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The National Audit Office of the Republic of Kosovo is the highest 

institution of financial control, which for its work is accountable to 

the Assembly of Kosovo.  

Our Mission is through quality audits to 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 organisations to account. 

We are thus building confidence in the spending of public funds 

and playing an active role in securing taxpayers’ and other 

stakeholders’ interests in enhancing public accountability.  

This audit is carried out in line with the International Standards of 

Supreme Audit Institutions and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Kosovo Customs in consultation 

with the Assistant Auditor General, Qerkin Morina, who 

supervised the audit. 

The report issued is a result of the audit carried out by Blerina 

Krasniqi (Team leader), Ariana Berisha Rexhëbeqaj and Leonora 

Hasani (Team members) under the management of the Head of 

Audit Department, Blerim Kabashi.   

 

 

 
NATIONAL AUDIT OFFICE- Address: Str. Ahmet Krasniqi no 210, Arbëria, Prishtina 10000, Kosovo 

Tel: +383(0) 38 60 60 04/1011 
http://zka-rks.org  

 

http://zka-rks.org/


ZYRA KOMBËTARE E AUDITIMIT - NACIONALNA KANCELARIJA REVIZIJE  - NATIONAL AUDIT OFFICE 

 

 3 

 

TABLE OF CONTENTS  

 

Executive Summary .............................................................................................................. 4 

1 Audit Scope and Methodology ................................................................................... 6 

2 Annual Financial Statements and other External Reporting Obligations ............ 7 

3 Financial Management and Control .......................................................................... 9 

4 Good Governance ....................................................................................................... 17 

5 Progress in implementing recommendations ......................................................... 18 

Annex I: Explanation of the different types of opinion applied by NAO .................. 22 

Annex II: Confirmation Letter .......................................................................................... 24 

 

  



ZYRA KOMBËTARE E AUDITIMIT - NACIONALNA KANCELARIJA REVIZIJE  - NATIONAL AUDIT OFFICE 

 

 4 

Executive Summary  

This report summarises the key issues arising from our audit of the Kosovo Customs for 2018, which 

includes the Opinion of the Auditor General on Annual Financial Statements. Examination of 2018 

financial statements was undertaken in accordance with the International Standards of Supreme 

Audit Institutions (ISSAIs). Our approach included tests and procedures that were necessary to 

arrive at an opinion on the financial statements. The applied audit approach is set out in the External 

Audit Plan submitted on 25.10.2018.    

Our audit focus has been on: 

 

The level of work undertaken to carry out the audit was determined depending on the quality of 

internal controls implemented by the Management of Customs.    

Opinion of the Auditor General 

Unmodified Opinion  

The Annual Financial Statements for 2018 present a true and fair view in all material aspects.  

For more details, refer to Section 2.1 of this report.  

Annex I explains different types of Opinions in line with ISSAIs. 

 

 

 

Annual Financial 
Statements

Financial 
Management and 

Control

Implementation of 
recommendations 
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Key Conclusions and Recommendations  

 

 

 

 

 

Director General has agreed with audit findings and conclusions and has committed to address all 

given recommendations.  

 

The AFS production process was 
managed according to the 

applicable legislation 

We have no recommendation in this area. 

Project planning in inadeqaute 
codes continues to be presented as 

a weakness. 

The General Director should ensure that an 
effective system of planning / project 

classification has ben set (see issue B1). 

A number of weaknesses continue 
to be present in the aear of 

revenues, personnel and accounts 
receivable. 

The General Director should  strengthen 
controls in all the areas where weaknesses 

were idetified (see issue B2 - B5). 

The response to prior year 
recommendations is not sufficient, 

which resulted in repetition of 
weaknesses and similar 

deficiencies. 

The General Director should ensure that 
prior audit year recommendations are 

proactively addressed with key 
issues/progress reported to senior 

management on a regular basis (see 
Chapter 5). 

Governance arrangements related 
to accountability, risk management  

and mangement reporting are 
good, but the Audit Committee 

should be more active in treatment 
of audit issues. 

The General Director should suggest 
priority issues to be handled by AC in order 
to ensure that the role and mission of AC is 

being accomplished (see issue A2).
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1 Audit Scope and Methodology 

The Audit involves examination and evaluation of Financial Statements and other financial records, 

as follows: 

 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;  

 Whether the internal controls and internal audit functions are appropriate and efficient; and 

 Whether appropriate actions have been taken for implementation of audit 

recommendations.  

Audit work undertaken is based on risk assessment. We have analysed Kosovo Custom’s business, 

the level of reliance on management controls, in order to determine the level of detailed testing 

required to provide the necessary evidence and that support the opinion of the AG. 

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

substantive tests, as well as 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 that may exist, or of all improvements that could be 

made to the systems and procedures operated.  

The following sections provide a detailed summary of our audit findings and recommendations in 

each area of review.  Management’s responses to our audit results can be found in Annex II.  
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2 Annual Financial Statements and other External 

Reporting Obligations   

Introduction  

Our audit of the Annual Financial Statements (AFS) considers both compliance with the reporting 

framework and the quality and accuracy of information presented in the AFS, including the 

declaration made by the Chief Administrative Officer and Chief Financial Officer. 

The declaration on presentation of AFS includes a number of assertions relating to the compliance 

with the reporting framework and the quality of information within the AFS. These assertions 

intend to provide assurance to the Government that all relevant information has been provided to 

ensure that an audit process can be undertaken.   

2.1 Audit Opinion  

Unmodified Opinion 

We have audited the AFS of the Kosovo Customs for the year ended on 31st of December 2018 which 

comprise of the Statement of Cash Receipts and Payments, Budget Execution Statement, Disclosure 

and other accompanying reports.  

In our opinion, the Annual Financial Statements for the year ended on 31st of December 2018 present 

a true and fair view in all material respects in accordance with International Public Sector 

Accounting Standards (according to cash based accounting), Law no. 03/L-048 on Public Financial 

Management and Accountability (as amended and supplemented) and Regulation MoF no. 01/2017 

on Annual Financial Reporting by Budget Organisations.  

Basis for the opinion 

The audit is carried out 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. We believe that the obtained audit 

evidence is sufficient and appropriate to provide a basis for the opinion.    

Responsibility of Management for AFS  

The Director General of Kosovo Customs is responsible for the preparation and fair presentation of 

financial statements in accordance with International Public Sector Accounting Standards – 

Financial Reporting under the Modified Cash based Accounting and for such internal control as 

management determines is necessary to enable the preparation of financial statements that are free 
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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).  

The Minister of Finance and General Director of Kosovo Customs are responsible to ensure the 

oversight of the Custom’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 our audit. We conducted our audit 

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 every material misstatement that might exist. Misstatements may 

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 AFS, 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.  

An audit also includes evaluating the appropriateness of accounting policies used and the 

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

presentation of the financial statements. 

2.2 Compliance with AFS  and other reporting requirements  

Kosovo Customs (KC) is required to comply with a specified reporting framework and other 

reporting requirements. We considered: 

 Compliance with MoF Regulation no. 01/2017 on the Annual Financial Reporting of Budget 

Organisations; 

 Requirements of LPFMA no. 03/ L-048, (as amended and supplemented); 

 Compliance with Financial Rule no. 01/2013 on Spending of Public Money, Financial Rule 

no. 02/2013 on Management of Non-financial Assets and Rule no. 02/2013 on Reporting of 

Unpaid Obligations;  

 Requirements of Law no. 06/l-020 on the Budget of the Republic of Kosovo for 2018;  

 Action Plan on implementation of recommendations;  
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 Requirements of Financial Management and Control (FMC) procedures; and  

 Draft plan and final procurement plan in time.  

In the context of the AFS we have no issues to raise.  

DECLARATION MADE BY KOSOVO CUSTOMS MANAGEMENT  

Given the above - the Declaration made by the Chief Administrative Officer and Chief Financial 

Officer when the draft AFS are submitted to the Ministry of Finance can be considered to be correct 

and fair.  

2.3 Recommendations related to Annual Financial Statements 

We have no recommendations related to the AFS.  

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 Budget Organisations. Specifically, we 

have handled budget management, revenues, procurement, human resources as well as assets and 

liabilities. 

Financial Management and Control Conclusion 

Our audit has highlighted the existence of some compliance weaknesses related to the 

implementation of regulations and inadequate management oversight regarding personnel area. 

Also, as a consequence of inconsistent compliance of regulations, the area of revenues continues to 

be followed by weaknesses and deficiencies in their management.  

3.1 Budget Planning and Execution 

We have considered the sources of budget funds and spending of funds by economic categories. 

This is highlighted in the following tables: 
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Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 
Final 

Budget1 
2018 

Outturn 
2017 

Outturn 
2016 

Outturn 

Sources of Funds   9,056,651 9,367,650 8,757,325 8,490,434 7,838,762 

Government Grant -Budget  9,056,651 9,367,650 8,757,325 8,490,434 7,838,762 

The final budget is higher than the initial budget by €310,999. This increase is a result of Government 

decisions.  

In 2018, KC has spent 93% of the final budget or €8,757,325, with a decrease of 3% compared to 2017. 

Table 2. Spending of funds by economic categories - (in €)  

Description 
Initial 

Budget 
Final 

Budget 
2018 

Outturn 
2017 

Outturn 
2016 

Outturn 

Spending of funds by 
economic categories 

9,056,651 9,367,650 8,757,325 8,490,434 7,838,762 

Wages and Salaries 5,423,313 6,152,323 6,152,323 5,654,921 5,587,296 

Goods and Services  2,294,963 2,369,963 1,821,889 1,924,564 1,565,043 

Utilities 193,375 136,475 102,579 107,510 96,595 

Capital Investments  1,145,000 708,889 680,534 803,439 589,828 

Explanations for changes in budget categories including reasons and their impact are given below: 

 The increase in the budget for Wages and Salaries was €729,010. This was as a result of the 

increase with Government decisions, initially by €121,539 with decision No. 02/70 dated 

19.10.2018, and then increase at the end of the year in the amount of €607,471 with Decision 

No. 07/80 dated 18.12.2018. Budget execution in this category was 100%. 

 Despite the increase in the budget for Goods and Services for €548,074 during the year, only 

77% of the budget was spent. Non-execution of budget was due to the failure of procurement 

procedures in some projects such as: supply with bulletproof vest, supply of information 

technology equipment and computers, supply with banderols for flour, supply with one part 

of uniforms, etc. Whereas, in some positions such as, vehicle maintenance and insurance, 

renting, training abroad etc., there were budget savings. 

 The Utilities budget was reduced by €56,900 with Government decision no. 08/76 dated 

21.11.2018. These funds were presented as savings as some of the Utilities were covered by 

the Ministry of Public Administration.  

 The initial budget in the category of Capital Investments was €1,145,000. Whereas, on the 

request of MoF and Government decision no. 02/70 and no. 07/80, three (3) projects were 

removed/cancelled, such as: (a) Kosovo Customs software system according to standards, 

                                                      
1 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
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(b) System of bar code confirmations, and (c) Renovation of customs facilities. These projects 

were foreseen in 2017 and were likewise removed under a budget review. 
 

Issue B1 – Budget misclassification   

Finding  International Accounting Standards to define intangible assets require that 

for them to be recognized as such, the asset should be identifiable and under 

the control of the organisation. The chart of accounts approved by Treasury-

MoF has been built based on these standards and serves organisations for 

expenditure classification. 

Customs paid for the contract “Supply with licenses for AW, BI and 

Development” in the amount of €195,974 and it was effected from the 

category of Capital Investments, namely from economic code 31680, treating 

it as intangible asset, although it did not meet the criteria to be recognized as 

such. The payment was made for equipment, licenses, guarantees and 

maintenance and training costs, which were expenditures with servicing 

character and should have been classified in Goods and Services. This was 

due to improper planning of these expenditures in the 2018 budget 

Risk Classification and incorrect reporting of expenditures affects the 

overestimation of Capital Investments and underestimation of Goods and 

Services, and leads to a misunderstanding of financial statements. 

Recommendation B1 The Director General should ensure more effective controls securing 

adequate planning and classification of projects based on accounting 

standards and chart of accounts approved by Treasury-MoF. 

3.1.1 Revenues  

In general, Kosovo Customs has a very effective system in revenue management. Customs revenues 

planned by the Government of Kosovo for 2018 are €1,175,000,000, while gross revenues collected 

were €1,135,015,816, returns were €4,231,318, and net revenues were €1,130,784,498. 

Despite the fact that state fiscal policies, Stabilization and Association Agreement (SAA) and 

restrictions on vehicle import have produced negative effects on tax collection, KC has achieved a 

very good performance, collecting 96.6% of planned revenues.  
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Table 3. Revenues collected and returns per economic codes in the last three years (in €)  

Description  Amount 2018 Amount 2017 Amount 2016 

Border excise  403,472,321 419,968,063 390,905,186  

Domestic excise  15,430,847 12,311,278 12,374,036  

Import customs  123,747,924 125,992,685 129,931,679  

Border VAT – Customs  585,888,724 557,775,781 514,339,311  

Anti damping measures  1,976,199 330,197 0,00 

Taxes and other fees   483,324 516,693 548,759  

External customs control  2,016,952 2,266,388 1,832,084  

Customs offences  1,000,812 1,095,533 906,347  

Banderols 357,265 359,736 382,567  

Revenues from the sale of goods  408,175 269,983 198,689  

Court revenues  233,273 210,772 0,00 

Fast-Customs  0,00 0,00 707  

Excise return  -3,410,461        -7,590,977 -5,758,537  

Customs duties return  -207,704          -281,883 -489,407  

VAT return  -472,404        -1,027,722 -1,094,227  

Other customs duties return  -140,749 -243,512 -34,756  

Net revenues  1,130,784,498 1,111,953,015 1,044,042,438 

We have analysed the revenue management process when importing goods and when determining 

the customs value. Customs value refers to the value of imported goods and is used to calculate 

customs duties on import and taxes.   

Most of the imports are evaluated based on the transaction value (contract/invoice price), however, 

if it is not possible to use the transaction value, there are five other valuation methods that can be 

used in sequence. 

We tested the revenues from the Value Added Tax (VAT), Excise and Customs, in testing samples 

for compliance purposes with legislation, we have seen that in three tariff codes, the methods were 

not used chronologically according to the requirements of the Customs and Excise Code,  but this 

has not had any effect on revenues, with the following samples resulting with effect on revenues: 
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Issue B2 – Deficiencies in calculation of customs basis and non-application of uniform prices in 

re-evaluation of goods for tax purposes  

Finding  According to Article 71, paragraph 2 of AI No. 11/2009 on the 

Implementation of the Customs and Excise Code, if neither imported goods 

nor identical nor similar imported goods have been sold at the time or within 

a short period of time, the customs value of imported goods determined 

under this Article shall be based on the price per unit, according to which the 

imported or identical or similar goods have been sold in Kosovo which are 

evaluated, but before the expiration of 90 days after such import. 

Customs officers have not taken into account this AI requirement when 

determining the customs value of imported goods in two cases: in item 

import - tariff code 6109100000 (adult cotton T-shirts) and import of item tariff 

code 6807100000 (material for insulation-condensation), imported under the 

same terms (business, country of origin, exporting country, description and 

conditions of same delivery), at different time periods, have been estimated 

at different values/prices for the purposes of calculating the customs duties. 

Details for each of these cases are described below: 

a. In the Single Administrative Document (SAD) number 2020-34647, dated 

21.06.2018 and with tariff code 6109100000, the transaction/invoice value was 

accepted for the calculation of customs duties, which was €2,500 for 2600 

pieces. While, in the SAD number 2020-45169 dated 04.08.2018 and with tariff 

code 6109100000, the value of the transaction/invoice was not accepted for 

calculation of customs duties, which was €1,835 per 1900/pieces, but the price 

of items has been re-evaluated. In making re-evaluation, the value increased 

to €2,850, where the average price is 1.50 cents/piece. Due to the difference 

in the evaluation/item price, the company was charged with fewer customs 

duties by €417 in the first import with transaction value in the amount of 

€2,500. 

b. In SAD with number 2040-24734, dated 06.09.2018 and with tariff code 

6807100000 (condensation and insulation material), the transaction/invoice 

value was not accepted for calculation of customs duties, which was €4,830 

but the price of items has been re-evaluated. In making re-evaluation, the 

value increased to €11,597, where the average price is 1.99 cent/meter. While, 

in SAD with the number 2040-28112, dated 06.10.2018 and with tariff code 

6807100000, the value of the transaction/invoice was accepted for calculating 

the customs duties which was €4,617 and has not been re-evaluated. Due to 

the difference in the evaluation/item price, the company was charged with 

fewer customs duties by €958. 

Regarding these cases the Customs has taken actions through post-import 

controls and have corrected the previous evaluation of customs base.       
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This occurred due to the large volume of cases handled by one customs officer 

and due to his inability to assess customs declarations with greater care. 

Risk Deficiencies in the calculation of the customs basis and non-application of 

uniform prices when re-evaluating the customs basis results in an unequal 

treatment of importers as well as in decrease of customs revenues.  

Recommendation B2 The Director General should ensure that actions are taken to enable a fair 

process of evaluation of customs duties, unification of customs value and 

equal treatment of importers. 

3.1.2 Wages and Salaries 

The final budget for the category of Wages and Salaries for 2018 was €6,152,323, which was spent 

100%. 

Kosovo Customs is responsible for the implementation of personnel procedures in accordance with 

the Law on Civil Service. We have tested a number of samples to ensure that the actions taken in 

this area are in line with the relevant legislation (Customs code). 
 

Issue A1 – Failure to update employment contracts under Administrative Instruction No. 36/2016  

Finding  Administrative Instruction No. 36/2016 on salaries, allowances and bonuses 

applicable to Kosovo Customs which entered into force on 01.01.2017 

determines the basic salary, allowances, bonuses and other compensations 

foreseen for customs officers. 

In five samples tested, we have noticed that the employment contracts of 

customs officers have not been updated according to the ranks specified 

under relevant instruction. 

This occurred because Kosovo Customs has not deemed it necessary to 

update contracts according to the new instruction, because as necessary, the 

relevant additional decisions were attached to the current contracts.  

Risk Failure to update employment contracts in line with the applicable 

Instruction could result in failure to meet the objectives set out in the new 

rules and could risk irregular application of ranks of customs officers and 

salary multipliers.  

Recommendation A1 The Director General should ensure that all necessary actions are taken to 

update the employment contracts of customs officers in accordance with the 

Instruction in force, taking into account the implication of the new Law on 

Salaries. 
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Issue B3 – High number of unstaffed positions  

Finding  According to AI no. 39/2017 on the Organisational Structure of Kosovo 

Customs and the Budget Law for 2018, Kosovo Customs has 642 approved 

positions.  

Currently, KC has 583 employees, while 59 other positions have remained 

vacant, 18 of them are management positions.  

This situation was due to cancelling of some vacancies and the development 

of recruitment processes initially through internal promotions from top 

down.  

Risk Failure to fill certain positions with adequate candidates, can negatively affect 

development of operational activities and achievement of objectives of 

Customs. 

Recommendation B3 The Director General should ensure a more dynamic process of staffing 

management positions with regular recruitments so that managing is more 

efficient and organisational structure completed. 

3.1.3 Goods and Services, and Utilities  

The final budget of Goods and Services in 2018 was 2,369,963, out of which €1,821,889 or 77% of 

budget were spent. Those relate to supply with information technology maintenance, bank 

provisions, office supply, other contracting services, renting for facility as well as per diems and 

official trips.  

Final budget for Utilities in 2018 was €136,475, out of which €102,579 of budget was spent. Included 

here are expenses for electricity and telephone.   

Recommendations 

We have no recommendations in this area.  

3.1.4 Capital Investments  

The final budget of Capital Investments was €708,889, out of which €680,534 or 96% of budget were 

spent in 2018. Those mainly  relate to software and information technology equipment.  

Recommendations 

We have no recommendations in this area.  
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3.2 Capital and non-capital assets  

The net value of capital assets over €1,000 in the KC accounting register was €3,746,610, while the 

net value of non-capital assets under €1,000 was €394,932. We have reviewed whether the 

registration process and the manner of keeping records is in compliance with the requirements of 

the MoF Regulation No. 02/2013 on the Management of Non-financial Assets of Budget 

Organisations. Our tests carried out in this category disclosed that asset management and reporting 

is done in accordance with the legislation.  

Recommendations  

We have no recommendations in this area.  

3.3 Receivables  

KC has established an internal control system for managing accounts receivable. They are managed 

and controlled by the debt management sector, responsible for dealing with debts. Despite KC 

efforts to collect debts incurred during the year and previous years debts, their value still continues 

to be high. In 2018, their value was €43,752,863, which is higher by €1,869,197 compared with 2017. 

This has happened because businesses had challenged their liabilities by indicting KC for unfair 

charges. This has led to the impossibility of collecting debts through enforcement, as legally these 

disputes are to be solved in court. Given that court handling requires time and KC has no impact 

on speeding up procedures, the issue continues to be a challenge for many years.  

Recommendations  

We have no recommendations in this area.  

3.4 Outstanding liabilities   

The statement of liabilities not paid to suppliers at the end of 2018 was €17,693. These liabilities are 

carried forward to be paid in 2019. We tested the quarter reports of liabilities, invoices of liabilities 

presented in AFS, as well as in the suppliers’ ledger for the last two months of 2019. Our tests in this 

category confirm that management and liabilities reporting is done in compliance with legislation.  

Recommendations  

We have no recommendations in this area.  
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4 Good Governance 

Good Governance implies basic principles of accountability, effectiveness of controls, risk 

management, independence of internal audit, coordination of NAO with internal audit and good 

governance with public assets. 

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

demonstrates that Management are seeking to develop existing processes and controls. The level of 

compliance with FMC requirements by Budget Organisations is monitored by the self-assessment 

checklists completed by all BOs, which are submitted at the end of the year to the Ministry of 

Finance. 

Specific areas of our governance-related reviews have been the accountability and risk management 

process, while the other components are handled within the chapters or subchapters above.  

Overall Governance Conclusion  

In general, KC has good controls in relation to its legal obligations. Financial management and 

control has proved a good process of review and assurance in the implementation of legislation and 

other control processes. 

Governance in Kosovo Customs in the area of management reporting and accountability as well as 

in risk management reflects a positive situation. Customs has timely drafted the implementation 

plan for recommendations, but progress is not sufficient. The Audit Committee did not function 

during 2018 to push the implementation of recommendations. In this year too, KC fulfilled the 

request regarding the submission of the self-assessment questionnaire. The comprehensive 

development strategy of the institution for 2017-2019, the risk management plan and the risk 

monitoring plan have been drafted by KC.  

4.1 Internal Audit System 

KC has a functional internal audit system that constitutes an important segment of controls in 

general. The Internal Audit Unit (IAU) operates with three members – the Head of IAU and two 

auditors. IAU has drafted a strategic and annual plan where nine (9) audits were planned during 

2017. This unit has fully met the planning by making concrete recommendations for the 

improvement and functioning of internal controls. Unlike 2017, in 2018, there was a bigger initiative 

on the part of management to address the IAU recommendations. 

The Audit Committee is established within the Ministry of Finance and covers all its agencies, 

including KC. AC for 2018 held only two meetings, not being sufficiently functional. 

Recommendations  

We have no recommendations in this area.  
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4.2 Management Reporting, Accountability and Risk Management 

In order to have a proper planning, supervise the activities on a regular basis and allow effective 

decision-making, the Management needs to have regular reports. 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 Organisation. 

KC is an agency within the Ministry of Finance. The KC’s AFS are consolidated within MoF AFS. 

To ensure an effective financial management it requires an effective consolidation and reporting 

process in time. KC has its organisational, management and accountable structure. The General 

Director reports to the Minister of Finance on regular monthly basis. Departments within KC 

prepare action plans for the implementation of objectives set forth in their operational activities, and 

on a monthly and quarterly basis they monitor or measure the achievement of objectives set out in 

the strategic plan. 

Although, a range of internal controls are applied by Management to ensure that systems operate 

as intended, we have noticed that the measures applied in some cases were inadequate to enable an 

effective and timely response to the identified operational problems. 

5 Progress in implementing recommendations 

Our Audit Report on the 2018 AFS of KC resulted in 12 key recommendations. KC had prepared an 

Action Plan stating how all recommendations will be implemented.  

At the end of our 2018 audit, seven (7) recommendations have been implemented; two (2) were 

closed, one (1) was partly implemented and two (2) have not been addressed yet. For a more 

thorough description of the recommendations and how they are addressed, see Table 4 (Table on 

recommendations).  

Recommendations  

We have no recommendations in this area.  
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Table 4 Summary of prior year recommendations and of 2018 

No Audit area Recommendations  of 2017  Actions 
taken  

Status 

1 Budget 
process  

The Director General should ensure good 
controls are in place securing adequate 
planning/classification of projects based on chart 
of accounts  approved by the Treasury-MoF 

KC has not 
taken 
actions on 
this issue, 

as the same 
finding 
repeated 
this year. 

 

Recommend
ation  
unimplemen
ted 

 

2 Revenues  The Director General should ensure that controls 
operate and actions are taken to enable a correct 
process of the customs statements evaluation, 
unifying of custom values as well as equal 
treatment of businesses.   

KC has not 
taken 
actions on 
this issue, as 
the same 
finding 
repeated 
this year. 

 

 

 

 

Recommend
ation  
unimplemen
ted 

 

3 The Director General should ensure that controls 
operate fully and adequate process/procedures 
in customs point are in place. Export/import 
procedures to be developed by the businesses 
provided with valid documents/license by 
providing fair assurance and competition in 
trade.   

KC has 
taken 
actions on 
this issue, 
since this 
year we 
have not 
encountere
d similar 
cases. 

Recommend
ation 
implemente
d  

4 The Director General should ensure that the 
controls system regarding the determination of 
the goods value for customs and tax liabilities to 
be done in an uniform manner which excludes 
the possibility of using non-
reasonable/principled customs values. 

KC has 
taken 
actions on 
this issue 
for 2018.  

Recommend
ation 
implemente
d 

5 Payments 
and 
allowance 

The Director General should ensure that all 
actions are taken for the positions covered by 
acting, to become a stable solution with regular 
positions and the case of multipliers for the staff 

KC has 
taken 
actions 
regarding 
the 

Recommend
ation partly 
implemente
d  
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of KC should be unified in accordance with legal 
requirements. 

harmonisati
on of 
multipliers 
while acting 
positions 
have not 
been 
selected yet.  

6 Personnel 
managem
ent  

The Director General should ensure that 
continuous legal actions are taken, that for the 
unfulfilled positions to find a sustainable 
solution in accordance with legal requirements. 

KC has not 
taken 
actions on 
this issue, 

as the same 
finding 
repeated 
this year. 

Recommend
ation 
unimplemen
ted  

7 Common 
Issues on 
Goods 
and 
Services, 
and 
Capital 
Investmen
t 

The Director General should ensure that it has 
good controls in the process management of 
procurement activities and that their operations 
are continuously monitored during the whole 
process. 

KC has 
taken 
actions on 
this issue as 
we have not 
encountere
d similar 
cases this 
year.  

 

Recommend
ation 
implemente
d  

8 Capital 
and non-
capital 
assets  

The Director General should ensure that the 
actions undertaken are sufficient and to closely 
monitor the operation of e-Asset system, in order 
to ensure that non-capital assets are recorded and 
managed through this system.  

Recommen
dation 
implemente
d since the 
use of e-
assets has 
begun in 
KC.  

 

Recommend
ation 
implemente
d 

9 Receivabl
es  

The Director General should ensure adequate 
controls about managing of accounts receivables, 
as well as in coordination with relevant bodies 
should take actions to increase efficiency their 
collection. 

KC has not 
taken action 
on this 
issue, as the 
value of 
accounts 
receivable 
continues to 
be high. 

Recommend
ation 
unimplemen
ted 

10 Outstandi
ng  
Liabilities  

The Director General should ensure proper 
controls in this area, to ensure quality reporting 
and cooperation/coordination with the State 

KC has 
taken 

Recommend
ation 
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Advocacy with the aim of adequate representing 
of institution in courts. 

 

actions on 
this issue.  

implemente
d 

No Audit area Recommendations of 2018 

 

1 Budget 

Planning 

and 

Execution  

The Director General should ensure good controls securing adequate planning 
and classification of projects based on accounting standards and chart of 
accounts approved by Treasury-MoF. 

2 Revenues  
The Director General should ensure that actions are taken to enable a fair 
process of assessing customs declarations, unification of customs value and 
equal treatment of importers.  

3 Wages 

and 

Salaries  

The Director General should ensure that all necessary actions are taken to 
update the employment contracts of customs officers in accordance with the 
Instruction in force, taking into account the implication of the new Law on 
Salaries.  

4 
The Director General should ensure a more dynamic process of staffing 
management positions with regular positions thus identifying more accurately 
the vacant positions to continue with staffing organisational structure . 

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

version shall prevail  
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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. 

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 
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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. 

158. An Emphasis of Matter paragraph should: 

 be included immediately after the opinion; 

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

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

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

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

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

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

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

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

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

the opinion and any Emphasis of Matter paragraph.
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Annex II: Confirmation Letter  

 

 



ZYRA KOMBËTARE E AUDITIMIT - NACIONALNA KANCELARIJA REVIZIJE  - NATIONAL AUDIT OFFICE 

 

 

25 

 

 

 


