the assets, procurement; 

and 

 Prepared and submitted initial and final procurement plans to PPRC.  
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3. Issue - Deviations in reporting – Priority – Significant  

Finding During 2012 Trepca North deviated in terms of reporting for the 

following issues: 

 Failed to prepare regular reports for PAK; 

 Failed to prepare and submit the annual report to PAK; 

 Failed to prepare and submit to PAK the report over 

equipments and procurement;  

In relation to these shortcomings, Trepça north officials said that 

PAK requirements were not clear to them and that PAK had not 

made any remark to them regarding these shortcomings.  

Risk Lack of regular reporting has an impact on failure to accurately 

inform the Administrator and risks taking proper and timely 

decisions for the enterprise.  

Recommendation 3 SOE Trepça managers should prepare and submit financial reports 

according to requirements adopted for business enterprises in 

compliance with ISFR.  

5 Administration of SOE Trepça   

Description 

As of year 2011, Trepça is resistered as Public enterprise under direct Administration of 

PAK. It’s status is not yet clearly defined and as an ewnterprise, it is still under the 

reorganisation phase. Responsible for full reorganisation of Trepca is PAK. Based on Law 

on Reorganisaton, key activities related to Trepça enteprise business shall be approved by 

PAK, Supreme Court, and Special Chamber for PAK related issues.  

There is no clear framework that would regulate the functioning of SOEs. In our country, 

no specific law is drafted yet for handling the status of Publicly Owned Enterprises. Laws 

and regulations applied by PAK are more concentrated on handling the method of 

transformation, alienation and privatisation of publicly owned enterprises rather than 

improving the management, reporting and performance quality.  
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4. Issue - Trepça administration – Priority – Significant 

Finding PAK has not ensured clear rules on the method of administration 

and settling its obligations set forth by Law on Reorganisation of 

Particular Enterprises and their Assets.  

There was no registry on Enterprise’s assets and possible liabilities 

prepared yet. According to PAK officials, drafting an asset register 

for the enterprise and obligations is in process. 

Law on Reorganisation foresees that all transactions after 1989 shall 

be cancelled if they were not regular or if they were carried out in 

contradiction with international rules. Therefore, PAK has not 

started yet to verify whether or not there are such cases of 

transactions (transfers) beyond 22 March 1989 until the 

announcement of Moratorium;  

There was no sufficient cooperation maintained and full access was 

not granted by the management of northern part to the 

Administrator; and 

PAK has not yet ensured proper cooperation between Trepça 

managers for a unique reporting and resolution of some disputable 

tax issues.   

Risk The shortcomings disclosed above result in uncertainty over the 

reorganisation and administration process in Trepça and have a 

negative impact in development of enterprises’ businesses in the 

future. 

Recommendation 4 PAK Board should ensure that: 

Rules on the method of administration are clear, proper 

cooperation between Trepça managers is in place, the authority 

throughout the enterprise is spread and proper reorganisation 

process of Trepça enterprise is made. 

Trepca Management secures that SOE Trepca is subject to a 

detailed tax inspection by TAK in order that all existing tax 

disputes are setlled  

The following we present financial management and control for Trepca south and 

Trepca north, Chapter 6 and 7 
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6 Trepça south  

Overall conclusion on Trepça south 

Management of Trepça south should improve management of some areas. There are 

uncertainties on budget planning process. Internal control system, financial reporting and 

the way of spending funds through procurement are not are not at the appropriate level.  

6.1 Revenues  

Overall Conclusion on Revenues 

Revenue management was associated with shortcomings from planning up to execution 

and their reporting. There was lack of control on achieving the targets set for planning 

and accounting registry. Weaknesses on their management were noted in some areas.  

Our work has indicated a number of issues that should be addressed as a priority.  

Description  

In 2012, Trepça south had planned to execute revenues in the amount of €21,940,127 

whereas the executed revenues were in the amount of €14,332,453 or 65%. Revenues of 

Trepça south are presented as follows:  

Revenues from products sale €12,759,508 

Revenues from services €75,053 

Revenues from rent €121,357 

Revenues from financing activities €226,047 

Other revenues €1,150,488 

TOTAL €14,332,452 

 

We have analysed the revenue process starting from planning, execution up to their 

registration and reporting.  The findings related to their managing are disclosed as 

follows:   
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Findings and recommendations  

 

5. Issue - Management of overall revenues  – Priority Significant  

Finding Main shortcomings of revenue management in Trepça south are as 

follows: 

 After Law on Reorganisation entered into force, Trepça was 

notified by PAK about failure to apply the regulations 

approved earlier. The rule on management of sales and 

revenues is not drafted yet, whereas Trepça continued 

applying the old regulation which is no longer applicable. 

Lack of valid regulations led to uncertainties regarding 

procedures applied during sales and revenues. The sales 

process was annulled by PAK several times. 

 Planning of revenues in Trepça is complex and should be 

improved, they were planned according to Divisions, 

Departments, Units and Sections. Revenues were not 

planned according to relevant category and financial codes 

were not set. In lack of controls, Trepça failed to follow the 

execution of revenue plan.  

 The Accounting software is not reliable enough. In two 

cases we found that errors corrections made by financial 

officers were not tracked.  One of these cases was noted in 

Customs Terminal and the other case was on revenues from 

rent.  

Risk Improper planning increases the risk of not achieving the objectives 

whilst uncertainties in process of revenues causes additional costs 

and delays in collection of revenues. The weaknesses in accounting 

software make the financial details unreliable.  

Recommendation 5 The manager of Trepça south should undertake adequate action 

with PAK to clarify the application of procedures for sale; revision 

of revenue planning process and obtain reliability on the software.  
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6.1.1  Revenues from sale and rent  

Description 

Revenues from products on 2012 were in the amount of €12,759,508. They were collected 

from sale of lead and zinc concentrate and from aluminium sulphate.  Regulation on sales 

was not approved by PAK board; therefore sales of 2012 were followed and approved by 

PAK board in compliance with Law on Reorganisation.  

Revenues from rent on 2012 were in the amount of €121,356. Trepça south owns a 

number of premises that rents out. We have tested some samples in the amount of 

€30,926, and the identified shortcomings are as follows:   

Finding and recommendations  

 

6. Issue - Contract awarded to ineligible bidder - Priority Other  

Finding Premise rent out in Trepça is made by announcement for tender 

invitation notice setting the criteria based on which the successful 

bidder is awarded. One of the criteria was that bidders shall not 

have debts to Trepça, in contrary they will be considered as 

ineligible. Despite this, we have noted two cases where Trepça had 

entered into contract with EOs which at the same time had 

outstanding liabilities to Trepça. This liability derived from the 

previous contract with Trepça – the rent payments were not paid in 

regular basis. These shortcomings indicate that Trepça did not 

adhere to criteria set in the tender invitation notice.  

Risk Failure to adhere to these criteria damages the Trepça budget and 

leads to the risks that OEs are favoured. Additionally. In addition, 

there is a risk of those operators will not pay the liabilities.  

Recommendation 6 Manager of Trepça south should create a competitive and 

transparent environment and set out basic criteria based on which 

the buffers will earn the right to rent out premises.  
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7. Issue - Rent contracts and collection of debts – Priority – Other 

Finding Trepça south does not have clear policies and procedures for 

collection of debts from rent. Moreover, there were shortcomings 

on compilation of contracts and did not include conditions for 

payment and possible penalties in case of delays of rent payments. 

As a consequence, we have identified some cases of delayed 

collection of rent payments to the detriment of Trepça budget. 

There were no actions taken regarding these delays.  

Risk Failure to draft policies and procedures for collection of debts and 

unclear conditions of contracts are to the detriment of the budget, 

thus risking that such debts will not be collected at all.  

Recommendation 7 Manager of Trepça south should ensure that policies for collection 

of debts are drafted, and to influence on improvement of 

compilation of contracts including conditions for penalties in cases 

of failure to pay.  

8. Issue - Inaccurate presentation of revenues from rent – Priority – Other 

Finding When testing the samples we have noted that some registrations 

are inaccurate and they do neither present the current balance of 

revenues from rent nor the business outcome of the enterprise. On 

our testing we have noted the following:  

 In three cases invoicing was not in time or for each month 

according to terms of contract; 

 Payment of rent in amount of €4,686 received as an advance 

payment was not properly recognized on the period of 

time, as a consequence recognition of revenues was 

improper.  

Risk Lack of proper and timely registrations increases the risk of 

improper presentation of financial details. 

Recommendation 8 Management of Trepça south should ensure that registration and 

invoicing is proper, in time and also in compliance with IAS. 
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6.1.2 Revenues from customs terminal 

Description  

Trepça south generates revenues from services of customs terminal and other services. 

On 2012 revenues were in the amount of €75,052. We have tested few samples from these 

two types of revenues in the amount of €2,258. 

Findings and recommendation 

 

9. Issue - Non-reconciliation between Departments – Priority – Other 

Finding  Security division is responsible for registration of vehicles entering 

and leaving the Customs Terminal. Whereas the employees of 

Customs Terminal should prepare reports on payments. These 

reports are to be submitted to Department of Finances. We have 

noted that there was no reconciliation between departments, this 

occurred as a result of poor management of these departments.  

Risk Non-reconciliation between departments increases the risk for 

misuse of revenues.  

Recommendation 9 Manager of Trepça south should ensure sufficient controls and 

reconciliation between departments on monthly basis.  

6.1.3 Other revenues    

Description  

Revenues collected from this category were in the amount of €1,153,984. We have tested 

two samples of EMICO waste sale in the amount of €52,674 and one sample from sale of 

scrap waste in the amount of €16,886.  
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Findings and recommendations 

 

10. Issue - Improper accounting recordings and inaccurate financial statement – 

Priority – Other 

Finding During the course of testing we have noted two cases where the 

transactions were presented inaccurately and not timely.  

 Based on contract for sale of iron metal scrap between 

Trepça and CI-KOS-CRO GMBH L.L.C-SH.P.K, payment 

for the amount of scrap (iron metals) was made with 

advance. Registration of the advance payment in the 

amount of €21,000 was not carried out properly. This 

payment was recorded in the account of requests.  

 A similar case was noted on sale of EIMCO waste. Trepça 

has a contract with GEOKOS P.B.E for sale of waste. This 

company has made an advance payment in the amount of 

€130,000. This payment was incorrectly recorded in 

payment account.  

Risk These recordings are incorrect and increase the risk that the current 

balance of items on the account balance for time periods.  

Recommendation 10 Manager of Trepça south should ensure that transactions are 

registered in accounting timely and accurately.  

  



 

OFFICE OF THE AUDITOR GENERAL 

 

22 

6.2 Expenditures  

Overall conclusion on expenditures 

In some cases management of procurement process was not carried out in accordance 

with LPP. There are irregularities on the process of tender evaluations, execution of 

payments according to contracts, and supply with goods without contracts. This indicates 

that controls over procurement process are not properly functional.    

6.2.1  Procurement 

Description  

Public contracts executed during 2012 by Trepça south are in the amount of €7,314,853; 
whereas the final procurement plan was in the amount of €15,387,950. Execution of 
procurement plan was around 47% less as a consequence of improper planning. We have 
tested six samples.  

 Supply with spheres and rods for grinding minerals, in the amount of €504,320;  

 Supply with spare parts for ST 2D, in the amount of €158,884; 

 Mineral transport services, in the amount of €271,728; 

 Supply with spare parts for pumps, cooling machines and valves, €97,275; 

 Supply with tyres of subterranean mine machines, in the amount of €52,502; 

 Supply with spare parts and service of compressor, in the mount of €8,750. 

Our examination included procurement procedures, selection of eligible EO and 

execution of payments according to contract.   
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Findings and recommendations 

 

11. Issue - Inappropriate planning of procurement activities  – Priority – Significant   

Finding On contract for “Mineral transport services” in the amount of 

€271,728, the procurement plan was not included at all.   

Risk Failure to include the procurement plan increases of having the 

financing available.   

Recommendation 11 Manager of Trepça south should ensure that there is appropriate 

planning of procurement activities is put in place. 

12. Issue - Avoidance of LPP procedure requirements – Priority – Significant 

Finding In contract “Supply with spheres and rods for grinding minerals” 

there was no performance security as required by the LPP. 

Procedures for these contracts were developed in three phases. On 

the first mini-tender the required performance security was in the 

amount of €58,960. On second mini-tender, the performance 

security was in the amount of €153,395 whereas on the third one 

was €267,921. The contract was made in absence of performance 

security although this was a requirement of tender dossier. On 

third mini-tender the EO had delivered the goods with the delay of 

68 days. As a consequence of this delay, the production was 

terminated for 5 days in Tuneli i Pare Flotation.  

Risk Trepça applied penalties on the delivery delays but the damages 

caused by the interruption of production were not compensated 

due to lack of performance security and increases the risk that the 

applications are not complete by the economic operator which 

results in additional cost for Trepca.  

Recommendation 12 Manager of Trepça south should ensure that all LPP requirements 

including the performance security in procurement procedures are 

considered.    
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13. Issue - Improper qualification of EO’s in evaluation report – Priority – Significant 

Finding On the procedure of EO selection which would be a part of contract 

“Supply with spheres and rods for grinding minerals”, we have 

concluded that the tender evaluation committee had qualified the 

EO as eligible. This EO had not met the criteria set on the tender 

dossier. One of the EO’s was eliminated as ineligible with the 

justification that there was no catalogue of goods description as 

required by the tender dossier, however we have noted that these 

documents existed in of OE’s bid.  

In case “Supply with spare parts for pumps, fleet machines and 

valves” one of the criteria for evaluation of eligibility of competing 

bids in the tender dossier, was to provide the quality certificates of 

offered goods. We have concluded that the EO awarded with 

contract had provided an expired quality certificate. On the tender 

evaluation the quality certificate criteria was not applied at all.  

Risk Deviating from criteria set on the tender dossier during the tender 

evaluation process, leads to selection of inappropriate operator and 

to the risks the failure of the whole contracting process.  

Recommendation 13 Manager of Trepça south should influence that tender evaluation is 

in full compliance with all criteria set forth in the tender dossier.   



 

OFFICE OF THE AUDITOR GENERAL  

 

25 

14. Issue - Supply with goods with no specification included – Priority – Significant 

Finding Due to technical obligations in Framework contract” Supply with 

spare parts for ST 2D”, Trepça has applied negotiated procurement 

procedures without publishing the contract. Within this contract, 

the supply in the amount of €158,884 was executed in 2012; 51 

types of items were contracted. We have tested 10 items in the 

amount of €90,878 and we have concluded that 4 of these items in 

the amount of €60,796 were not included in framework contract.  

This had occurred due to lack of proper planning based on current 

needs. According to Trepça officials, this had happened because 

there is a wide range of products owned by the EO and it is 

impossible to include them all in the framework contract.  

Risk Supply with non contracted goods increases the risk not to achieve 

value for money and that quality of supplies is not in the 

satisfactorily level.  

Recommendation 14 Manager of Trepça south should ensure that accurate planning 

based on current needs is made. Supply with goods should initially 

be subject to procurement procedure and contracted. 

15. Issue - Irregularities on registration and execution of payments – Priority – Other 

Finding According to the Contract general conditions “Supply with spheres 

and rods for grinding minerals” CA shall pay for the received 

goods not later than 30 days upon the request for payment. In 

second mini-tender, EO was paid 60 days later than the set date.  

In three cases payment records on the main log-book did not match 

with invoice number. Payments recorded on the general ledger 

should contain the respective invoice the payment is made for, in 

order that payments are executed in accordance with contract 

terms.   

Risk Delayed execution of payments may lead to penalties from the 

EO’s, and lack of information over invoice payments increases the 

risk of double payments or extended delay.  

Recommendation 15 Manager of Trepça south should influence on increasing controls 

over registration and execution of payments, so that the payments 

are timely executed and that payment records correspond with 

respective invoice.        
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16. Issue - Lack of commitment of funds – Priority – Other 

Finding On four tested samples we have noted that commitment of funds 

for respective procurements is not made in compliance with Law 

on Public Procurement 04/L-042. Declaration of Needs and 

Assessment of Fund Availability was not filled out in time, and in 

some cases the foreseen value for payment execution was not 

specified.  

Risk Application of such form for commitment of funds cannot provide 

assurance for CFO that the financial appropriation is sufficient, and 

leads to the risk that financial obligations for respective 

procurement are not fulfilled.  

Recommendation 16 Manager of Trepça south should ensure that all LPP requirements 

are adhered to during the procurement procedures.    

6.2.2  Other expenditures 

Description  

During 2012, Trepça south has incurred general and administrative expenditures in the 

amount of €7,161,969. This included expenditures for systematic medical checkups of 

employees, telephone and internet expenditures, employees transport expenditures, 

expenditures for mineral transportation, expenditures for supply with food, and 

expenditures for fuel. Our examination included these categories in the total amount of 

€78,283. We assessed whether the payments were made in compliance with the contract 

and properly registered.     

Findings and recommendations  

 

17. Issue - Lack of procedures for use of telephones and failure to apply accounting 

accrual policy - Priority - Other 

Finding  Management of telephone expenditures was not clear; there are no 

internal procedures for expenditures on use of mobile telephones.  

Internet expenditures were not recognised in compliance with 

accounting accrual policy, although they had incurred, Trepça did 

not recognize these expenditures for two months.  
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Risk In lack of internal regulation for management of telephone 

expenditures increases the risk of their inefficient use. Whereas 

failure to timely recognise these expenditures leads to an untrue 

financial overview.   

Recommendation 17 Manager of Trepça south should draft a regulation on management 

of expenditures on use of mobile telephones and present the 

expenditures and liabilities in compliance with accrual principle.  

6.2.3 Remunerations (Wages and Salaries)  

Description  

The expenditures for wages and salaries for 2012 were in the amount of €2,138,310 for 

administration employees and €6,723,642 salaries of employees of production unit.   

In all units of Trepça  south, there are 1,513 employees of different categories in total. We 

have carried out analytical procedures and substantial testing of six personnel files.  

6.2.4 Early retirements  

Description  

For the purpose of ensuring a more favourable social welfare to the employees of Trepça 

Compound and of other subterranean digging mines, the Ministry of Labour and Social 

Welfare (MLSW) issued an AI no.10/2007 defining the criteria for early retirement. The 

monthly remuneration for early retirements is €50 and is financed by the KB.  

Based on Decision taken by SOE Trepça upon recommendation of MLSW and KTA this 

remuneration was increased from €50 to €80. The difference of €30 would be paid by 

Trepça through its own source revenues.  

The total of expenditures on early retirement in 2010 was €2,885,070, where €419,970 were 

paid from the own source revenues, whilst the other part of €2,465,100 from the Kosovo 

Budget and they are not reported by Trepça. In December, the number of Trepça’s early 

pensioners was 2874, out of which 1147 benefit the additional €30 from own source 

revenues. In this category, we have conducted analytical procedures and tested 3 samples 

of early retiring personnel.  
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6.2.5 Stipends  

Description  

The stipendiaries are former employees of Trepça waiting to be hired as soon as the 

Enterprise is about to hire new employees. The stipendiaries benefit a monthly allowance 

of €30 from own source revenues and 20€ from Kosovo Budget (KB). The expenditures on 

stipends in 2012 were  €136,250, where €82,013 were paid from the own source revenues, 

and €54,460 from the KB. On December 2012 Trepça had 199 stipendiaries.  

  

18. Issue - Lack of regulation on stipend management – Priority – Other   

Finding Based on interviews with Trepça officials, stipends are executed 

based on Government decision issued in 2005. Trepça was not in 

possession of this decision and there was no regulation defining 

the criteria and conditions for selection of beneficiaries.  

On 2012 we have concluded that there was an increase of monthly 

payment for stipends from €30 to €50 per month. Trepça was not in 

possession of a relevant decision for this increase of payment. 

Therefore, such increase had no legal basis.  

Out of three examined samples from list of stipends, there was an 

irregularity on the following case. 

For the purpose of renewing the manpower in Stantërg Flotation 

Mine, Trepça had published an announcement with the offer that 

employees may get early retirement in exchange for employment 

of one family member in the organisational unit where the 

employee worked. One employee of Trepça who was hired on 2004 

in Centre of Labour Medicine had applied for this announcement 

and had ended his work on 2012, in exchange he had granted the 

status of stipendiary and one of his family members was employed 

as a security. Granting the stipendiary status in this way is 

irregular due to following reasons: first, the announcement for 

early retirement was only for those working on Stantërg Flotation 

Mine; and secondly, this employee did not fulfil the conditions for 

early retirement and eligibility for stipend.    
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Risk Due to lack of respective regulation, there is a risk of granting 

stipends without any criteria in place, whereas increase of monthly 

allowance without any prior decision is unlawful. Granting 

stipends without criteria may results in non legitimate beneficiaries 

and irregular payments are made.  

Recommendation 18 Manager of Trepça south should apply increased controls on 

stipends. Their payment should be on legal basis and list of 

stipendiaries should undergo a detailed control and ensure that the 

beneficiaries are legitimate.    

6.2.6 Subsidies and Transfers   

Description  

In 2012 Budget, the Government of Kosova had allocated €4,116,498 for Trepça south. Out 

of which €2,186,498 were subsidies for payments and stipends and €1,930,000 for capital 

investments. The Assembly of Kosovo approves these funds whilst MED monitors their 

spending.   

Findings and recommendations 

 

19. Issue - Failure to adhere to the Agreement for subsidies – Priority - other  

Finding Reports obtained from Trepça concerning spending the funds of 

KB were not signed by persons responsible, procurement director 

and Trepça Manager.  

MED, as the supervisory body, has not raised this issue at all. 

Failure to sign reports according to the Agreement on granting of 

subsidies and increases the risk on reports validity and reliability. 

Recommendation 19 Manager of Trepça south should review the existing controls on 

subsidies, and undertake additional measures to secure adequate 

and qualitative reporting.  

  



 

OFFICE OF THE AUDITOR GENERAL 

 

30 

6.3 Assets 

Trepça south had not yet managed to compile a full and accurate registry of its assets. 

Only the assets obtained after year 2004 were presented in the balance. Ownership 

documents of existing assets of Trepça, as a whole, are in Zveçan, whereas Trepça south 

has no access on these records. Trepça has tried to physically record its assets but they are 

incomplete and are not evaluated.  

This risk of assets management was not disclosed in Trepça financial statements as 

according to financial reporting requirements.     

6.3.1 Capital and non capital assets   

Description  

Assets management is an important part of financial management and control in the 

enterprise. The value of fixed assets in the balance sheet is €8,428,199. Assets are held 

according to the historical cost minus the depreciation. 

Findings and recommendations 

 

20. Issue - Incomplete asset register - Priority Significant  

Finding Trepça’s assets registry is not complete. Only assets obtained or 

invested after 2004 were presented in this register. When it comes 

to the existing assets, Trepça does not have any records or 

ownership documentation. All documentation is in Zveçan and 

currently the southern part management does not have access.  

Risk Incomplete and inaccurate assets registers result in unfair and 

untrue view on financial statements. Lack of ownership 

documentation and of physical register risks the retaining and 

control over assets, which may generate various disputes.  

Recommendation 20 The Manager of Trepça South should request retaining of 

ownership documentation and ensure recording of all its assets. 

Afterwards, he should ensure that the real value or revaluation of 

assets is provided and putting a mechanism in place for 

maintaining a periodical evaluation of assets value. 
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21. Issue - Assets depreciation - Priority Other 

Finding Categorisation of assets for depreciation purposes was not correct. 

Vehicles that entirely had a historical cost of €1,100,841 were 

depreciated at the rate of 10% per year. This rate is not adequate as 

vehicles are classified in category 2 with depreciation rate of 20%. 

Their current value was €586,902. Furthermore, Trepça has not 

provided any explanations regarding the useful life or the way of 

handling. 

Risk This way of depreciation results in overvaluation of assets and 

reduction of depreciation costs. It also increases a risk for the 

company to be exposed to tax disputes. 

Recommendation 21 Manager of Trepça South should ensure that assets categorisation 

and depreciation rates applied are reviewed, as well as information 

on the manner of management and their handling are given. 

6.3.2 Stocks and material 

Description  

The value of stocks and material presented in the statements was in the amount of 

€1,610,544, which shows the value of cost or net value. Trepça has four main warehouses 

and some auxiliary warehouses. The information concerning their exact number is 

missing. 

 

22. Issue - Management of stocks and warehouses - Priority Significant  

Finding Trepça had not developed any policies or a manual concerning the 

stocks management. Due to this, there was no consistent 

management of stocks in the warehouses of Trepça. Their state is 

not properly followed throughout the year. Rather they are more 

based on the end of the year counting. Control of central 

warehouses form the central directorate was poor. They were 

visited by the Control Department  within Trepça, which had come 

across shortcomings in the management and maintenance of 

warehouses and the stocks therein. 
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Risk Such management increases a risk for damage, loss or improper 

use of the material, there is also a risk of over-purchase or lack of it. 

Recommendation 22 The manager of Trepça South should ensure drafting of a manual 

or policies relating to warehouses management and the material in 

general. Clear rules about the responsibilities and obligations of 

officials assigned should be defined.  

23. Issue - List of stocks contained no financial value - Priority – other 

Finding A considerable part of material in the stocks registers did not have 

a financial value, it had zero value, or it is presented as unusable 

material. Therefore, the value presented in the financial statements 

indicates that it is not correct. 

Risk Due to lack of financial value on the material, increases the risk for 

unfair presentation of stocks, financial reporting except physical 

counting should contain financial value for stocks. 

Recommendation 23 The manager of Trepça South should ensure accurate and complete 

registers of stocks. 

6.3.3 Cash and its equivalents   

Description  

Money in the bank at the end of the year was €7,022,312. Trepça main sales are made in 

foreign currencies (American Dollar $). Monetary assets in foreign currency are 

exchanged to Euros at the exchange market based on the current exchange rate.  

In relation to this phenomenon, proper explanations were not given or any risks upon 

their exchange were not foreseen. 
 

24. Issue - Losses from currency exchange - Priority Significant  

Finding In 2012, Trepça had suffered losses from currency exchange in the 

value of €236,131. Only in two exchange cases made within one 

week were lost €225,864. Commercial Bank sends Trepça at all 

times the exchange rate but in this case, the bank had not sent in 

advance the official exchange rate. We did not find any reason of 

why such a high value of funds was exchanged at the time when 

the exchange rate was negative. Trepça had not issued any rules 

regarding the way and the time of money exchange. Therefore, we 

were not satisfied with the explanations received from the 

management. 
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Risk Making sales in foreign currency carries an inherent risk in itself. 

Failure to properly assess this risk may cause losses for the 

enterprise.  

Recommendation 24 The Manager of Trepça South should draft policies concerning the 

manner and the time of exchange, by taking into account the risk, 

so that exchange losses are avoided. 

6.3.4 Handling of receivables 

Description  

Accounts Receivable (AR) presented in the balance sheet were €2,100,076. Accounts 

Receivable this year, compared to those from last year were lower by €1,715,000. This is a 

progress made by the enterprise. However, we have tested seven customer samples that 

amounted to €617,195, which resulted in the weaknesses presented as follows. 

 

25. Issue - Poor management of AR – Priority Other 

Finding Trepça did not have policies on management of accounts receivable 

and had not produced a report on their age. For six out of seven 

samples tested no payments were carried out in 2012. Furthermore, 

the client “MDIL Co, UK” owed a debt to Trepça in the value of 

€511,449 as of 2006 and no action was taken concerning this yet. 

Risk Due to lack of policies on handling of debts, the enterprise is 

exposed to disputes, debt aging, and increases the risk for loss of 

debts. 

Recommendation 25 The Manager of Trepça South should ensure drafting of policies 

and regulations on handling and management of AR, produce 

regular reports on their age, and take appropriate actions to collect 

them. 
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6.4 Handling of liabilities  

Description  

Compared to previous years, Trepça North has shown progress concerning the debts. 

This year the debts were reduced by €852,000, whilst at the end of 2012 they were 

€3,193,810. Notwithstanding this, we still found weaknesses that relate to their 

management.  

 

26. Issue - Poor management of Accounts Payable -  Priority Other  

Finding Trepça owes the largest part of these debts to KEK or 

approximately €2,946,158. In this regard, there is a Debt Settlement 

Agreement which is being honoured by Trepça. The remaining part 

of the debt is not being handled well. The value of €118,028 is owed 

to the company “MDIL Co, UK” as of 2006, at the same time this 

company owes a debt to Trepça in the value we mentioned in the 

AR. Another debt in the value of €22,598 is owed to the company 

“Messer Bleona” as of 2008, for which a reviewing committee was 

established, since this company also owed debts to Trepça, even 

though no actions were taken regarding the handling of these 

debts.   

Risk Due to delays in executing payments, and poor controls, the 

enterprise may be subject to penalties and debt problems and has 

an impact in planning of expenditures in the future. 

Recommendation 26 The Manager of Trepça South should ensure controls over 

execution of payments, review all the debts and discharge its 

obligations and apply a strategy of payment for all important 

debts.  
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6.5 Internal Audit System 

Conclusion 

The office of the IA had not managed to sufficiently assist the management in identifying 

and addressing shortcomings in certain areas of the organisation. IA was lacking proper 

and sufficient training that relates to audit area. 

Description 

The Internal audit system is a key part of internal control and due to its importance we 

present it here separately. We consider the scope of internal audit work and review 

actions taken by management, as a result of the work carried out by the internal audit.  

The Office of Internal Audit in Trepça has one auditor who reports to executive 

management and does not have a supervisory body. The office of IA within Trepça has 

prepared an annual plan for 2012 where seven audit activities were planned in different 

units of Trepça, which were carried out during the year. 

We have analysed internal audit reports and noticed that reports were not of sufficient 

quality. 

27. Issue - IA reports were not of sufficient quality - Priority Significant  

Finding In the internal audit reports, findings were not presented well, 

conclusions were not clear and recommendations were not relevant 

on how the responsible management is to improve managing and 

functioning of internal controls.   

Risk Identifying eventual errors and irregularities were not highlighted 

to the Management which results in ongoing inefficiency and 

financial loss.  

Recommendation 27 The Manager of Trepça south should ensure that the IA office is 

functioning properly, and provides proper professional training 

with a designed programme which provides sufficient assurance to 

the management for important issues regarding revenues, 

expenditures and assets. 
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7  Trepça north 

Conclusion on Trepça north 

Trepça north functions in an environment that is not suitable to conduct business. 

Spending of funds and contracting of works was done to a great extent with companies 

that were ineligible and with suspicious business activities. Financial documentation and 

other records on Trepça North are prepared only in Serbian and not in Albanian at all. 

7.1 Revenues 

Overall conclusion on revenues 

Trepça North needs to increase the quality of management in the area of revenues. 

Internal regulations that relate to sale and revenue management are not drafted yet. 

Weaknesses were also noticed in implementing accrual accounting principle, revenues 

were not planned properly, and in some cases, they were not presented fairly and timely. 

Our audit has revealed a number of issues that should be addressed as priorities. 

Description 

Trepça north for 2012 had planned revenues from sales of products in the value of 

€11,299,705, while sales made were in the value of €10,363,790 or 91%. Other revenues 

that were not planned were in the value of €154,416. According to the accrual accounting 

principle revenues are recognized at the time when they occur. 

Revenues from product sales €10,363,790 

Revenues from services  €11,076 

Revenues from rent €62,217 

Other revenues €81,123 

TOTAL €10,518,206  

Besides these, Trepça North has recognised the value of €544,678 as revenues from 

increased value of stocks. We have analysed the revenue process starting from planning, 

collection up to the recording and reporting. We have disclosed the findings concerning 

their management as follows.  
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7.1.1 Revenues from sale and rent 

Description 

Revenues collected by Trepça North during 2012 from sales of products were in the 

amount of €10,363,790. The value of €9,990,181 is from sales of lead concentrate, and the 

value of €334,092 from sales of zinc concentrate, whereas the value of €39,517 is from 

sales of lead products. We have analysed the sales process and tested a sample in the 

value of €675,509. 

Rent revenues collected by Trepça North were in the value of €62,217. We have tested 

three samples in the total value of €3,838. We have analysed the overall revenue process, 

and the identified shortcomings are presented in the following: 

 

28. Issue - Managing production sale with unapproved regulation – Priority Significant    

Finding For each production sale, Trepça needs to obtain an approval from 

the PAK. Trepça North has an internal regulation on sale, which 

was not approved by the Board of PAK. This regulation is not 

reconciled with requirements of Law on Reorganisation, therefore 

there are still uncertainties relating to the process of sales and 

revenues. 

Risk Failure to approve regulations increases the risk for sales not to be 

done as planned and in accordance with applicable laws.  

Recommendation 28 The manager of Trepça North should to take adequate actions with 

the PAK, in order to establish a regulatory framework for 

production sale. 

29. Issue - Transactions in accounting are recorded with delay - Priority Other 

Finding There are delays in recording transactions in accounting, which 

were noticed in revenues from production sales. Due to this, 

payment of liabilities or collections of accounts receivable are not 

done at the time of the occurrence but only at the end of the year.  

The reconciliation of account is not done on daily basis, instead it is 

done twice a month for all transactions. In this manner, payments 

are not posted timely in the General Ledger. 

Risk Such accounting recordings result in unfair presentation of certain 

transactions at the time specified, and failure to make regular 
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reconciliations increases the risk of following the transactions that 

have taken place. 

Recommendation 29 The Manager of Trepça North should ensure that reconciliations, 

and recordings are made, and accurate and timely financial reports 

are produced. 

30. Issue - Shortcomings in rent contracts and poor management -  Priority Significant  

Finding Trepça North does not have a list of all its facilities that it rents. 

Preparation of rent contracts was deficient. It did not include  

potential penalties in case of payment delays. There were no 

procedures for collection of funds either. 

Trepça clients “Dynamic Trade” and “JKPS Zveçan” have not 

carried out any rent payments for 2012. No actions were taken by 

Trepça regarding these cases. The Officials’ justification was that 

Trepça had obligations towards these operators, and that 

reconciliations of debts would be done, but by the end of the year 

this reconciliations were not done. In addition, there were irregular 

rent invoices, where client OSCE was not invoiced at all for two 

months, then was invoiced for three months in the value of €9,480. 

Risk Failure to collect funds on time may lead to aging of debts and 

increases the risk for non collection. In addition, failure to invoice 

on monthly basis increases the risk for presentation to be done 

incorrectly and not on time. 

Recommendation 30 The Manager of Trepça North should draft policies for collection of 

debts, and ensure that rent contracts contain all the necessary 

elements. 
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31. Issue - Failure to follow tax laws - Priority Significant  

Finding Trepça North has not adhered to Laws on Corporate Income Tax, 

by not including the rent tax and VAT in the issued invoices. As 

such, they are not presented in the financial books as tax and VAT 

liabilities.  

Risk Lack of controls and evading tax payments may lead the enterprise 

to be subject to financial penalties. 

Recommendation 31 The Manager of Trepça North should ensure that financial and tax 

regulations are implemented, so that the enterprise is not subject to 

tax penalties and other disputes.  

7.2 Expenditures 

Overall conclusion on expenditures 

Trepça North had difficulties in the process of spending its budget and did not manage to 

carry out activities in accordance with legal requirements. Competitive market was 

missing and its operating conditions were quite unfavourable. 

The management of procurement process was not done in compliance with LPP rules to a 

great extent. In some cases, procurement documents were not in the standard form and 

there were many irregularities in the tender evaluation process.  

A serious phenomenon was entering into contracts with illegal and ineligible companies 

that do not operate in accordance with the law, do not declare and do not pay taxes to the 

state. It shows that the controls over spending and procurement system not functioning 

properly. 

7.2.1 Procurement  

Description 

Projects planned for 2012 by Trepça North were in the amount of €47,345,300, while 

€5,572,385 were spent. Implementation of the procurement plan was excessively low at 

the rate of 11.7%, which was as a result of unreal planning. The annual procurement plan 

included investments that would rather fit in a strategic plan.     

We have tested four samples, two with high value, and two with low value: 
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 Supply with petroleum and petroleum products in the amount of €526,007; 

 Supply with wooden material in the value of €174,182; 

 Ventilation tube in the value of €9,907; and 

 Drilling equipment in the value of €8,908. 

The first two contracts were of larger value and were concluded through procurement’s 

open procedure. Whereas, the other two contracts were with smaller value and were 

concluded with price quotation procedures. During the implementation of these 

contracts, we noticed serious irregularities. In the following, we will present our audit 

findings. 

Findings and recommendations  

 

32. Issue - Findings in the large value contracts concluded through open procurement 

procedures – Priority Significant   

Finding When it comes to large value contracts, the findings are the 

following: relevant notices concerning these two contracts were not 

submitted to the PPRC. According to Trepça officials, such notices 

were published on their official website. We were not able to 

determine whether such notices were published. These notices 

have to be published on the PPRC web page. Trepça started to 

make such publications on the PPRC Trepça since 2013.   

The Tender Evaluation Committee had not signed declarations 

under oath for these contracts. The standard form of evaluation 

report was not signed by the Procurement’s Responsible Officer. It  

was signed only by the evaluation committee and one procurement 

officer. 

The eliminated candidates have not been notified in written 

following the tender evaluation process, according to the LPP 

requirements. Such notice should be done immediately and in 

writing, so that to the EO is given the reason for being eliminated 

from the race. 
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In the Tender Dossier of the contract, “Supply with petroleum and 

petroleum products” Trepça north had not requested VAT 

certificate and performance security.  

Failure to adhere to procurement procedures results in an 

unsuitable, uncompetitive, and non-transparent environment for 

the potential EOs. 

Risk Lack of the performance security increases the risk that the CA 

would make uncompensated expenditures for closing the contract 

in question had the EO violated the Contract. Failure to sign the 

Declaration under oath increases the risk that the Committee 

members would not be sufficiently informed on the evaluation 

responsibility. 

Failure to implement all the criteria set out in the tender dossier 

and setting of minimal criteria increases the risk of selecting 

ineligible EOs thus leading to other consequences. 

Recommendation 32 The manager of Trepça North should ensure that purchases 

through procurement are done in accordance with the LPP, so that 

spending of funds is in accordance with the law and that value for 

money is achieved. 

33. Issue - Qualification of ineligible economic operators – Priority Important  

Finding In both procurement cases developed under the open procedure, 

the economic operators, including the winning EO, were qualified 

as eligible regardless of having not met the essential criteria set in 

the Tender Dossier. There were cases when five required 

documents were missing. According to the LPP, only the bid 

meeting all the criteria set forth in the Contract Notice and Tender 

Dossier shall be qualified as eligible.  

Risk This way of evaluating tenders, by ignoring the criteria set in the 

Tender Dossier, does not lead to the selection of the most eligible 

EO as well as to the failure of the entire contracting process.  

Recommendation 33 The Management of Trepça North should ensure that in having the 

tender evaluation fully in compliance with the criteria set forth in 

the Contract Notice and Tender Dossier.     
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34. Issue - Entering into contracts with ineligible companies, which are passive in tax 

declaration - Priority Significant  

Finding In three out of four samples tested, we have ascertained that Trepça 

has entered into contracts with EOs who by the TAK were declared 

delinquent and passive in declaring and paying taxes. In the 

contract “Supply with wooden material” the winning EO was 

qualified as eligible even though it did not submit the Tax 

Clearance Certificate issued by the TAK. In the contract 

“Ventilation tube”, Trepça had not requested to verify whether the 

EOs were late in paying taxes.   

In the contract, “Supply with petroleum and petroleum products” 

Tax Clearance Certificate issued by TAK was one of the eligibility 

criteria required in the tender dossier in order to prove that the EO 

was not late in paying taxes. The winning EO had provided a 

certificate that he had paid all tax obligations and that he is not 

listed as a debtor in the TAK as of 30.06.2011. Our confirmations 

from third parties (TAK) show that the EO had not submitted tax 

declarations as of 2008 and that he has outstanding debts in the 

value of €7,171. Therefore, the certificate submitted by the EO 

claiming that he owes no debts to TAK is not valid and we 

question the way that certificate was secured and submitted.  

Trepça has not verified the information submitted by the EO 

relating to tax issue. This information can be found easily on the 

TAK website. 

Risk Entering into contracts with EOs who are declared delinquent and 

passive, as well as failure to reconcile TAK’s data and those of EOs 

concerning the tax certificates, increases the risk that the quality of 

goods provided. 

Recommendation 34 The Manager of Trepça North should pay extra attention when 

determining the eligibility criteria in the Tender Dossier and avoid 

the possibility of awarding the contract to an EO who does not 

declare and pay taxes. 
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35. Issue - Findings in small value contracts concluded through price quotation 

procedures - Priority Other 

Finding Officials of Trepça North had not prepared tender dossiers for 

price quotation procedures because these contracts were 

considered of minimal value. Nevertheless, according to the law 

these contracts are of small value and tender dossiers should be 

prepared thereon. Moreover, for these two contracts the tender 

evaluation committee did not sign the declarations under oath.   

In these two cases, invitations for quotations and tender evaluation 

report were not in the standard form approved by the PPRC. For 

purposes of Invitation for Quotation and tender evaluation, Trepça 

had used forms designed by themselves. 

Risk Using non standard documents increases the risk for these forms 

not to contain the relevant information required. Whereas, in lack 

of tender dossiers, Trepça risks entering into contractual 

relationships with EOs without any criteria, thus risking the 

implementation of the relevant contract. 

Recommendation 35 The Manager of Trepça North should ensure that standard 

procurement forms approved by the PPRC are used. 

36. Issue - Delays in carrying out payments - Priority Other 

Finding We have noticed that payments for the four tested contracts were 

carried out with a delay. Delays were from 29 days up to 78 days 

after the deadline.  Trepça officials have affirmed that these delays 

have occurred by the time the products sale was interrupted. 

Risk Delayed execution of payments leads to unilateral termination of 

the contract by the EO, or the CA being subject to penalties under 

the general conditions of the contract. 

Recommendation 36 The Manager of Trepça North should ensure that payments are 

carried out on time, conform the relevant contracts. 
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7.2.2 Other  expenditures 

Description 

As part of overall expenses, we have tested several categories, including expenses of 

electricity, telephone, and internet costs. 

Electricity expenses for 2012 were in the amount of €656,455. We have tested two samples 

in the amount of €51,177, while telephone and internet expenses for 2012 were in the 

amount of €33,843. We have tested a sample in each category in the amount of €2,563. 

Findings and recommendations  

 

37. Issue - Entering into contracts with unlicensed EOs – Priority Significant  

Finding Trepça North has contracts with illegal operators for telephone 

services, internet and electricity supply. 

For electricity expenses, Trepça North is invoiced from the 

company Elektrokosmet from Serbia, but this company does not 

have a license to operate in Kosovo. At the same time, Trepça is 

regularly invoiced by the only licensed public supplier in Kosovo 

“Kosovo Energy Corporation”. According to KEK, invoicing for 

2012 was in the value of €352,344. However, Trepça officials have 

affirmed that they did not receive any invoices from KEK and have 

not executed any payments to KEK. They recognised the energy 

consumption on behalf of Elektrokosmet. 

Trepça North had contracted two EOs for obtaining services of 

mobile telephony (Telenor) and internet services (DD Computers). 

These operators are not licensed by RAEPC, which is responsible to 

license providers of telecommunications services in the Republic of 

Kosovo. In these contracts, Trepça is also charged with VAT of 

18%, according to the laws of Serbia. 
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The Trepça officials justified themselves that they were obliged to 

enter into contracts with these operators due to the circumstances 

and for having no other alternative. 

Risk Entering into contracts with illegal operators increases the risk for 

legal and financial consequences. 

Recommendation 37 The Manager of Trepça North should ensure entering into contracts 

only with licensed and legal operators who provide services, 

whereas electricity expenses should paid to the licensed public 

supplier in Kosovo. 

7.2.3 Remunerations (salaries and stipends) 

Conclusion on personnel 

Trepça North had not followed national legislation concerning the management of 

personnel. Weaknesses identified prove that Trepça North had not established adequate 

controls and sufficient procedures in the area of Human Resources, and had not issued 

any regulations on personnel management, whereas personnel records were not updated 

at all. 

Description 

Salary expenses for 2012 were in the amount of €4,808,461. For administration employees 

€377,404 were spent, and for productions workers €4,431,057 were spent. In the area of 

personnel, we have carried out analytical procedures and examined seven personnel 

records.  

Findings and recommendations   

 

38. Issue - Failure to implement the Labour Law of the Republic of Kosovo – Priority 

Significant  

Finding Under the Labour Law of the Republic of Kosovo, all employees 

should have employment contracts in line with provisions of this 

law. Out of seven samples examined, four employees did not have 

contracts, while in the other three cases Trepça had prepared 

contracts under the Law of the Republic of Serbia (contracts were 

entered into in 2007, 2010, and 2011). Personnel records were not 

completed with the required documentation in any of the cases. 
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Risk Failure to implement applicable laws on personnel management 

will have effects in the accountability by the management. Lack of 

complete personnel records and their maintenance increases the 

risk for irregularities in the personnel management. 

Recommendation 38 The Manager of Trepça North should ensure implementation of the 

law on personnel management and remuneration, as well as to take 

into account the responsibility for accountability. 

 

39. Issue - Personnel management was not regulated properly –Priority Other 

Finding Trepça north had a list of 2,880 staffs, out of which, around 997 are 

regular employees and 1,883 are stipend recipients. Trepça north 

uses a rotation method in order to give each employee the 

opportunity to work regularly at least 3 months within a year. 

However, for this method there is no regulation or written 

procedure. 

Risk Lack of regulation on personnel management and frequent changes 

of employees increases the risk for not providing equal 

opportunities for all employees. 

Recommendation 39 The Manager of Trepça North should draft internal regulations for 

personnel management and to review this process in general. 
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40. Issue - Taxes and contributions - Priority Significant 

Finding During 2012, Trepça North has not paid tax obligations and 

contributions to the workers. According to the officials of Trepça, 

the reason why taxes and contributions were not paid was due to 

disagreements with TAK that has been going on since 2010. Trepça 

North is involved in discussions with TAK but this issue was not 

solved yet. 

Trepça had only calculated these expenditures, whilst at the end of 

the year they were not included as expenditures in the financial 

statements. Their value was €779,295. Therefore, this value 

indicates that these expenditures were understated.  

In regard to tax liabilities issue, there are some disputes between 

the north and south parts of Trepça which are not settled yet.   

Risk Failure to timely pay tax liabilities may result in penalties for the 

company, at the same time such presentation in the AFS is not 

correct.  

Recommendation 40 The Manager of Trepça North should pay tax obligations in 

accordance with the law, and ensure that financial statements are 

presented in compliance with requirements of IAS. 

7.2.4 Stipends 

Description 

In 2005, Trepça north had prepared a list of employees who were employed in Trepça, 

and due to lack of possibility to provide them with regular work, Trepça pays these 

former employees €30 a month. Until 2010, they received subsidies from the Kosovo 

Budget, whereas stipends are paid only from the own source revenues of Trepça as of 

2010. 

The list of stipend recipients in 2012 contained approximately 1,883 persons and 

expenditures for 2012 were in the amount of €675,120.   
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Findings and recommendations  

 

41. Issue - Management of stipends and files of stipend recipients – Priority Other  

Finding There was no regulation on how to handle and manage stipends, 

while the files of stipend recipients were not complete. Only a copy 

of the old employee work booklet was attached to these files, 

whereas new documents were missing, including identification 

card, a copy of the bank account as well as the employment 

contract for the time when these stipend recipients were employed. 

Risk Lack of proper files and poor control, increases a risk of inadequate 

spending of funds.  

Recommendation 41 The manager of Trepça North should ensure that a regulation on 

management of stipends is drafted, the list of stipend recipients is 

analysed, and their files are completed.   

7.3 Assets 

Overall conclusion on assets 

Trepça North had not reported assets on the AFS, and had not managed yet to produce a 

complete and accurate register of its assets. In the balance sheet, only assets obtained in 

2012 were presented. Ownership documentation of all Trepça assets exists in its facilities 

in Zvecan. Trepça North has never presented its assets based on these records.  

Controls over the safeguarding of assets are missing. The management is responsible to 

ensure protection and control over assets. They should be recorded and reported in 

accordance with the IFRS and national legal requirements. There is a potential risk of 

misuse, loss, or alienation of Trepça assets. 

This risk concerning the assets management has material impact, and is not disclosed in 

financial statements of Trepça in compliance with financial reporting requirements. 
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7.3.1 Capital and non-capital assets 

Description  

Assets management is an important part of financial management and control in the 

enterprise. Fixed assets on the balance sheet prepared by Trepça North were in the 

amount of €2,390,305. Assets are kept according to their cost, and they present only 

investments made in 2012. 

Assets presented in the financial statements are not in compliance with IFRS, and were 

not prepared in accordance with IAS. There was insufficient information about this 

category. We emphasize that: due to lack of information and limited access during the 

audit, we have not carried out necessary audit tests that were required for this category. 

7.3.2 Stocks and material  

Description 

The value of stocks and material presented in the statement was in the amount of 

€4,196,406, which shows the cost value or net value. Presentation of stocks in the financial 

statements was not done in compliance with IFRS, as there was insufficient information 

on ownership, cost elements and their evaluation. Due to insufficient information and 

limited access, we have not carried out necessary audit tests that relate to stocks. 

7.3.3 Cash and its equivalents 

Description 

Money in the bank at the end of the year was €22,435. Trepça makes main sales in foreign 

currencies (American Dollar $). Monetary assets in foreign currency are exchanged to 

Euros at the market exchange based on the current rate at the time.  
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Findings and Recommendations 

 

42. Issue - Lack of evidence on cash spent – Priority Significant 

Finding Payments over €100 made in cash are not in compliance with 

national rules for transactions. Whilst, a considerable part of these 

payments are made in foreign currency (dinar). 

Risk High value withdrawals and cash payments lead to the risk for 

misuse of funds whilst payments made in foreign currency 

increases the risk for financial implication upon exchanging.  

Recommendation 42 The Manager of Trepça North should ensure that policies 

regarding the use of cash are drafted and to secure accountability 

on how is spent. 

7.3.4 Handling of receivables  

Descriptions 

Accounts Receivable presented on the balance sheet were in the amount of €232,198. 

Compared to last year they have increased by €80,910. Other requests were in the amount 

of €2,428,146. Requests from tax overpayment, travel allowances, and receivables from 

other activities are included herein. 

Findings and recommendations  

 

43. Issue - Lack of written policies on AR management – Priority Other 

Finding Trepça had not prepared a list on the age of AR, and had not 

drafted policies or regulations for handling and managing them. 

Risk Due to lack of policies for management of Accounts Receivable, 

increases the risk for their improper handling. 

Recommendation 43 The manager of Trepça North should ensure that policies and rules 

for handling and management of AR are drafted, regular reports 

on their age are prepares, and appropriate actions to collect them 

are taken. 
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7.4 Handling of debts 

Description 

Liabilities for 2012 were in the amount of €9,442,122, while compared to 2011 they had 

increased by €3,011,729. Trepça North had liabilities towards local customers in the 

amount of €5,625,699, liabilities for taxes and contributions to employees in the amount of 

€1,419,853, and VAT and other taxes in the amount of €2,396,569. Trepça North had 

setbacks in paying off its liabilities.  

Findings and Recommendations 
 

44. Issue - Debts disputed by Trepça North – Priority Significant   

Finding Trepça disputes the liability in the amount of €1,816,661 for 

electricity expenses incurred in previous years that is owed to 

Operator of Serbia Elektrokosmet. According to the Trepça 

officials, the electricity invoiced on its behalf was not consumed by 

Trepça but by the citizens of Zvecan who use the Trepça’s network 

for supplying. On the other hand, the functioning of this operator 

in Kosovo is illegal therefore its invoicing is also illegal.  

While on financial books of Trepça a debt owed to KEK in the 

amount of €1,223,442 is presented. This value does not match to the 

KEK data, as according to them debt of Trepça North has 

accumulated and amounts to €3,726,612.  

Another debt in the amount of €330,000 dating since 2010 

concerning an annex contract entered into with the company 

“Rudar International” from Belgrade, was also disputed. This 

company had other contracts with Trepça and in previous years 

had also invoiced this part of debt, but due to lack of controls, this 

debt was not written off from the books. 

Besides these, Trepça North has unsolved tax issues with TAK, 

where in 2012 it had not regularly paid taxes and contributions. 

Risk Balance sheet of Trepça contains data that is not valid and labilities 

were overstated. Recognition of liabilities towards illegal operators 

is not legal. Furthermore, failure to adhere to the laws and 

regulations concerning taxes and contributions exposes the 

company to penalties. 

Recommendation 44 The manager of Trepça North should take actions in order to verify 

the data in the financial books, to ensure that contracts are entered 

into with legal operators only, and that tax disputes with TAK are 

solved. 
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7.5 Internal audit system 

Conclusion 

Internal Auditor in Trepça North has not managed to address sufficiently the lack of an 

adequate control system within the enterprise. The issue why national laws and 

regulations are not adhered to was not addressed by the enterprise. The internal auditor 

has not managed to assist the management sufficiently to identify and address 

shortcomings within the organisation. The IA had not received any training in the audit 

field.   

Description 

The Internal audit system is a key part of internal control and due to its importance we 

present it here separately. We consider the scope of internal audit work and review 

actions taken by management, as a result of the work carried out by the internal audit.  

The Office of Internal Audit in Trepça has one auditor who reports to the executive 

management and does not have a supervisory body.  

The office of IA within Trepça has prepared an annual plan for 2012 as well as the 

strategic plan. Under the IA annual plan was planned auditing of three main areas: 

finance department, marketing and production process. 

 

45. Issue - Lack of quality in IA reports – Priority Significant  

Finding Internal audit reports were general and of insufficient quality. 

Specific shortcomings in the internal control system of the 

enterprise were not addressed adequately. 

Risk Identifying eventual errors and irregularities were not highlighted 

to the Management which results in ongoing inefficiency and 

financial loss.  

Recommendation 45 The manager of Trepça North should ensure that the office of the 

IA operates properly, proper professional training is provides to 

with a designed programme which provides sufficient assurance to 

the management for important issues regarding revenues, 

expenditures and assets. 
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8 Overall conclusion 

Our overall conclusion reflects our review of the controls associated with the AFS, 

Financial Management and Control and the Internal Audit System. This can be 

summarised as: 

SOE Trepça is one single Enterprise operating in two divisions for region north and 

south. As a consequence, management and control systems are not designed in consistent 

way for covering the business of two divisions of the enterprise. There is a poor 

coordination between them and main shortcomings exist especially in Trepca north.  

Budget planning and execution was made in different ways. Trepca Manager did not 

succeed to produce AFS at level of enterprise in line with legal requirements. They have 

prepared financial accounts separately for two divisions. AFS presented in this report 

were finalised by PAK, following our recommendations. Despite these shortcomings 

there are uncertainties in regulation framework for functioning and reporting of SOE 

Trepca 

These issues may be addressed through guidelines produced by PAK. Guidelines should 

fully address PAK responsibilities in terms of Trepca re-organisation. Such action is 

necessary for both divisions of Trepca for addressing weak controls which potentially 

lead the enterprise to financial loss.  
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Annex I: Explanation of the different types of opinion 

applied by the OAG 

(extract from ISSAI 400) 

9. An audit opinion is normally in a standard format, relating to the financial statements 

as a whole, thus avoiding the need to state at length what lies behind it but conveying by 

its nature a general understanding among readers as to its meaning. The nature of these 

words will be influenced by the legal framework for the audit, but the content of the 

opinion will need to indicate unambiguously whether it is unqualified or qualified and, if 

the latter, whether it is qualified in certain respects or is adverse (paragraph 14) or a 

disclaimer (paragraph 15) of opinion.   

10. An unqualified opinion is given when the auditor is satisfied in all material respects 

that:   

a) the financial statements have been prepared using acceptable accounting bases 

and policies which have been consistently applied;  

b) the statements comply with statutory requirements and relevant regulations;  

c) the view presented by the financial statements is consistent with the auditor's 

knowledge of the audited entity; and  

d) there is adequate disclosure of all material matters relevant to the financial 

statements. 

11. Emphasis of Matter. In certain circumstances the auditor may consider that the reader 

will not obtain a proper understanding of the financial statements unless attention is 

drawn to unusual or important matters. As a general principle the auditor issuing an 

unqualified opinion does not make reference to specific aspects of the financial 

statements in the opinion in case this should be misconstrued as being a qualification. In 

order to avoid giving that impression, references which are meant as "emphasis of 

matter" are contained in a separate paragraph from the opinion. However, the auditor 

should not make use of an emphasis of matter to rectify a lack of appropriate disclosure 

in the financial statements, nor as an alternative to, or a substitute for, qualifying the 

opinion.   
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12. An auditor may not be able to express an unqualified opinion when any of the 

following circumstances exist and, in the auditor's judgement, their effect is or may be 

material to the financial statements:  

a) there has been limitation on the scope of the audit;  

b) the auditor considers that the statements are incomplete or misleading or there is 

an unjustified departure from acceptable accounting standards; or   

c) ]there is uncertainty affecting the financial statements.  

13. Qualified Opinion. Where the auditor disagrees with or is uncertain about one or 

more particular items in the financial statements which are material but not fundamental 

to an understanding of the statements, a qualified opinion should be given. The wording 

of the opinion normally indicates a satisfactory outcome to the audit subject to a clear and 

concise statement of the matters of disagreement or uncertainty giving rise to the 

qualified opinion. It helps the users of the statements if the financial effect of the 

uncertainty or disagreement is quantified by the auditor although this is not always 

practicable or relevant.   

14. Adverse Opinion. Where the auditor is unable to form an opinion on the financial 

statements taken as a whole due to disagreement which is so fundamental that it 

undermines the position presented to the extent that an opinion which is qualified in 

certain respects would not be adequate, an adverse opinion is given. The wording of such 

an opinion makes clear that the financial statements are not fairly stated, specifying 

clearly and concisely all the matters of disagreement. Again, it is helpful if the financial 

effect on the financial statements is quantified where relevant and practicable.   

15. Disclaimer of Opinion. Where the auditor is unable to arrive at an opinion regarding 

the financial statements taken as a whole due to an uncertainty or scope restriction which 

is so fundamental that an opinion which is qualified in certain respects would not be 

adequate, a disclaimer is given. The wording of such a disclaimer makes clear that an 

opinion cannot be given, specifying clearly and concisely all matters of uncertainty.  

16. It is customary for SAIs to provide a detailed report amplifying the opinion in 

circumstances in which it has been unable to give an unqualified opinion.  
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Annex II: SOE Trepca Annual Financial Statement for 

2012 

Balance sheet on 31.12.2012 (in Euro)  

 SOE Trepça – Balance sheet of 31.12.2012 

Description Year 2012 

ASSETS Amount €  

Cash     7,044,747  

Stocks (final product, semi-finished products and material)     5,806,950  

Accounts receivable   2,332,275  

Requests for advance payments 3,171,110  

Requests for overpaid taxes  1,684,826  

Total of current assets  20,039,908  

Unpaid deposit   -  

Concessions, industrial rights and similar rights, licenses    7,596  

(Goodwill)     -  

Land, Property and Equipments    526,593  

Equipments and Machinery   9,796,004  

Other equipments, furniture, and office equipments   488,311  

Total fixed assets   10,818,503  

Total assets    30,858,411  

LIABILITIES   

Accounts payable     3,193,810  

Wages payable      2,173,919  

Liability on outstanding VAT     -  

Liabilities on profit tax 307,202  

Liabilities on deferred revenues       2,127,741  

Other short-term liabilities     8,076,601  

Total short-term liabilities     15,879,272  

Long term liabilities 
 

Capital   

Enterprise Capital        16,799,410  

Loss/Profit from previous years      (5,037,429) 

Unallocated profit of prior years         2,758,368  

Loss/Profit of the current year      458,790  

Total Capital     14,979,139  

Total Equity   30,858,411  
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Statement of incomes for 2012 

Statement of incomes for 2012 

Description Amount in € 

Revenues   

Revenues from sale     23,667,976  

Decreased: discount on sale 150,891  

Net revenues 23,517,085  

Material cost of sold goods   6,799,961  

Salaries for employees in production   11,532,103  

Total cost on sold goods    18,332,063  

Total of gross profit from products sale    5,185,022  

Revenues from services    86,129  

Revenues from rent    183,574  

Revenues from financing activities    226,047  

Revenues from CBK (subsidies and capital investments)    2,797,485  

Other revenues   1,235,108  

Total of other revenues     4,528,343  

Expenditures   

Overall expenditures on administration, bank and other        207,174  

Expenditures on auto parking    131,561  

Office expenditures       39,654  

Expenditures on depreciation      695,149  

Expenditures on tax payments    45,057  

Salaries for employments in administration   2,138,310  

Stimulations, bonuses and benefits of employees       185,331  

Contracted payments      13,315  

Early retirements     405,480  

Employees Stipends     810,370  

Overall expenditures for repair and maintenance, and MHT    273,516  

Expenditures on electricity     2,433,963  

Expenditures on security/insurance      45,106  

Expenditures on telephone and internet     74,731  

Expenditures on water and transport of waste      137,604  

Expenditures on transport and loading/unloading     366,247  

Expenditures on food and recreation       827,216  

Expenditures on official travelling and representation        58,175  

Donations given     56,522  

Expenditures on other public services   19,826  

Other expenditures   54,136  

Loss from  negative differences on currency exchange      236,131  
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Total expenditures      9,254,574  

Profit before tax on profit    458,790  

Tax on profit      45,879  

Net profit/loss of business year    412,911  

Cash Flow Statement – January – December 2012 

Operating activities 

 Collection from operating activities    

 Receivables          26,258,834  

Collection from Customs Terminal services                 87,721  

 Collection from deposits for tender security               269,199  

 Collection from reimbursement               587,030  

Collection from pre-paid – deferred revenues                 43,750  

Collection according to other basis                 93,754  

 Total of cash flow from operating activities         27,340,288  

 Payment in cash for operating activities   

 Payables          12,707,026  

 Advances given and pre-paid                          -  

Loan and bank warranties           1,540,314  

 Employees’ gross salaries         13,495,561  

 Payment for taxes and fees               307,405  

 Petty cash expenditures                97,460  

 Bank services fees                 15,008  

 Contracted salaries and incentives paid              205,775  

 Refund of deposits for tender and pre-paid              596,993  

 Total payments for operating activities          28,965,542  

 Net cash from operating activities         (1,625,254) 

 Investing Activities    

 Collection from investing activities   

 Investments made by owner            1,933,000  

 Funds received from sale of assets – main funds                                  

 Net cash from investing activities           1,933,000  

 Payments from investing activities   

 Payments for supplies and investments in main funds              973,156  

 Total payments for investments activities              973,156  

 Net cash (used) in investing activities               959,844  

Financing activities    

 Collection from financing activities   

 Revenues from subsidies and donations           2,195,829  

 Revenues from financing activities (borrowings, interest, currency 
exchange, etc)  

             232,270  

 Net cash (used) in financing activities            2,428,099  

 Payment for financing activities   

 Donations                   8,299  
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 Tax on interest                 20,555  

 Early pensions              405,480  

 Stipends               733,735  

 Loss from negative difference currency exchange             236,095  

 Interest and similar expenditures                         -  

 Total of payments for financing activities            1,404,164  

Cash used/generated from financing activities           1,023,935  

 Net increase/decrease in cash               358,526  

 Cash on 01.01.2012            7,042,901  

 Cash for period 31.12.2012           7,044,747  

Statement of changes in equity on 31 December 2012 

 
Enterprises’ 

capital 
Undistribute

d profit 
Revaluate
d reserves  

Total 
equity  

Balance of 31.12.2011  16,614,513   (2,094,164)    -   14,520,349  

Changes in equity for 2012 
    

Increase of capital –Share 
emission 

 -  -     -     -  

Dividends    -   -     -     -  

Profit/loss of current year   12,265     446,512      -   458,777  

Balance on 31.12.2012 16,626,778   (1,647,652)     -   14,979,126  
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Annex III. Prior year recommendations  

The Management of Trepca has been given the possibility to give comments on a draft of this report. Outstanding questions where the audited 

body and we as auditors still have different views are to be found below. 

Findings  Agree yes/no Comments from Trepça north   OAG comment  

Issue 1:  Signing of consolidated 

financial statements     

 

 no The Trepça north’s reasons and 

explanations for not signing the 

report are provided to OAG 

and we reiterate that they are a 

composing part of this 

comment.  

Our recommendation remains. 

 Our finding is based on e local 

legislation and ISFR, therefore the 

reasoning provided by Trepça 

north is not relevant and does not 

change our conclusion.   

Issue 44: Lack of sufficient 

quality in IA reports.   

no The work of the internal 

auditor has been over 

emphasised. The fact that this 

unit is substantially operating 

in compliance with the Law 

and ISA proves, inter alia, the 

existence of the internal auditor 

performance.  

Our recommendation remains. 

Our finding is based on the IA 

work and quality of reports as well 

as on the current situation in 

Trepça north. Therefore our 

conclusion will not change.  
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Issue: 6.3 Assets   

Conclusion on assets  

 

no The conclusion that the 

documentation on Trepça 

overall assets exist in Zveçan is 

not true.  

Our recommendation remains. 

Our conclusion is based on the 

interviews developed with officials 

responsible for this issue. 

 

 


