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I.   Executive Summary  
 
The Office of the Auditor General (OAG) has carried out the audit of the Regional Water 
Company “Prishtina” Financial Statements for the year ended December 31st, 2009. 
 
Our audit was carried out in accordance with International Auditing Standards issued by 
INTOSAI and included such tests and procedures as we deemed necessary to arrive at an opinion 
on the Financial Statements. 
   
In our opinion the Financial Statements, in all material aspects, present true and fair view of the 
financial position of the Company on 31 December 2009 and the results of its operations for the 
year then ended. As an emphasis of matter we would like to draw your attention regarding the 
accounts receivable and assessment of provision for bad debts (ISSAI 400: Unqualified opinion 
with emphasis of matter). 
 
 Further, our audit has identified weaknesses in key areas of financial management which need to 
be addressed urgently by the Management in order to improve the effectiveness and efficiency of 
the Company.  The main management weaknesses identified are presented as follows:  
  

1. Company’s software does not provide an overall assurance in data processing, as a 
consequence  a considerable number of errors in released invoices have occurred; 

 
2. Engagement of employees out of payroll list, which are paid through  without having  

valid contracts signed with the Company; 
 

3. The annual performance evaluation for the company’s personnel is not carried out; 
 

4. The procurement procedures were not developed fully in compliance with the PPL. 
Consequently the winners are selected in absence of three responsive bids and a proper 
oversight in the execution of contracts was missing; 

 
5. Execution of procurement planning for 2009 was in a low level (around 30%), the other 

part of expenditures was made out of procurement planning; 
 

6. The module of fixed assets contains assets which were in lower value than €500 which 
is in collision with the Regulation on maintaining bookkeeping records at the RWC 
The total  is €218,083; and 

 
7.  The Company could not manage to issue and complete all Regulations on internal 

functioning as required under Law on POEs. 
 
We recommend the Board of RWC “Prishtina” to immediately start a program aimed at 
strengthening internal control and further improve the financial management within the 
organization.  
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The Management of RWC “Prishtina” has acknowledged our findings and conclusions presented 
in the audit report on the financial statements and are committed to make every effort to 
implement the recommendations given.  
 
 
II. Introduction  
 
The Office of the Auditor General (OAG) is responsible for carrying out annual regularity audits.  
 
The Board of Regional Water Company “Prishtina” reports to the Minister of MEF as the 
representative of the owners (Republic of Kosova). 
The main responsibility relates with the presentation of financial statements in compliance with 
International Accounting and Financial Reporting Standards on Accrual Based Accounting”.  
 
The Government through the Minister of MEF is accountable to the Assembly on annual basis 
related to the performance of Central POE.   
 
 
III.  Audit Objective and Scope  
 
This audit of the RWC “Prishtina” relates to the financial statements for the year ended 31st 
December 2009.  
 
A Regularity Audit is defined as an attestation of financial accounting, involving examination 
and evaluation of Financial Statements and other financial records and expression of opinions 
on: 
 

� Whether the financial statements 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. 
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IV.  Audit Approach  
 
Our audit approach has developed this year.  We have adopted a new manual for our regularity 
audit to conform the internationally recognized auditing standards. We have analysed our audit 
approach under four main areas as follows: 
 

� Understanding the Entity – gaining a full understanding of the entity, including the 
operation of the framework of authorities and of key systems, in order to gain an 
understanding of the key issues which may have an impact on the financial statements;  

� Identification of Risk – by gaining an understanding of the entity and from the results of 
previous audits, we identify risks that could lead to material misstatement in the financial 
statements or non-compliance with legislation;  

� Internal Management Controls – where risks are identified, we look to identify the 
management and monitoring controls in place which may mitigate against those risks; 
and 

� Use of Substantive and Analytical Procedures – to provide the required audit assurance 
with particular attention to areas where weaknesses in controls have been identified.   

 
We are required to obtain an understanding of internal control sufficient to assess the risk of 
material misstatement.  In line with this requirement and our work under the internal 
management controls heading indicated above, we document the management and monitoring 
controls to help us inform our judgement of the risks of material misstatement. 
 
We plan and perform our audit to be able to provide reasonable assurance. We apply materiality 
to help us plan our audit and evaluate our audit findings.  In general terms (as set out in auditing 
standards) we consider that a matter is material if its non-disclosure, misstatement, inclusion or 
omission would be likely to distort the overall view given by the financial statements to their 
intended users. 
 
Under our revised audit approach we undertook an interim audit during the year. Interim audit 
should be understood as an audit starting already during the financial year under audit with the 
aim to give recommendations on how: 
 

� Earlier recommendations can be handled; 
� the Annual Financial Statement should be addressed; and 
� How financial management issues can be addressed during the current year. 

 
This year we reported our conclusions and recommendations from interim audits in audit memos 
in January 2010. 
 
In order to fulfil our responsibilities for the audit of the RWC “Prishtina”, we have undertaken 
the following activities: 
 

� Reviewed the financial statements of RWC “Prishtina”; 
� Determined whether the Financial Statements of the Company were prepared in 

accordance with IAS; 
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� Undertaken extensive substantive testing of financial transactions; 
� Applied an combination of judgemental, stratified and random sampling in selecting the 

transitions for testing; 
� Relied on a combination of interviews, analytical reviews, document reviews, and 

physical verification to assess the validity and propriety of financial transactions;  
� We have analysed the financial management within the Organizations; and 
� Assessed the independence and quality of work of the RWC “Prishtina” Internal Audit.  

 
In this report we summarise this year’s audit and give a formal opinion on the Annual Financial 
Statement. 
 
In regard our audit opinion for RWC “Prishtina” financial statements, the international standards 
set out specific criteria that govern the type opinion that can be rendered.  Audit opinions can be 
unqualified, qualified, adverse or a disclaimer of opinion. These are set out more fully in 
Appendix 1. 
 
 
V.  Audit Opinion 
 
In our opinion the Financial Statements present true and fair view, in all material aspects of the 
financial position of Municipality on 31 December 2007 and the results of its operations for the 
year then ended. 
 
As an emphasis of matter we would like to draw your attention regarding the receivables and 
assessment of provisions for bad debts (ISSAI 400: Unqualified opinion with emphasis of 
matter). 
 
The company did not have in place a proper policy for accounting of provisions for bad and 
doubtful debts. During the period 1999-2009 the company did not have a satisfactorily collection 
of own revenues. For almost 80% of uncollected revenues the company has created a provision 
for bad and doubtful debts. This is not done in full compliance with the accounting standards and 
domestic applicable laws. 
 
 
VI. Status of Prior Years Recommendations  
 
The audit of RWC “Prishtina” financial statements for the year 2008 is carried out by the private 
audit company Audit & Konto which was contracted in compliance with the law on POE. This 
Company provided ten (10) main recommendations in the Management Letter for RWC – 
Prishtina. Out of this, seven (7) are in the process of implementation, while three were not 
addressed.  
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The recommendations that were not addressed are: 
 

� Company to conduct a proper analysis and examination of the account receivables and a 
firm assessment of the provisions for bad and doubtful debts;  

� Company to perform annual staff appraisal; and   
� Company to issue regulations and instructions in writing, sufficiently for functioning of 

Internal Control System.  
 
Failure to fully implement prior recommendations is an indicator that within the Company the 
same problem remains.  
 
 
VII.  Background   
 
After 1999, former Regional Water Company “Batllava” was subject to a transformation and 
regional consolidation, and ultimately in 2007; is transformed into a Joint Stock Company 
named: Regional Water Company “Prishtina” J.S.C. At the beginning, the owner of this 
Company was the Kosovo Trust Agency, while after the promulgation of the Constitution of 
Republic of Kosovo the only shareholder is the Government of Republic of Kosovo.  
 
On the occasion of corporatization, in January 2007, the Company has disclosed its books, 
starting with Balance-sheet, following the evaluation made by the Grant Thornton Consulting 
DOO Macedonia –Skopje (“Consortium”), engaged by the KTA. 
 
RWC” Prishtina” J.S.C provides supply services of drinkable water and management of waste 
waters within Municipalities: Prishtina, Fushe Kosova, Obiliq, Lipjan, Podujevo, and Gllogoc.    
 
Legal basis of the Company after is the Law on Publicly Owned Enterprises no. 03/L-087, while 
the organization as a Joint Stock Company is made in accordance with Law on Business 
Organizations.  
 
The Company is governed by the Board of Directors, while it is managed by the Executive 
Director who reports to the Board. The Board reports to the Government, respectively to the 
Minister of the MEF, who represents the owner.  
 
The main source of its funding is revenues from sale of water and sewerage. Water selling tariffs, 
sewerage, and the fixed tariffs are determined by the Water and Waste Regulatory Office. 
 
Our duty is to carry out annual audit of Financial Statements and to report to the Company Board 
and the public regarding the quality of information in this Report and financial management 
within the Company.  
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VIII.  Key Audit Findings and Recommendations   
 
VIII. 1 Financial outcome versus approved budget  
 
Analysis of a financial outcome for Revenues, expenditures against the approved budget 
 
Table: Budget Overview – Revenues 

Category Description 
Planning for 

2009 Revenues 2009 Revenues  2008 
Revenues from services on water supply  10,649,472 9,970,073 9,147,772 
Other Operation Revenues 61,950 106,162 254,083 
Revenues from Grants   49,949 30,411 
Operation Revenues 10,711,422 10,126,184 9,432,266 

 
 
Table:  Budget Overview -Expenditures 

Category Description 
Planning for 

2009 
Expenditures 

2009 Expenditures 2008 
Personnel Expenditures  3,060,618 2,718,445 2,781,247 
Energy Expenditures  1,396,461 1,972,240 1,486,878 
Fuel Expenditures  89,382 173,034 198,772 
Material Expenditures  293,036 488,814 790,043 
External Contracting Services 416,050 552,341 275,583 
Maintenance and Repairing Expenditures  657,434 156,683 149,966 
Value of supplied material- purchased 
water   81,994 84,509 
Recreation and hum. assistance 
Expenditures   31,764 3,631 
Depreciation Expenditures  2,997,539 3,447,577 3,335,042 
Bad debt Expenditures  3,709,438 2,819,699 2,938,764 
Financial outcome and Transfers    22,562 4,440 
        
 Total of Operating Expenditures  12,619,419 12,465,153 12,048,877 
        

Operating Profit  - Loss    -2,338,969 -2,616,611 
 
Operation Expenditures for 2009 approved in business plan 2009-2013 were €5,912,981 (not 
including the Depreciation and bad debt expenditures), while current operation expenditures for 
2009 are €6,197,877 and there is exceeding of budget for €284,896 or 4.8%. 
 
Significant increase was noticed at Energy Expenditures due to the change of invoicing by KEK.  



10 
OFFICE OF THE AUDITOR GJENERAL *St. Gazmend Zajmi no. 59, 10000 Prishtina, 

Tel.: +381(0) 38 2535 217 - FAX: +381(0) 38 2535 219 

 

Doubling of expenditures for external contracting services was made due to the fact that the 
Company in this year has paid €252,523 property tax compared to 2008 where they have spent 
€11,149. 
 
Failure to present the values within planning column is as a result that the Company after the 
budget approval has decided to present the expenditures in an analytic way.  
 
Table: Balance sheet statement  
Description  Year   2009 Year 2008 
Property, Plant Equipment                  59,943,234               62,403,508  
Net inventory                    1,401,165                1,283,765  
Receivables                    7,994,645                6,707,693  
Other claims                       528,769                   703,205  
Cash and Cash equivalents                      895,118                   977,471  

Total of Assets  70,762,931 72,075,643 
 
 
 Share Capital and Reserves               72,645,753            72,645,753  
 (Accumulated loss/ Loss of the year                   (8,434,556)              (6,091,976) 
 Total of Equity                64,211,198            66,553,778  
 Deferred Grants                       873,617                   578,375  
Payables and tax payable                     5,678,116                4,943,489  
Total of Liabilities                 6,551,733              5,521,864  

 Total of Liabilities &Equity               70,762,931            72,075,643  
 
RWC “Prishtina” in recent years is operating in loss; therefore the Management of Company 
should undertake concrete measures in recovering the operations of the Company. 
 
 
VIII.2 Financial statements 
 
2.1 Information quality 
 
The Company is obliged to prepare the Financial Reporting and the Financial Statements in 
accordance with ISA or locally accepted standards, and in accordance with the applicable laws in 
Kosovo and the Treasury Guidelines. 
 
The Management did not revise the following inaccuracies, and as an outcome, we are reporting 
them in accordance with ISSAI 1260: 
 

� The examination of account receivables and provisions for bad and doubtful debts was 
not disclosed in full compliance with accounting standards and applicable laws;  
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Besides these, we have identified several other less important issues: 
 

� Company’s software underestimates the receivables by the amount of €99,543, because 
the software reports by mistake this amount with minus; 

� Company during 2009 has write off the account receivables amounting to €289,124, the 
amount which was not disclosed in the financial statements;  and 

� The Fixed assets module contains fixed assets or equipments in amount below €500. The 
total of these assets amounts to €218,083. 

 
2.2. Compliance regarding the financial reporting 
 
The Company has achieved to prepare its financial statements by including five components 
required with the accounting standards and domestic applicable laws. 
 

However, some of the items in the financial statements (examination of accounts receivable and 
provision for bad and doubtful debts) have not been analyzed in full compliance with these 
standards and applicable laws.  
 

The implementation of the Treasury Instructions and LMFPA remains far from being reached 
due to the contradictions in the Accounting Principles for the preparation of the Financial 
Statements. 
 
 
Recommendation 1 
 

We recommend the board of RWC Prishtina to ensure that: 
� The issue of receivables and provisions for bad debts are reviewed in cooperation with  

central bodies respectively its shareholders; and 
� Board, in coordination with the Minister of MFE, to clarify the Company's position 

towards it’s obligations regarding the implementation of LMFPA and the Treasury 
Guidelines.        
   

 
 

VIII.3 Budget Execution 
 
3.1. Revenue Management 
 
The reported revenues in financial statements for 2009 amount to €10,126,183. Out of this 
€9,970,073 is from water sales, €106,162 from other revenues and €49,949 from the grants. In 
2009 revenues from water and sewerage services were increased for €822,301 or 9% compared 
to 2008. The increase came as a result of increase in the number of clients.  
 
For our audit of the revenues we have used the audit program IDEA based on which we have 
tested the process of invoicing in general through the collection of revenues.  
Also, we have tested in details 45 samples based on the number of customers. Our tests disclosed 
the following findings:   
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Presentation and incorrect evaluation of annual collections 
 
The collection of revenues reported by the Company for the year 2009 amounted to €6,457,950. 
This amount was not disclosed in the financial statements to show how much of this amount 
belong to 2009 and how much belong to revenues collected from outstanding debts accrued from 
previous years.   
 
Collection of revenues from the collectors who do not have contract agreement with RWC 
Prishtina 
 
In the RWC Prishtina network there were illegal connections during the post war period. The 
connections were made in several villages which have invested own money and therefore they 
were connected to the water network illegally. The management of RWC Prishtina has reached 
the agreement with these villages to appoint villages’ collectors for collection of revenues on 
behalf of RWC Prishtina. Beyond that, the Company did not enter into agreement with these 
collectors instead they were paid though the cash box. 
 
Errors during the invoicing process and unreliable invoicing system (software) 
 
The Company’s software does not provide overall assurance in data processing, where as a 
consequence a considerable number of errors occurred in the issued invoices. 
 
Our tests show that out of 902.139 issued invoices 30% are with technical errors. These errors 
are found to be for water and sewerage price and for fixed tariffs. Also we have found invoices 
issued with the unique serial number.  
 
These errors result from the lack of sufficient controls when it comes to counter-meter reading 
and due to the data processing by the software program.   
 
After detailed testing we have found that these errors are technical errors without having 
financial impact in the financial statements.   
 
Conclusions 
 
The RWC Prishtina did not achieve to properly control the complete network needed, so they 
needed to enter into agreement with some villages regarding the collection of revenues. As a 
result the RWC Prishtina co-managed the water network (part of villages’ investments) with the 
inhabitants of the respective villages.  
 
Also as a result of different errors emerged during the process of invoicing the company was 
encountered with a number of complains rose by the costumers which resulted in writing off the 
debts amounting to €289.124 for the year 2009. 
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Identified errors during the process of customer invoicing are as an outcome of incorrect 
readings of water meters by the collector, followed by the absence of sufficient controls over the 
certification of these readings and consequently calculation and issuance of new invoices. 
 
As a result, the company has received plenty of complaints from the customers, which has 
resulted in writing off the debts in amount of €289,124 for 2009, over 30% due to the errors 
mentioned above.  
 
 
Recommendation 2  
 
We recommend the Board of RWC: 

� To disclose the collection of revenues by separating  current collections with the 
collection of debts from previous years; 

� To authorize water network in the villages in order to enable company to have full 
control of its network;  

� The Sales Manager to make sure that the reports received from collectors regarding the 
delivery of invoices and reading of counter-meters are verified and signed; and 

� To upgrade software program by responsible person in order to prevent further errors 
during the process of invoicing. 

 
 
 
3.2 Expenditures Management 
 
3.2.1 Salaries 
 
The budgeted expenditures for wages and salaries for the year 2009 amount to €3,060,618, while 
the actual expenditures amount to €2,718,445 with unspent amount of  €342,173. 
 
The reason why the budget for wages and salaries are under spent is that the management did not 
achieve to introduce salary increase for its staff as it was planned.  
 
The average number of employees for 2009 was 495 out of which we tested 38 personnel files 
based on the sampling according to the audit program.  
 
Findings 
 
Employees outside the payroll  
 
The Financial Statements for the year 2009 present the expenditures for wages and salaries in 
amount of f €2,718,445. According to the payroll list this amount is €2,681,466, resulting with a 
difference of €36,978. The difference derives from payments made to collectors in the villages, 
which are not included in the payroll list. These collectors did not have employment contract 
with the company; and tax liabilities on their salaries were not deducted.  
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Conclusion 
 
Our conclusion is that the management of the company did not achieve to have in place proper 
controls of Human Resources. The responsible department did not achieve to have signed 
contracts for a number of its staff, not paying tax liabilities and paying them through the cash 
box. 
 
 
Recommendation 3 
 
We recommend the Board of RWC Prishtina to make sure that: 

� All employees are included  in the payroll list and their tax liabilities accompanied to 
their salaries are settled; and 

� Every contract to be signed by the employees and the employer by stipulating clearly 
the authorizations, obligations, rights and legal responsibilities. 

 
 
 
3.2.2.  Goods and Services   
 
The Company’s Financial Statements show that the expenditures for Goods & Services amount 
to €3,479,432. Out of this amount we have tested some of the contracts which have included 
about 25% of these expenditures.  
 
Findings  
 
Selection of a winner in lack of three responsive bidders  
 
During the audit of procurement procedures we have identified shortcomings in the bid 
evaluation process. These shortcomings are found in the following  contracts: 
 

� “Vehicle technical maintenance” wherein three responsive bids were missing because 
one of the bidders did not complete tendering file properly; and   

� ‘‘Supply with administrative material” three responsive bidders were missing because 
neither one of them did meet the basic selection criteria. They bids were without valid 
certificates on the quality of products as required with the International Standards.  

 
Improper management of operating expenses (vehicle expenses)  
 
In the category of operating expenses we have tested the amount of  €15,675 as part of the 
contract for vehicle expenses. We have found that the winning company has adjusted the 
technical specification in which has provided items with zero (0) price (new Bosch pump) while 
for the reparation of the same parts (reparation of Bosch pump) has provided higher prices. It is 
found that in the tested invoices winning company has invoiced only those items with high price.   
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Conclusion 
 
Managing procurement activities out of applicable legal framework increases the risk that the 
most economically advantageous economic operator not to be selected. This may lead to the 
situations where goods and services received not to be of required quality and therefore the 
company not to meet its aimed objectives.  
 

 
Recommendation  4 
 
We recommend the Board of RWC “Prishtina” to make sure  that: 

� The management sets up the controls over the procurement processes from the 
initiation of procedures throughout the execution of contracts; and 

� During the bid evaluation, the procurement manager should make sure that the bids 
evaluation is done in compliance with the stipulated criteria.  
 

 
 
3.2.3. Capital investments  
 
The planning for capital investments in the year 2009 amounts to €1,089,003. Out of this 
€987,303 or 91% were spent. The source of this fund was the revenues generated by the 
company in amount €651,272 and from the Government Grants amounting to €336,031. 
 
Purchases out of approved request  
 
“Supply with Computers and other IT equipments”. We have identified that the number of IT 
equipments bought was larger the one approved in the request.  It exceeded for 29 monitors and 
2 system units. During the examination of the warehouse 100 days after the purchase of these 
assets it is found that these are still in the warehouse.  
 
Lack of evidence on payment receipt for water and delays in completion of works 
 
“Ground works on sewerage and water network” prior to contract signature the  Economic 
Operator did not have  proper evidence required for payment of the water bill as he provided the 
invoice which as not on behalf of the winning company. Also the wining company has delayed 
to complete the works on this project for 54 days without giving any justification.   
 
Conclusions 
 
The Management of RWC “Prishtina” did not achieve to manage its budget for capital 
investments in full compliance with the applicable legal frameworks. The purchase of 
equipments without approval and delays in completing all the works are examples of weak 
internal controls. Adequate internal controls would be preventing such actions.   
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Recommendation 5 
 

We recommend the Board of RWC “Prishtina” to make sure  that: 
�  Purchases are only made based on the approved requests; 
� The contract is not signed without receiving all the evidences  stipulated with the 

tender; and 
� The penalties are imposed for unreasonable delays during the execution of works. 

 
 
 
3.2.4. Procurement Management  
 
The Company has prepared and approved the procurement plan for 2009 where all procurement 
activities, execution timing, and approximate amount are set forth.   
 
The accomplishment of the procurement for 2009 was approx. 30%. Such a low percentage 
indicates improper management and inefficiency in the execution of the planned projects.   
 
In addition, we have identified some other shortcomings in the procurement processes such as: 
 

� 16% of purchases out of procurement plan compared to procurement plan value; 
 

� Deficiencies and errors during the evaluation processes, respectively in selecting the 
winning company in absence of three responsive bidders; and 

 
� Improper supervision during the execution of contracts, in particular with the payments.  

 
The reason for improper management was insufficient number of professional staff in the 
procurement office. As a consequence there are cases when the contract is awarded not to most 
economically advantageous economic operator by increasing the risk for not achieving the value 
for money. 
 
Conclusion 
 
Low level when it comes to execution of the procurement plan indicates non-efficiency of the 
Company either in planning or execution. Many supplies out of planning may lead to irrational 
expenditures of resources. Office of Procurement within the Company has insufficient staff; 
therefore there was an improper management within procurement processes. 
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Recommendation 6 
 
We recommend the Board of RWC “Prishtina” to make sure that: 

� In procurement planning process every department and sector of the Company to 
present their needs for the year should propose plans in more details and in more 
feasible manner; 

�  Management should set up priorities during the preparation of procurement plan in 
order to make the plan feasible; and 

� To complete the Procurement Office with sufficient professional staff in order to 
strengthen the internal control over the procurement processes.  
 

 
 
3.3. Assets Management 
 
3.3.1. Current Assets    
 
3.3.1.1. Use of Bank Accounts and Petty Cash  
 
The total of petty cash in cash box and in bank as of 31 December 2009 amounted to €895,118.              
We have carried out the audit procedures regarding the reconciliation of cash throughout 
accounting register, cash box register and bank extracts.   
 
Findings 
 
Our audit has disclosed some of the shortcomings with the cash management starting from the 
collection process, keeping the cash in cash boxes and transportation of cash in the bank. These 
shortcomings are due to the lack of a clear regulation that would regulate these issues. As a 
consequence and in general there was no sufficient assurance regarding its management which 
itself constitutes a risk for theft and misuse. 
 
Conclusion 
 
The findings presented above indicate that the management did not achieve to undertake all 
necessary measures to ensure that the controls over the cash management starting from the 
collection process, throughout the transportation of cash in the bank were satisfactorily.  
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Recommendation 7  
 

We recommend the Board of RWC Prishtina:  
�   To prepare a clearer Regulation regarding the management procedure of petty cash, 

starting from collection, registration, transport, up to reporting, and a better 
management of money in the bank; and  

�   To develop a strategy for payment execution through the bank and minimize the cash 
collections.   

 
 
3.3.1.2. Accounts Receivable   
 
Financial Statements of the company have presented €7,994,645 as receivables for 2009.  
Whereas, the company software presents the amount of €37,289,834 as receivables accumulated 
from 1999 till the end of 2009. The company, during this period, has presented the difference of 
€29,295,188 as a bed debt.  
 
In spite of the recommendations given by the last audit regarding the handling of receivables, the 
company has not succeeded to implement this recommendation.  
 
Findings  
 
The low level of collecting accounts receivables and their insufficient disclosure   
 
The company was not able to collect the debts from its consumers at a satisfactorily level where 
as a consequence the level of receivables is very high. During the audit, we have concluded that 
the company did not receive sufficient support from its stakeholders to collect the debts.   
After a further testing of the accounts receivable, we have noticed that there is an amount of 
€99,543 which is presented with a negative balance. This amount is specified by mistake as 
advance payment made by customers.  
 
Also, in 2009 the company has written off the costumers debts amounting of €289,125, for which 
the proper disclosures and regulation on the write off of the debts procedures are missing.  
 
Improper handling and assessment of provisions on bad debts  
 
The Financial Statements of the company presented expenditures of bad debts amounting of 
€2,819,699, resulting from uncollected revenues in 2009. Presentation of this amount as a bad 
debt was not in compliance with the KAS and the tax laws in Kosovo. This impacted the 
financial result of the company which is always presented with financial losses.  
 
 
 
 



19 
OFFICE OF THE AUDITOR GJENERAL *St. Gazmend Zajmi no. 59, 10000 Prishtina, 

Tel.: +381(0) 38 2535 217 - FAX: +381(0) 38 2535 219 

 

Conclusion  
 
We conclude that the company did not achieve to ensure a rapport that would be based on the 
accounting standards and applicable tax laws.  
 

 
Recommendation 8 
 

We recommend the Board of RWC Prishtina to:  
� Undertake adequate actions for collection of debts, for which a support is necessary to 

be provided by the Ministry (MFE); 
�   Properly disclose write offs of the accounts receivables in the Financial Statements;  
�   Eliminate the errors with negative balance on the accounts  receivable presented in the 

system; and 
�   Handling the accounts receivable and assessment of the provisions for bad and 

doubtful debts to be in compliance with IAS-KAS and applicable laws.  
 

 
 
3.3.2. Fixed assets  
 
The fixed assets value of the company presented in Financial Statements amount to €59,943,234. 
We have audited the procedures of asset management in terms of receiving, registration, 
safeguard and write off the assets.  
 
Findings 
 
Our audit has disclosed the findings as follows:  
 

� The fixed asset module contains assets which are with less value than €500, which is in 
collision with the Regulation on bookkeeping records of the company. Its total is 
€218,083; 

� In the fixed assets module, the assets are not recorded  according  to their barcodes;  
� Some equipments  have been categorized by mistake; and  
� Write off from the assets registry of the assets disposed or out of use. 
 

Conclusion 
  
Management has not succeeded to employ an asset officer to manage with its assets in 2009, and 
as a consequence, the register of fixed assets indicates a big number of errors. The disclosure of 
assets with a value lower than € 500 and no write offs for the equipments identified as unused 
has resulted to an improper disclosure of the fixed assets.  
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Recommendation  9 
 

We recommend the Board of WRC Prishtina to make sure that :  
� the registration of barcodes takes place in the module for fixed assets and every  

employee to be charged with the assets they have in use;  
� the fixed assets module not to contain equipment with a lower value than €500; and 
� Write off the fixed assets from the asset register identified as inoperable or disposed 

by the commission for inventory check.  

 
 
VIII.4. Internal Control  
 
The good internal control system helps each budget organisation to achieving the determined 
objectives in using much better the public money ensuring a financial reliable reporting.  
 
Our findings and conclusions previously presented from the budget execution of RWC Prishtina 
show that the internal control systems were not designed adequately to preventing the errors and 
irregularities.  
 
Due to the lack of adequate control, there are weaknesses identified in: 
 

� Full implementation of recommendations from the previous audit; 
� Issuing and completing the regulations for internal control functioning required by the 

law on PEs;  
� The regulations issued by the company regarding the financial reporting are not of the 

level as expected and do not provide a financial reporting in compliance with IAS (or 
accepted standards in the country) and the applicable laws in Kosovo; 

� Checking payments process and their certification;  
� Managing water network in some of the villages and in general invoicing process; and  
� Annual staff appraisal and drafting the written internal regulation which would regulate 

appraisal system.  
 
Conclusion  
 
The finding presented above show that the RWC ”Prishtina”  did not achieve to secure a legal 
framework as required by the Law on POEs and to set up proper internal controls that  would 
help companies in achieving their objectives. Further on, the lack of annual performance 
appraisal has left impact on the identification of the shortcomings in the staff appraisal.  
 
In general, we consider that the internal controls were not satisfactory and that the management 
needs to take necessary actions for improvement.   
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Recommendation 10  
 
We recommend the Board of WRC Prishtina to ensure:  

� That the Board of Directors of the company should provide an internal legal 
framework that helps the functioning of internal control providing effective 
management of the company; 

� That the management of company should design and exercise a functioning system of 
internal control requesting accountability and permanent reporting for the tasks and 
responsibility; and 

� To take place annual staff appraisal for the company’s employees.  
 

 
 
VIII.5.  Internal Audit  
 
The Internal Audit office is comprised of only one auditor (office manager of IA).  
 
In 2009, the internal auditor carried out ten (10) audits in different fields related to year 2009.  
These reports had included the period of wages for January – March and November - December, 
parking area, warehouse, receivables, human resources, petty cash, tax, procurement and 
planning and development department.   
 
These reports contain detailed findings, and recommendations for the responsible management to 
improving management and strengthening procedures and internal controls.  
 
Findings  
 
The company did not pay enough attention the well functioning of the internal audit office and 
did not hire the staff needed. Moreover, they did not take the efforts needed to address the 
recommendations given in the internal audit report. 
Also the management did not prepare any action plan for implementation of given 
recommendations by the internal audit that would help internal control function. 
 
The internal audit has included in its work several audit areas but due to insufficient number of 
staff has not been expanded to other important areas with high risk. Thus, the impact of the 
internal audit is not sufficient.  
 
Conclusions 
 
The RWC Prishtina did not pay enough attention to internal audit. The Company did not hire 
sufficient number of staff and did not address as it should the recommendations given by the 
internal audit. This shows that the company did not shoe readiness to improve the situation.  
 
The Internal Auditor had included quite a few fields, but insufficient staff affects the internal 
audit for being extended over other important fields with high risk.  
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Recommendation 11 
 

We recommend the Board of RWC Prishtina to ensure that:  
� The company reviews the possibility to increase the staff number for the internal audit 

office based on the company’s activities and operations;  
� The management produces implementation plans of recommendations that come from 

reports of internal auditor, whereas the audit committee supervises its implementation; 
and  

� The internal auditor determines the priorities for the annual plans based on the risk 
evaluation.  
 

 
 
 
IX. A General Conclusion on Management of the Company  
 
The Board of company has not succeeded to obtain an internal legal framework that will provide 
a necessary basis for a sound and effective management of the company. The lack of this 
framework has also been reflected in the internal control of the company, which has not operated 
properly. Consequently, there is a lack of a good management in invoicing and collection process 
that had caused many errors.  
 
The main problems that the company encountered relate with the funds collections. From the 
period 1999 until 2009 the company did not achieve to collect satisfactorily its funds.  For almost 
80% of uncollected funds the company has created a provision for bad and doubtful debts which 
resulted in that that the financial statements for this period show a financial loss.  
 
This and other weaknesses identified in this report over the revenues, expenditures, cash 
management, asset management and internal control system led us to an general conclusion that 
the further efforts from the Board are necessity to secure proper and qualitative management of 
the company.  
 
Based on the findings included in this report we recommend the Board to revisit its internal legal 
framework and existing policies, and to scrutinize the situation within the areas with highlighted 
weaknesses  as well as to take further recuperating actions which would  help the company to 
meet its intended objectives.  
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Annex 1  
 
Different types of Audit Opinions applied by OAG in the Annual Audit Report 2009 (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. 
 
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.  
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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.  
 
 

Annex2 
 
II. Comments from the audited body and OAG responses   
 
The Management of RWC “Prishtina” has been given the possibility to five comments on a draft 
of this Report. The management has acknowledged our findings and conclusions presented in the 
audit report on the Financial Statements for the year 2009 and have not given any comments.  
 
Further on, they committed themselves to make every effort to address the recommendations 
given. 
 


