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The National Audit Office of the Republic of Kosovo is the 

highest institution of economic and financial control which, 

according to the Constitution and domestic laws, enjoys 

functional, financial and operational independence. The 

National Audit Office undertakes regularity and 

performance audits and is accountable to the Assembly of 

Kosovo.  

Our Mission is through quality audits strengthen 

accountability in public administration for an effective, 

efficient and economic use of national resources.  

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base 

for holding managers’ of individual budget organizations to 

account. We are thus building confidence in the spending of 

public funds and playing an active role in securing 

taxpayers’ and other stakeholders’ interests in enhancing 

public accountability. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Hortikultura JSC 

Publicly Owned Enterprises, in consultation with the 

Assistant Auditor General, Vlora Spanca, who supervised the 

audit. 

The report is a result of the audit carried out by the team 

leader Ganimete Dalloshi and the team member Valmira Jonuzi,  

under the management of the Head of Audit Department 

Enver Boqolli. 

 

 

 
NATIONAL AUDIT OFFICE-St.  Musine Kokollari ,  No. 87,  Prishtina 10000, Kosova  

Tel :  +381(0) 38 60 60  04/1011 
http://zka-rks.org  
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Executive Summary  

Introduction  

This report summarizes the key issues arising from our audit of the 2017 Annual Financial 

Statements of Hortikultura JSC Publicly Owned Enterprise, which determines the Opinion given by 

the Auditor General. The examination of the 2017 financial statements was undertaken in 

accordance with the International Standards on Supreme Audit Institutions (ISSAIs). Our approach 

included such tests and procedures as we deemed necessary to arrive at an opinion on the financial 

statements. The applied audit approach is set out in our External Audit Plan dated 17/11/2017. 

Our audit focus has been on: 

 

The level of work undertaken by the National Audit Office to complete the 2017 audit is determined 

depending of the quality of internal controls implemented by the Management of the Hortikultura 

JSC. 

The National Audit Office acknowledges the Senior Management and Staff of Hortikultura JSC for 

cooperation during the audit process. 

Opinion of the Auditor General 

Adverse Opinion  

The Annual Financial Statements for 2017 do not present a true and fair view in all material aspects. 

For more, please refer to Section 2.1 of this Report.  

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

The Annual Financial 
Statements

Financial 
Management and 

Control

Implementation of 
prior and earlier years 

recommendations 
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Key Conclusions and Recommendations  

 

 

 

The Chief Executive Officer agreed with the audit findings and conclusions, and committed to 

address all given recommendations. 

 

  

The Financial Statements contain 
material misstatements, which are 

spread out in the financial 
statements. These have resulted in 
adverse opinion for AFS of 2017.

The Chairman of the Board should analyse 
the reasons for the adverse opinion for AFS 
of 2017, and undertake actions required to 
enable a true and fair presentation of AFS 

in 2018. (see issues to the basis for opinion).

Regarding Financial Management 
and Control, many weaknesses 
have been identified in all areas.

The Chairman of the Board should 
undertake actions in order  to eliminate 

weaknesses in the FMC (see issues 2 to 14).

Governance arrangements related 
to accountability, management 

reporting and risk management are 
poor. Internal Audit Activity does 
not support developments in these 

areas

The Chairman of the Board should ensure 
that issues arising from the area of General 

Governance, and in particular Internal 
Audit should be addressed with incereased 
responsibility and care (see issues 15 to 19).
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1 Audit Scope and Methodology 

Introduction  

The National Audit (NAO) is responsible for carrying out a Regularity Audit which involves the 

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. 

Audit work undertaken is reflected in risk assessment for the audit of Hortikultura. We have 

analyzed the Hortikultura’s business to the extent to which management controls can be relied upon 

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

the Auditor General (AG’s) opinion. 

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

observations and recommendations in each area of review.  Management’s responses to our findings 

can be found in Annex II.  

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

substantive tests and related governance arrangements to the extent considered necessary for the 

effective performance of the audit. Audit findings should not be regarded as representing a 

comprehensive statement of all the weaknesses which exist, or all improvements which could be 

made to the systems and procedures operated. 
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2 Annual Financial Statements and other External 

Reporting Obligations   

Introduction  

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

accuracy of information recorded in the AFS. AFS have been prepared and signed by the Chief 

Financial Officer and Treasury (CFOT) and the Chief Executive Officer (CEO) and submitted for 

approval to the Board of Directors (BoD). 

AFS approved by BoD incorporates a number of assertions relating to compliance with the reporting 

framework and the quality of information within the AFS.  These assertions are intended to provide 

the Shareholder and wider public with the assurance that all relevant information has been 

provided to ensure that an audit process can be undertaken.   

2.1 Audit Opinion  

Adverse Opinion 

We have audited the AFS of the Hortikultura for the year ended on 31st of December 2017, which 

comprise of the Balance Sheet, Statement of Incomes, Cash Flow Statement, Statement of Changes 

in Equity and the Explanatory Notes.  

In our opinion, due to the effects of the matter described in the paragraph on the Basis for Adverse 

Opinion, the Annual Financial Statements for the year ended on 31st of December 2017 does not 

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

Standards (IAS), International Financial Reporting Standards (IFRS) and Kosovo Laws. The 

Financial Statements have been prepared under the accrual basis of accounting, Law no.03/L-048 

on Public Financial Management and Accountability (as amended and supplemented) and Law 

no.04/L-087 on Publicly Owned Enterprises (as amended and supplemented). 

Basis for Adverse Opinion 

We have created the basis for Adverse Opinion, for the reasons mentioned below: 

1. The amount of retained earnings presented in the AFS of 2017, compared with the amount 

presented in the AFS of 2016 was overstated by €5,408. While, in accounting records of the 

remaining balance of this account was €172,299 respectively €28,418 less than the amount 

presented in the AFS. Such overstatement was made in order to reconcile the statement of 

financial position. 
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2. The Conceptual Framework for Financial Reporting  paragraph 4.4 a), states that: an asset is 

a resource controlled by the economic unit as a result of past events from which future 

economic benefits are expected that will be entered to the economic unit. Respectively 

paragraph 4.6 states that during evaluation, if an item meets the definition of an asset, 

attention should be given to its fundamental content and the economic reality and not just 

its legal form. 

 In order to increase the capacities in Hortikultura, the Municipality of Pristina during 2013-

2017 had executed the purchase of various equipment’s in the amount of €512,772. Although 

these assets were handed over to Hortikultura, and as a result of their use derived economic 

benefits in its direction, the Enterprise had not recorded in its registers. These assets are kept 

in asset registers of the Municipality of Pristina. This happened because this process was not 

preceded by a document (agreement), specifying the obligations and rights of both parties, 

but only a process of handover of these non-circulating assets. 

3. Office space which is owned by the Municipality of Pristina was granted for use to 

Hortikultura, under a temporary use agreement, but the cost of this asset was not 

recognized, measured and registered as asset of Enterprise in accordance with IAS 20. 

4. The cash flow statement does not correctly reflect the amount of cash inflows and outflows. 

Cash inflows compared to accountability records were overstated in the amount of €59,425. 

As far as cash outflows, payments to suppliers were overstated for €8,391, tax payments 

were understated for €1,850, and the item of other payments was overstated for €57,326. 

While, €4,443 were not presented at all as cash outflow. 

5. Explanatory notes does not provide complete and accurate explanatory information on some 

of the items presented in AFS, for more details see subchapter 3.6 

6. In the statement of financial position, the item “capital and reserves” was presented in the 

amount of €117,253, while in the accounting records the Enterprise, except for denomination 

and the value of this item, does not possess information regarding the composition of this 

amount. This was due to the change of accounting program, where analytical evidence was 

not incorporated, but only the remaining balances. 

The overall error on the issues presented in points one to five and the limit of the audit scope 

presented in point six, reaches the amount €789,878 plus an undetermined amount due to non-

evaluation and registration of the amount of office space used by the Enterprise, is material and 

widespread as it affects many elements of AFS’s. 

Our audit was conducted in accordance with International Standards of Supreme Audit Institutions 

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

Responsibilities for the Audit of the AFS’ section of our report. In accordance with the ethical 

requirements that are relevant to our audit of the Annual Financial Statements of Budget 

Organizations and Publicly Owned Enterprises in Kosovo. NAO is independent of the Hortikultura 

and we have fulfilled other ethical responsibilities in accordance with these requirements. We 

believe that the obtained audit evidence is sufficient and appropriate to provide a basis for the 

adverse opinion. 
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Other Issues  

 During 2017, Hortikultura was without Board of Directors and consequently without Audit 

Committee, respectively from November 2014. Further on, Chief Executive Officer, Chief 

Financial Officer and Treasury, Corporate Secretary and Internal Auditor had expired 

contracts during 2015 and who still continue to work. 

 The Annual Financial Statements of Hortikultura for the year ended on 31st of December 

2016 have been audited by a private audit company, which had given qualified opinion due 

to the financial remaining balances of 2015, namely: 1) understatement of property plant and 

equipment for €21,526 and 2) cash and its equivalents are understated for €2,740. 

Responsibility of Management and Persons Charged with Governance for AFS  

The Chairman of the Board of Hortikultura is responsible for the preparation and fair presentation 

of financial statements based on accrual principle in accordance with International Accounting 

Standards (IAS), International Financial Reporting Standards (IFRS) and Kosovo Laws, and is 

responsible for such internal controls as management determines is necessary to enable the 

preparation of financial statements that are free from material misstatement, whether due to fraud 

or error. This includes the application of Law no. 03/L-048 on Public Financial Management and 

Accountability (as amended and supplemented) and Law no.04/L-087 on Publicly Owned 

Enterprises (as amended and supplemented). 

The Chairman of the Board is responsible to ensure oversight of the Hortikultura’s financial 

reporting process.  

Auditor General’s Responsibility for the Audit of the AFS  

Our responsibility is to express an opinion on the AFS based on the audit conducted. The audit was 

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

requirements and plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatements. 

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

accordance with ISSAIs will detect any material misstatement that might exist. Misstatements can 

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

influence the decisions taken on the basis of these AFS. 

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

disclosures in the AFS. The procedures selected depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement in the Financial Statements, whether due to fraud 

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

entity’s preparation of the financial statements in order to design audit procedures that are 

appropriate in the entity’s circumstances, but not for the purpose of expressing an opinion on the 

effectiveness of the entity’s internal control.  
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An audit also includes evaluating the appropriateness of accounting policies used and the 

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

presentation of the financial statements. 

2.2 Compliance with AFS  and other reporting requirements  

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

We considered: 

 Requirements of Law no.03/L-048 on Public Financial Management and Accountability (as 

amended and supplemented); 

 Requirements of the Law no.02/L-123 on Business Organizations; 

 Requirements of the Law no.04/L-087 on Publicly Owned Enterprises (as amended and 

supplemented); 

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

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

 Requirements of the Instruction no.2/2013/MF on the Structure and Content of Annual 

Financial Reports; and 

POEs are also required to prepare the following reports: 

o POE Charter; 

o Business Plan; 

o Quarterly reports; 

o Annual reports; 

o Consumer satisfaction Report; and 

o Draft plan and final procurement plan in time. 

In the draft AFS dated 09/03/2018 some financial adjustments were needed in the statement of 

financial position, income statement, and statement of changes in equity, cash flow statement and 

explanatory notes that were accompanied by material errors. After our suggestions to make the 

necessary actions, Hortikultura had made some adjustments, however it could not eliminate all 

errors. As a result we have identified the findings that we have presented at the basis for the opinion. 

Considering what was said above, the AFS prepared from CEO and CFOT upon the submission to 

the BoD, can be considered to be incorrect. 
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In the context of other external reporting requirements, we have identified the following non-

compliance: 

 Quarterly reports of Hortikultura for 2017 contain only a review of the financial performance 

of the respective quarter, thus meeting only one of the five legal requirements related to the 

content of quarterly reports as required in article 3 of the Law on Publicly Owned 

Enterprises. Further on, due to the lack of the BoD, these reports were unapproved. 

 There are differences between the financial data presented in the 2017 annual report 

compared to the data presented in AFS. 

 The report from measurement of customer satisfaction was not drafted, as required in article 

29 of the Law on Publicly Owned Enterprises. 

 Hortikultura had drafted a business plan in line with legal requirements, however, this plan 

in absence of the BoD and MSC was unapproved. 

2.3 Recommendations related to Annual Financial Statements 

Recommendation 1 The Chairman of the Board should ensure that an analysis is undertaken to 

determine the causes that have led to the giving of Adverse Opinion.  Action 

need to be to address the causes systematically and pragmatically to remove 

errors from the Annual Financial Statements and to ensure a true and fair 

view. 

Further on, the Chairman of the Board should ensure that effective processes 

are in place to confirm that the 2018 AFS production plan formally addresses 

all issues related to compliance. This should also include the review of the 

draft AFS by Management, with specific focus on high risk areas and areas 

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

not be signed by the CEO and CFOT unless all necessary checks have been 

applied before the same are submitted to the BoD. 
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3 Financial Management and Control 

Introduction 

Our work related to Financial Management and Control (FMC), reflects the detailed audit activities 

undertaken on Revenue and Expenditure Systems within Hortikultura. Specifically, Revenue 

management, Expenditures, Assets, Liabilities and Accounts Receivable was in focus of the audit. 

Financial Management and Control Conclusion 

The controls on the overall management of Hortikultura need improvements. Existing budget 

planning processes are not adequate and were not supported by the budget review during this year. 

The lack of contracts for Senior Officers of the Enterprise, the lack of BoD and CA threaten the 

functioning and achievement of Enterprise’s goals. 

Furthermore, expenditure management needs improvements. This because there is no certification 

officer, non-payment of liabilities in time, to the enterprise has caused additional expenditures and 

purchase of supplies without procurement procedure, impact in poor management of expenditures. 

Further on, existing controls in the management of non-circulating assets, accounts receivable, 

liabilities and capital are not adequate. They have prevented the accurate and complete registering 

and reporting of these accounts both in accounting register and in the AFS. 

These and other weaknesses presented in this report should be taken into consideration by BoD, to 

improve financial management and control in Hortikultura. 
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3.1 Business Plan (Revenues and Expenditures) 

We have reviewed the sources of revenues and expenditures planned with the annual business plan 

by economic categories. This is presented in the following table: 

Table 1. Table of Revenues and Expenditures according to annual plan for 2017    (in €) 

Description 
Final 

Planning 
2017 

Outturn 
2016 

Outturn 

Revenues from maintenance and increase of green 
areas in the Municipality of Pristina   

2,432,762 964,615 897,788 

Revenues from cemetery maintenance in the 
Municipality of Pristina 

68,000 61,078 60,527 

Total Revenues 2,500,762 1,025,693 958,315 

Personal Income Expenditures (wages and salaries) 1,204,814 855,339 845,155 

Operating Expenditures 1,029,485 76,358 92,965 

Other expenditures1 40,449 14,600 15,131 

Total Expenditures 2,274,748 946,2972 953,251 

Explanations for changes in planning revenues and expenditures are given below: 

 Planning of revenues from sales/services was significantly higher than the collection of 2016. 

The revenues collected totaled €1,025,693, which in relation with planning are collected less 

for €1,475,069 or 59%. Non-execution of revenue planning in noticed especially in revenues 

from maintenance and increase of green areas in the Municipality of Pristina, where the 

execution of the plan was only 40%. Meanwhile, revenues from cemetery maintenance in the 

Municipality of Pristina are executed 90% of the planned amount. 

 The budget spending in relation to planning was 42%. The highest expenditures had 

occurred in the category of wages and salaries that in total expenditures have a share of 89%. 

The low amount spent in relation to the planned budget was due to a non-realistic planning 

in relation to the needs of the Enterprise. 

                                                      
1 Other expenditures represent: contractual expenditures, expenditures for purchasing computers and printers, bank 

provision expenditures, representation expenditures and daily press expenditures 
2 In contrast to the Statement of Incomes, this does not include depreciation expenditures. 
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Issue  2 – Low Execution of Business Plan 

Finding  In the business plan, Hortikultura had also presented the budget planning for 

2017. The revenues collected are 59% less than the planned amount. This is 

due to the low request for services from the Municipality of Pristina. 

However, the Enterprise did not support this with a budget review where it 

would be reflected in the revenue and expenditures plan, to ensure proper 

management of the Enterprise. 

Risk Poor planning processes, by not taking into consideration the causes that may 

occur during the year, risks that the Enterprise may not achieve objectives 

and cannot cover expenditures by increasing liabilities to suppliers. 

Recommendation 2 The Chairman of the Board should ensure that the business plan is based on 

the Enterprise’s real opportunities and revenue collection is monitored 

systematically and major changes or deviations from the initial plan are 

reflected in a reviewed plan. 

3.2 Statement of financial position (Balance Sheet) 

We have audited the Balance Sheet by testing the account balances, as well as the transactions 

occurring during the year within these accounts. In addition to examining the accounting balance 

of accounts, we have also addressed aspects of compliance with laws and regulations and we have 

provided the following recommendations. 

Table 2: Balance Sheet of Hortikultura on 31st of December 2017 

Assets 2017 2016  Liabilities and Equity 2017  2016  

Cash and cash 
equivalents 

175,294 103,470 Payables  2,109 27,225 

Receivables 186,056 231,223 
Obligations on taxes 
and contributions  

18,143 45,432 

Land, buildings and 
equipment 

47,548 60,526 Charter capital 10,000 127,2533 

   Capital and reserves 117,253  

   Retained Earnings 200,717 190,752 

   Year Earnings 60,675 4,557 

Total Assets 408,898 395,219 
Total Liabilities and 
Equity 

408,897 395,219 

                                                      
3 In the AFS of 2016, owner’s equity and reserve capital were presented in a single item, while in the AFS of 2017 they 

were divided separately. 
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Issue  3 – The evident weaknesses in managing receivables 

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

 The Enterprise has no internal policies for the management of receivables 

as required under article 9 of the Charter of Enterprise. According to the 

contract for maintenance of green areas between Hortikultura and the 

Municipality of Pristina, (article 24.1), the Contracting Authority should 

pay the contractor the amount certified by the project manager within 30 

days from the date of each certificate. If the Contracting Authority makes 

a payment late, the interest for the delay in payment will be paid to the 

contractor. The interest will be calculated from the date on which the 

payment should have been made until the date the payment was made, 

adjusted according to local banks for loans in the construction sector. 

Hortikultura has not managed to collect the amount of funds in the 

amount of €186,057, out of which €135,244 are liability of June 2016 and 

€50,813 liability of December 2017, for which the Municipality of Pristina 

is owed to the Enterprise for the services provided. Further on, the 

Enterprise did not impose penalties and did not recognize the amount of 

interest on the occasion of the payment delays. 

 Further on, during 2017 the Enterprise had given advance payments to 

employees in the amount of €1,440, which are expected to receive from 

them, but this amount was not presented or disclosed in the AFS. 

Risk The lack of internal regulation as well as weak processes of managing 

receivables, such as non-collection of funds and non-application of penalties 

for non-collection of funds for long periods of time, affect in reducing the 

liquidity of the Enterprise and increase the risk of not presenting accurate 

receivables in the statement of financial position. 

Recommendation 3 The Chairman of the Board should issue a regulation on the management of 

receivables, by defining clear procedures and controls and in compliance 

with the applicable standards and rules. Furthermore, the Board needs to 

make a comprehensive analysis of these accounts and in cases when legal 

requirements are met, to apply penalties to customers and they are recorded 

as receivables. It should also ensure that all receivables are presented in the 

AFS. 
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Issue  4 – Poor Management of non-current assets 

Finding  Assets in the amount of €512,772, which the Enterprise has received as a 

donation from the Municipality of Pristina are not registered at all in the 

Enterprise’s accounting registers and furthermore, do not possess an 

agreement specifying the rights and obligations of both parties. Further, there 

are no internal regulation on the management of non-current assets and had 

not appointed an officer for asset management. 

Risk In the absence of an agreement on donated assets, an internal regulation and 

an asset management officer, increases the risk of mismanagement of assets 

and possible misuse of assets. 

Recommendation 4 The Chairman of the Board should ensure that within a short period of time 

to draft an internal regulation on assets management, which will describe all 

procedures for the use of assets (rights and obligations of the staff). Further 

on, to provide a clear agreement with the Municipality of Pristina that will 

define the rights and obligations of parties and take the necessary actions 

regarding the treatment of these assets under IASs. 

Issue  5 - The lack of regulation for the use and cash box management 

Finding  According to article 9 of the Enterprise’s Charter, certain issue that are not 

included in the Charter, can be adjusted with internal regulation. The general 

acts with proposal of the Chief Executive are approved by the BOD. 

The Enterprise had not drafted a regulation for cash box management and 

use, which should be adapted to the needs and requirements of the 

Enterprise, based on the applicable rules. This occurred as a result of not 

assessing the importance of regulation for cash box management and use at 

a time when the Enterprise had BOD, while currently it is absent due to the 

lack of BOD. 

Risk The lack of a regulation that determines the procedures and the way of using 

the cash box, risks the proper management of cash box. 

Recommendation 5 The Chairman of the Board should ensure that a regulation determining the 

procedures and the way of using the cash box is drafted, including the duties 

and responsibilities of the respective officials. 
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Issue  6 – Failure to properly present the liabilities 

Finding  Accounting records should be a reliable source in the compilation of financial 

statements. However, we noticed the following discrepancies: the payables 

presented in the AFS were understated for €1,322, while the current liabilities 

in the amount of €766 we not presented at all in the AFS. Further, although in 

the AFS, tax liabilities and contributions were correctly presented (as in the 

TAK document, “The general situation of the taxpayer”) in accounting 

records these liabilities exist in the amount of €30,253. Further on, in the 

accounting records appear liabilities to employees in the amount of €8,081, 

but in reality the Enterprise during the year had paid all the liabilities to the 

employees. Furthermore, there is a remaining balance with the description 

liabilities to the union, but due to incorrect registrations this amount was on 

the debit side in the amount of €12,830. 

Risk The presence of liabilities in the accounting records for which the Enterprise 

had no obligation to the parties presents inaccurate accounting records, while 

understatement of the liabilities creates inaccuracy in the AFS. 

Recommendation 6 The Chairman of the Board should ensure that the necessary actions are taken 

to correct the accounting records and ensure correct presentation in the AFS. 

Issue  7 – Failure to timely pay liabilities to suppliers 

Finding  Hortikultura had failed to meet the obligations towards the supplier in the 

amount of €2,590. Due to delays in payment (three months), the supplier had 

applied the execution procedure in order to collect funds. This has caused the 

Enterprise additional execution expenditures of €500. Management’s 

explanations are that this has occurred as a result of lack of funds. 

Risk Failure to timely pay the liabilities to suppliers can lead the Enterprise to 

difficult financial positions, even increasing the risk of paying penalties and 

interest for delay. 

Recommendation 7 The Chairman of the Board should take immediate measures to pay the 

invoices by making payment of the invoices within the legal deadlines, in 

order to avoid additional expenditures.  
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3.3 Statement of Income and Expenditures 

Publicly Owned Enterprise Hortikultura has all types of revenues it has generated during the year, 

expenditures, and financial outcome presented in the following statement. 

Table 3: Statement of Income and Expenditures as of 31st of December 2017 

Revenues 2017 2016 

Revenues from sales/services 1,025,693 955,165 

Revenues from donations - 3,150 

Total Revenues 1,025,693 958,315 

Expenditures of Personal Incomes 814,609 845,1554 

Expenditures of employee’s contributions 40,730  

Vehicle Expenditures 5,667  

Expenditures of Park Maintenance 37,994  

Expenditures for maintenance – Auto market 7,845  

Other operational expenditures 24,852 92,9655 

Other administrative expenditures 6,492 15,131 

Depreciation expenditures 11,979  

Expenditures from Interest 8,108  

Total Expenditures 958,276 953,251 

Profit/Loss before taxes 67,417 5,064 

Profit tax 6,742 506 

Profit 60,675 4,557 

                                                      
4 In this amount are included the expenditures of employee contributions. 
5 In 2016 expenditures were accumulated in this item, in contrast that this year they were disclosed for special items.   
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Issue  8 – Evident weakness in revenue management 

Finding  During the testing of revenues executed by the Enterprise we have noticed 

the following deficiencies: 

 According to article 9 of the Enterprise Charter, certain issues that are not 

included in the Charter can be regulated by internal regulations. The 

general acts with the proposal of EC are approved by BoD. The Enterprise 

had not issued any regulation, where it would determine rules and 

conditions for the revenue management of revenues. 

 In the Framework contract between the Municipality of Pristina and 

Hortikultura, for maintenance services of green areas, the total indicative 

amount of the contract was €799,999, allowed deviation plus/minus 30%. 

The Enterprise in July did not manage to charge for the services provided 

in the amount of €14,531, because that the contract value and the allowed 

deviation 30% were met. This occurred as a result of non-assessment of 

the real value of the bid for these services. 

Risk The lack of a regulation that determines procedures, the way of management 

and controls including the officials responsibilities increases the risk that 

revenues are a subject to error or manipulation. While, providing services 

without compensation affects the Enterprise’s financial result. 

Recommendation 8 The Chairman of the Board should issue a regulation on revenue 

management, by determining clear procedures and controls, in accordance 

with applicable standards and rules. Whereas, when preparing the bid for 

maintenance services of green areas, the bid value is in line with the job 

requirement. 
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Issue  9 – Continuing to  work after the contract has expired 

Finding  According to the Labor Law, contract with certain deadlines, have a 

determined period of employment. During our testing, we noticed that the 

contracts of four Senior Officials of the Enterprise: Chief Executive Officer, 

Chief Financial Officer and Treasury, Corporate Secretary and Internal 

Auditor have expired since 2015 and they were working with expired 

contracts. Failure to renew the contracts of these officials occurred due to the 

absence of the Board of Directors. 

Risk The lack of contracts for Senior Officials of the Enterprise, risks the 

functioning and achievement of the Enterprise’s goals. 

Recommendation 9 The Chairman of the Board should ensure that Senior Officials of the 

Enterprise have employment contracts, to ensure the proper functioning of 

the Enterprise. 

Issue  10 – The Procurement Officer without employment contract 

Finding  The legal framework determines that work contract is concluded in writing 

and signed by the employer and the employee. We have noticed that the 

Procurement Officer has no contract since 2010, but only a decision that has 

no deadlines. Further on, in the decision it states, that this decision is the basis 

for the conclusion of the contract but the act of establishing the contractual 

agreement has not happened. That is because that the Enterprise’s 

Management only considered the decision as sufficient. 

Risk The lack of contract for the certain officer risks not adhering to the applicable 

legal framework, even the contracts that this officer signs on behalf of the 

Enterprise can be legally contested. 

Recommendation 10 The Chairman of the Board should ensure that each Enterprise’s employee 

has an employment contract in accordance with the applicable legal and 

procedural requirements. 
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Issue  11 – The lack of procurement activity for hygienic material 

Finding  Publicly Owned Enterprises in the case of purchasing Goods and Services are 

obliged to respect all procedures of the Law on Public Procurement (LPP). 

For supplies with hygienic material, the Enterprise did not develop 

procurement procedures but supplies were carried out without a contract. 

This is due to lack of proper planning. Further on, purchases made without 

relying on the contract and without formal acceptance process do not provide 

assurance for the occurrence and the accuracy of the expenditures. 

Risk Failure to comply with the LPP, risks that public funds for purchases are not 

used transparently and market competition is not considered. 

Recommendation 11 The Chairman of the Board should ensure that purchases of Goods and 

Services are fully in accordance with the Law on Public Procurement in order 

to avoid discrimination or favoring economic operators, and to ensure the 

efficient use of public funds. 

Issue  12 – Irregularities during the tender opening 

Finding  With the decision dated 11.08.2017 for the Bid Opening Committee for Supply 

with Flower Seeds, Soil and  Substratum, three members were appointed for 

the Bid Opening Committee for the respective tender. During examination 

we noticed that in the minutes of bids opening, was signed only by one of the 

members of the commission as well as the procurement officer himself, who 

was not assigned to the bid opening committee. 

Risk Failure to comply with the Bid Opening decision, respectively the lack of 

responsible officials in the opening committee and the participation of the 

Procurement Officer in the commission without being appointed, causes non-

compliance with the Law on Public Procurement. 

Recommendation 12 The Chairman of the Board should ensure that in the process of opening the 

tenders to be involved the persons responsible and appointed by the decision. 

In case of impossibility of implementing the decision, it should reflect the 

changes through repealing and approving another decision. 
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Issue  13 – The lack of Certifying Officer 

Finding  According to the Law on Public Financial Management and Accountability 

(article 14) states: Each Budget Organization, Autonomous Executive Agency 

and Publicly Owned Enterprise should have the Certifying Officer in place. 

The Certifying Officer is responsible to ensure that the applicable terms of a 

public contract are met prior to making or authorizing payments according 

the contract. The Enterprise in its organizational structure had not appointed 

a Certifying Officer. The lack of a Certifying Officer has resulted in weakness 

in financial management and proper allocation of duties. 

Risk The lack of Certifying Officer reduces the effective control and management 

ability to actively monitor the implementation of authorization activities to 

revenues and expenditures. 

Recommendation 13 The Chairman of the Board should make a new structuring of staff by 

establishing the Certifying Officer and secure proper segregation of duties to 

ensure effective controls in payment processing. 

3.4 Statement of Changes in Equity 

In the Statements of Changes in Equity for 2017, special items are presented in accordance with the 

amounts in the Statement of Financial Position and IS: 

Table 4: Capital of the Publicly Owned Enterprise on 31.12.2017 

Description 31 December 2017 31 December 2016 

CAPITAL   

Charter Capital 10,000 127,253 

Reserve Capital  117,253  

Profits/Losses carried forward 200,717 190,752 

Current Year Profits/Loss 60,675 4,557 

Deficiencies associated with the presentation of capital, are presented to the basis for the opinion. 
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3.5 Cash Flow Statement 

Cash Flow Statement provides data on changes in cash during the reporting periods presented, and 

classifies the flow of money through business activities, financial and investment. Information about 

the cash flow of the Enterprise, are useful to give the users of financial statements a cash flow 

assessment. 

Table 5: Cash Receipts and Expenditures 

Description 31 December 2017 31 December 2016 

Net cash from operating activities 71,825 44,207 

Operating Incomes 1,288,800 902,756 

Wages of employees (844,975) (845,155) 

Payment of cash for taxes (172,367) 0 

Payment of cash for suppliers (117,695) (3,478) 

Other payments (81,938) (9,916) 

Net cash from investing activities 0 (10,720) 

Purchase of equipment/machinery/plant 0 (10,720) 

Net cash from financing activities 0 0 

Net change in cash and cash equivalents 71,825 33,487 

Cash and cash equivalents at the beginning 103,470 69,983 

Increase in cash at end of period 31.12.2017 175,295 103,470 

Deficiencies associated with the presentation of the Cash Flow Statement, are presented to the basis 

for the opinion. 
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3.6 Handling of Explanatory Notes 

Explanatory notes provide information on the basis of preparing the financial statements and 

accounting policies required by the IFRS and provide additional information that is not disclosed in 

the Balance Sheet, Income Statement, Cash Flow Statement or Statement of Changes in Equity, but 

are important to understand each one of them. 

 

Issue  14 - Incomplete disclosure of explanatory notes 

Finding  Under IAS 1, explanatory notes should be disclosed systematically as long as 

this is possible. Each item of the financial statements should be referred to the 

relevant information in the notes. 

When analyzing the explanatory notes, the following weaknesses were 

identified: 

 Financial items in the statement of financial position and income 

statement were not disclosed with explanatory notes; 

 Retained earnings were disclosed with differences between 

accounting records and financial statements; 

 No detailed information were presented on the capital reserve 

account; 

 Liabilities were disclosed with differences as they were presented in 

the statement of financial position; and 

 No information regarding contingent liabilities/assets were 

presented, even though there are 12 court cases in a total amount of 

€5,174. 

Risk The incomplete presentation and deficiencies in disclosures have an impact 

on the quality of the financial statements, the uncertainty of the figures 

presented and limit the users of the statements to understand the true and 

fair situation of the financial and business outcome of the enterprise. 

Recommendation 14 The Chairman of the Board should ensure when preparing the AFS, the 

explanatory notes will present all detailed, complete and accurate 

information as required by the accounting standards. 
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4 Progress in implementing recommendations 

The Audit of 2016 AFS of Hortikultura JSC was carried out by a private audit company, which had 

prepared the independent auditor’s report and gave qualified opinion on two issues that we 

referred to on the basis of the opinion (other issue). By the end of 2016, these issues were adjusted 

and reflected in the AFS of 2016, consequently both recommendations were implemented. The 

independent auditor who did the previous audits of Hortikultura JSC, did not prepare a letter for 

the Management (according to the Auditor, there was no issue to raise and recommend any 

improvement). 

Whereas, the audit of 2015 AFS had resulted with unmodified opinion with an emphasis on the 

issues, due to lack of BoD. This lack of BoD exists since 2015 and until now when we are reporting 

(March 2018). The election of BoD is under the competence of the Municipal Shareholder Committee 

and the latter by the Assembly and the Major of Pristina. 

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

II. 

Recommendation 

We have no recommendation in this area. 
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5 Good Governance 

Introduction 

Specific areas of our governance related reviews have been the internal audit, accountability and 

risk management. 

Overall Governance Conclusion  

Following our recommendations in the Audit Memorandum to the intermediate stage, there is some 

progress in terms of managerial reporting and accountability. Although there are still a number of 

weaknesses in governance within Hortikultura, particularly in relation to the lack of a risk 

management plan, the low impact of internal audit in increasing the efficiency in internal controls, 

the lack of audit committee, the lack of code of ethics and the lack of a website for the publications 

of regulations and reports for transparency purposes. 
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5.1 Internal Audit System 

The Internal Audit Unit (IAU) operates with one member of staff - the Head of IAU.  An effective 

audit requires a comprehensive work program that reflects financial and other risks to Hortikultura 

and provides sufficient assurance over the effectiveness of internal control. The impact of Internal 

Audit output should be judged by the importance that management places on addressing 

recommendations. 

 

Issue  15 – Poor functioning of IAU  

Finding  The IAU in the annual audit plan for 2017, had planned 10 audits, out of 

which seven (7) audits were conducted and one out-of-plan audit with the 

request of management were conducted (advisory services). The annual audit 

plan was not based on risks to determine the advantages of the internal audit 

activity in line with organization’s goals. Further on, the plan had covered 

only the 2016 activities and does not include the current activities related to 

2017. Further on, in absence of the Audit Committee this plan was 

unapproved. 

Risk Drafting the annual audit plan without risk based areas and not including 

activities of the current year, impacts in failure to timely identify weaknesses 

of internal controls and their improvements be delayed. 

Recommendation 15 To gain maximum benefit from Internal Audit activity, the Chairman of the 

Board should ensure that an Audit Committee (after selection) critically 

reviews Internal Audit plans, to confirm that they are based on risk and 

include activities of the current year. 

Issue  16 – The lack of Audit Committee 

Finding  It is a requirement of the Law on Publicly Owned Enterprises (article 24) for 

an Enterprise to have an Audit Committee, which has its own authorizations 

deriving from the law, among others has the authority to instruct the internal 

audit officer to perform duties and actions that are within the scope of IA’s 

competences. The Audit Committee (AC) was not functional since November 

2014. This is because not appointing of BOD by the Shareholder. 

Risk The lack of Audit Committee exposes the Enterprise to many risks which 

would prevent or reduce them considerably through its supervisory activity 

toward the AC work. 

Recommendation 16 The Chairman of the Board should elect the Audit Committee as soon as 

possible, to perform its duties in the function of law enforcement and 

strengthen internal controls in the Enterprise. 
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5.2 Management Reporting, Accountability and Risk Management 

Accountability as a process is the acceptance of responsibilities, holding persons into account for 

their actions and disclosing results in a transparent way. Whereas, risk management is a process 

related to identification, analysis, evaluation and actions/measures taken by the Management to 

control and respond to risks threatening the Organization. 

Although, the Management have implemented a number of internal controls to ensure that systems 

operates as intended, we have noticed that the measures applied are poor and ineffective and do 

not provide an effective and timely response to the identified operational problems. 

 

Issue  17 – Risk management system 

Finding  Hortikultura has not made concrete steps towards establishing a risk 

management system, it had not developed the risks register in order to 

identify and reduce them to an acceptable level. 

Risk Failure to prepare risks register impacts that management not to identify and 

manage the risks that affect the achievement of the organization’s objectives. 

Recommendation 17 The Chairman of the Board should ensure that it has developed the 

operational and financial risks register, as tools that test the effectiveness of 

the financial management and control system, in support of their work 

objectives. 

Issue  18 – The lack of Code of Ethics 

Finding  According to article 35 of Law 03/L-087 on POE’s, all POEs should prepare, 

approve and implement a mandatory Code of Ethics and Corporate 

Governance. The Code of Ethics and Corporate Governance commits the POE 

to the implementation of the highest standards of conduct and business 

practices. During the audit, we found that Hortikultura has not yet managed 

to prepare and not even approve the Code of Ethics. According to them, they 

apply the Code of Ethics and Corporate Governance for Publicly Owned 

Enterprises of the Ministry of Economic Development, however none of the 

Directors and Officers of Hortikultura had applied article 1.5 of this Code, 

which requires from each Director to sign this Code. 

Risk The lack of Code of Ethics risks the non-implementation of high standards of 

conduct by staff and management of the Enterprise. 

Recommendation 18 The Chairman of the Board should ensure that the necessary measures are 

taken to draft and approve a Code of Ethics according to the requirements of 

the Law on POEs and to be signed by all directors of the Enterprise. 
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Issue  19 – Failure to publish documents on the website 

Finding  Article 34.2 of the Law on Publicly Owned Enterprises requires that a full and 

current copy of all regulations of POEs are published and maintained in a 

website publicly accessible, which is maintained by the POE. Further on, it is 

required to publish: business plan, quarterly and annual reports. 

Hortikultura has still not created a website to publish its regulations and 

reports for transparency purposes. 

Risk Failure to publish the Enterprise regulations on a website creates non-

compliance with the Law and lack of transparency required. 

Recommendation 19 The Chairman of the Board should create a website of the Enterprise and 

publish all regulations, reports and documents required by the Law on 

Publicly Owned Enterprises, for the purpose of transparency to the public. 
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Annex I: Explanation of the different types of opinion 

applied by NAO  

(Extract from ISSAI 200) 

Form of opinion 

147. The auditor should express an unmodified opinion if it is concluded that the financial 

statements are prepared, in all material respects, in accordance with the applicable financial 

framework. 

If the auditor concludes that, based on the audit evidence obtained, the financial statements as a 

whole are not free from material misstatement, or is unable to obtain sufficient appropriate audit 

evidence to conclude that the financial statements as a whole are free from material misstatement, 

the auditor should modify the opinion in the auditor’s report in accordance with the section on 

‘Determining the type of modification to the auditor’s opinion’. 

148. If financial statements prepared in accordance with the requirements of a fair presentation 

framework do not achieve fair presentation, the auditor should discuss the matter with the 

management and, depending on the requirements of the applicable financial reporting framework 

and how the matter is resolved, determine whether it is necessary to modify the audit opinion. 

Modifications to the opinion in the auditor’s report 

151. The auditor should modify the opinion in the auditor's report if it is concluded that, based on 

the audit evidence obtained, the financial statements as a whole are not free from material 

misstatement, or if the auditor was unable to obtain sufficient appropriate audit evidence to 

conclude that the financial statements as a whole are free from material misstatement. Auditors may 

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

opinion. 
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Determining the type of modification to the auditor’s opinion 

152. The decision regarding which type of modified opinion is appropriate depends upon: 

 The nature of the matter giving rise to the modification – that is, whether the financial 

statements are materially misstated or, in the event that it was impossible to obtain sufficient 

appropriate audit evidence, may be materially misstated; and 

 The auditor’s judgment about the pervasiveness of the effects or possible effects of the matter 

on the financial statements. 

153. The auditor should express a qualified opinion if: (1) having obtained sufficient appropriate 

audit evidence, the auditor concludes that misstatements, individually or in the aggregate, are 

material, but not pervasive, to the financial statements; or (2) the auditor was unable to obtain 

sufficient appropriate audit evidence on which to base an opinion, but concludes that the effects on 

the financial statements of any undetected misstatements could be material but not pervasive. 

154. The auditor should express an adverse opinion if, having obtained sufficient appropriate audit 

evidence, the auditor concludes that misstatements, individually or in the aggregate, are both 

material and pervasive to the financial statements. 

155. The auditor should disclaim an opinion if, having been unable to obtain sufficient appropriate 

audit evidence on which to base the opinion, the auditor concludes that the effects on the financial 

statements of any undetected misstatements could be both material and pervasive. If, after accepting 

the engagement, the auditor becomes aware that management has imposed a limitation on the audit 

scope that the auditor considers likely to result in the need to express a qualified opinion or to 

disclaim an opinion on the financial statements, the auditor should request that management 

remove the limitation. 

156. If expressing a modified audit opinion, the auditor should also modify the heading to 

correspond with the type of opinion expressed. ISSAI 170519 provides additional guidance on the 

specific language to use when expressing a modified opinion and describing the auditor’s 

responsibility. It also includes illustrative examples of reports. 

Emphasis of Matter paragraphs and Other Matters paragraphs in the auditor’s report 

157. If the auditor considers it necessary to draw users’ attention to a matter presented or disclosed 

in the financial statements that is of such importance that it is fundamental to their understanding 

of the financial statements, but there is sufficient appropriate evidence that the matter is not 

materially misstated in the financial statements, the auditor should include an Emphasis of Matter 

paragraph in the auditor’s report. Emphasis of Matter paragraphs should only refer to information 

presented or disclosed in the financial statements. 
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158. An Emphasis of Matter paragraph should: 

 be included immediately after the opinion; 

 use the Heading “Emphasis of Matter” or another appropriate heading; 

 include a clear reference to the matter being emphasized and indicate where the relevant 

disclosures that fully describe the matter can be found in the financial statements; and 

 indicate that the auditor’s opinion is not modified in respect of the matter emphasized.  

159. If the auditor considers it necessary to communicate a matter, other than those that are 

presented or disclosed in the financial statements, which, in the auditor’s judgment, is relevant to 

users’ understanding of the audit, the auditor’s responsibilities or the auditor’s report, and provided 

this is not prohibited by law or regulation, this should be done in a paragraph with the heading 

“Other Matter,” or another appropriate heading. This paragraph should appear immediately after 

the opinion and any Emphasis of Matter paragraph. 
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Annex II: Progress in implementing recommendations of prior and earlier years  

Audit Component Recommendations carried forward from 2015 Implemented 
during 2017  

Under implementation 
during 2017 

Not 
implemented 

Good Governance The Enterprise Hortikultura JSC, since September 2014 has 
no board of directors as they have not yet been selected by 
the Municipal Assembly of Pristina as required by the Law 
on Publicly Owned Enterprises in Kosovo. Consequently 
some of the Board’s decisions could not be taken during the 
reporting period. 

  No 

Audit Component Recommendations given in 2016 Implemented Under implementation Not 
implemented 

Financial 
Statements 

Net value of property, plants and equipment is €60,526. 
Property, plants and equipment increased on January 1, 2016 
for the amount of €21,526 for errors in registrations and 
presentations in previous years. Consequently, the net value 
of property, plant and equipment at December 31, 2015 is 
understated by €21,526, as well as depreciation expenditures 
are overstated and do not match the current expenditure that 
should have been presented. 

Yes   

Financial 
Statements 

The value of cash and equivalents at December 31, 2015 is 
€69,983. In this amount the bank account that is dedicated for 
UNDP donations has not been reflected, from which it has 
derived that cash and cash equivalents are understated for 
€2,740 at December 31, 2015. While in 2016, all these 
information are presented in order (both as revenue and 
expenditure). 

Yes   
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Annex III: Confirm Letter 

 

 

 


