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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 internationally recognized 

public sector auditing standards and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Tax Administration of Kosovo 

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  
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Executive Summary  

This report summarises the key issues arising from our audit of Tax Administration of Kosovo 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, 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 Tax Administration of Kosovo.   

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. 
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Control

Implementation of 
recommendations 



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

 

 5 

Key Conclusions and Recommendations 

 

 

 

 

 

Management’s Response on 2018 audit 

The Menagment has agreed with audit findings and conclusions and has committed to address all 

given recommendations.  

  

The AFS production process was 
managed in complaince the Laws in 

force.

We have no recoomedation in this area. 

Budget execution at capitals and 
project planning in inadequate 
economic codes, a deficiency 
presented this year as well.

The Director General should ensure better 
implementation of capital projects and 
adequate orientation of projects in the 
budget system (see issues A1 and B1).

Although internal controls 
operated effectively in some areas, 
evident weaknesses were noticed 

within, return management, 
personnel, procurement, asset 

management, accounts receivable 
and contingent liabilities.

The Director General should 
enhance/strengthen controls in the areas
of procurement, personnel management, 
as well as in the asset management where 

weaknesses/failure in the process have 
been identified (See issues B2, A2, B3, A3, 

A4, B4, B5 and B6).

Response to prior year audit 
recommendations are not being 
addressed as required to ensure 
organisational development and 

improvement. 

The Director General should apply a 
rigorous process to ensure the prior audit 

year recommendations are actively 
addressed with key issues/progress 

reported to the management on a monthly 
basis. (see chapter 5)

Governance arrangements related to 
accountability, risk management  

and mangement reporting are 
satisfactory. However, the process of

implementing tax control plan, 
fiscalization of businesses and 

orientation of IAU scope require 
further development.

The Director General should ensure  
improvements towards implementation of 
tax control plan, fiscalization of businesses

and orienting the scope of IAU in the 
current year (see issues B8, B9 dhe B7).
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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 have been taken appropriate actions for implementation of audit 

recommendations. 

Audit work undertaken is based on risk assessment. We have analysed the Tax Administration of 

Kosovo 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 findings can be found in Annex II.  
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2 Annual Financial Statements and other External 

Reporting Obligations   

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  

1. Unmodified Opinion  

Unmodified Opinion 

We have audited the AFS of the TAK 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 the TAK 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 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).  



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

 

 8 

The Minister of Finance and Director General are responsible to ensure the oversight of the TAK’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. 
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2.2 Compliance with AFS  and other reporting requirements  

TAK 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 expenditure of public money and 02/2013 

on the management of non-Financial Assets; 

 Action Plan on implementation of recommendations;  

 Requirements of Financial Management and Control (FMC) procedures; and  

 Draft and Final Procurement Plan in time. 

Several financial adjustments were required to the AFS and we provided some suggestions to 

improve their quality. Following our suggestions, TAK adjusted these errors and prepared the AFS 

with adjustments.   

DECLARATION MADE BY THE TAK 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. 

2.3 Recommendations related to Annual Financial Statements 

We have no recommendations related to the AFS.  

3 Financial Management and Control 

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, procurement, human resources as well as assets and liabilities. 

Financial Management and Control Conclusion 

In the context of financial systems, the overall controls can be considered to be good but, a number 

of deficiencies have been observed within, budget execution, incorrect orientation of projects in the 

budget, area of returns, personnel, procurement, asset and accounts receivable management. These 

areas require further improvement.  
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3.1 Budget Planning and Execution 

We have considered the sources of budget funds, spending of funds by economic categories. This is 

highlighted in the following tables: 

Table 1. Sources of budgetary Funds (in €) 

Description 
Initial 

Budget 

Final 

Budget1 

2018 

Outturn 

2017 

Outturn 

2016 

Outturn 

Sources of Funds   11,764,638 9,752,616 9,271,842 8,807,446 8,858,097 

Government Grant -Budget  11,764,638 9,752,616 9,271,842 8,807,446 8,858,097 

The final budget is lower than the initial budget by €2,012,022. This decrease is a result of budget 

cuts/savings based on Government decision. 

In 2018, the TAK has spent 95% or €9,271,842 of the final budget, with an 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 

11,764,638 9,752,616 9,271,842 8,807,446 8,858,097 

Wages and Salaries 7,037,469 7,231,018 7,231,018 6,881,449  6,889,254  

Goods and Services  1,838,597 1,838,597 1,750,985 1,528,474  1,423,735  

Utilities 168,572 176,747 172,130 166,070  184,339  

Capital Investments  2,720,000 506,254 117,709 231,453  360,769  

The preparation of initial budget was not in line with the annual objectives of TAK. As a result, 

differences in the final budget compared to initial budget were evident, namely, there was a 

decrease of the final budget by over 20%. This discloses weaknesses in budget planning. 

Explanations for changes in budget categories including justifications and the impact they had are 

given below: 

 The final budget for capital investments compared to the initial budget has been decreased 

by €2,213,746, with Government decision, due to delays in procurement procedures for the 

                                                      
1 Final budget – the budget approved by the assembly which was subsequently adjusted for by the Ministry of Finance. 
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project “New tax base system” in the amount of €1,960,400 and a number of smaller  projects 

with shared value of €253,346. The budget execution was 23%; 

 The increase of the wages and salaries budget by €193,549 was a result of recruiting a number 

of new personnel (tax inspectors). The budget execution was 100%. 

 There were no differences within the final and initial budget of goods and services, whereas, 

budget execution was 95%.  

 The final budget for Utilities had increased by €8,175 compared to initial one. The budget 

execution was 97%. 
 

Issue A 12 – budget execution  

Finding  Even though, the execution of the final budget was 95%, TAK did not achieve 

good budget performance at capital investments. The execution of final 

budget for capital investments is 23%, while, if we consider initial budget, the 

percentage of execution is only 4%. 

The resulted due to delays caused by economic operators that filed 

complaints during the procurement process, related to the project “New tax 

base system”, which comprised  88% of the initial budget from this category. 

Risk Poor budget execution and failure to implement foreseen projects, results in 

inefficient use of available resources and pose a risk to achieving objectives 

of the organization. 

Recommendation A1 The Director General should ensure better management of capital projects, to 

assure that they are completed in line with the budget and the deadlines set. 

 

Issue B1 – Misclassification of the budget 

Finding According to the Financial Rule. No. 02/2013 on Management of Non-

Financial Assets “Capital Assets shall mean all non-financial assets with a 

lifespan of more than one year, and with a financial value of less than €1,000 

per unit, whose ownership and control remains with the budget 

organization”. 

                                                      
2 Issue A and Recommendation A– indicates new issues and recommendations. 

   Issue B and Recommendation B - indicates repeated issues and recommendations. 
   Issue C and Recommendation C - indicates partially repeated issues and recommendations. 
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The project “Supply with software-Manage Engine, security monitoring 

software at TAK” has been paid in amount of €24,489 from the category of 

capital investments, respectively from the economic code, other equipment 

31690, being treated by TAK as other equipment, even if, it did not meet the 

criteria to be recognized as such. The payment was made for, equipment, 

licenses, warranties, maintenance and training expenditures, which 

expenditures by the nature were services and should be categorised within 

goods and services. This transaction should not have been recorded in the 

asset registers. 

This was the result of improper expenditure planning in the 2018 budget. 

Risk  Improper classification and presentation of expenditures, results in 

overstating capital investments and understating goods/services and assets, 

as well as, leads to a misapprehension of financial information in the AFS of 

TAK. 

Recommendation B1 The Director General should ensure that there are proper controls in place to 

assure adequate planning and classification of projects, based on the 

accounting plan approved by the Treasury-MoF.  

3.1.1 Revenues  

Planned revenues for TAK by the Kosovo Government/MoF for 2018 were €446,000,000, while 

incurred revenues by TAK were €468,388,976; exceeding the plan by 5%. Compared with 2017, TAK, 

this year collected higher amount of gross revenues by €54,033,976 or 13% more. While net revenues, 

following the removal of returns in amount of €43,649,167, were in the amount of €365,916,273. 

Table 3. Collected revenues for the Budget of Kosovo - outturn compared to budget (in €) 

Description 
Initial 

Budget 

Final 

Budget  

2018  

Receipts 

2017 

Receipts 

2016 

Receipts 

Gross Revenues 446,000,000 446,000,000 468,388,976 414,355,000 386,385,187 

Returns (39,000,000) (39,000,000) (43,649,167) (48,439,000) (31,005,000) 

Net Revenues 407,000,000 407,000,000 424,739,809 365,916,000 355,380,187 

The data shows that there has been rather good performance in the collection of revenues. 

According to TAK, the factors that influenced this performance are mainly due to raw material 

exemptions at the customs, increased quality control and field activities, automation of the 

reimbursement process, collection of debts, etc. 
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3.1.2 Revenue and Return Management  

  Table 4. Collected Revenues and returns by economic codes - (in €) 

Description  Economic 

Codes  

2018  2017  

Presumptive tax 40010 60,029              8  

Value Added Tax 40030 213,130,969     198,340,829  

Withhold income tax 40040 108,677,687      85,635,355  

Individual business tax 40050 33,764,626      32,547,167  

Rent tax and intangible property tax 40060 478,483        595,812  

Interest withhold tax, copyrights. 40065 21,489,644      18,145,526  

Corporate tax 40070 86,736,816      75,276,998  

Transit Account – Tax Administration 40090 56,251         (8,073)  

Revenues - fines 40095 3,635,574       3,426,234  

Compensation of damages by Insurance 

Companies 
50109 2,140             30  

Licences for games of choice 50210 353,361        393,547 

Revenues from the sale of waste 50416 2,036            844  

Revenues from the sale. Goods. Confiscation 50421 1,360            723  

 Total   468,388,976 414,355,000 

Main sources of revenue are Value Added Tax (VAT), Personal Income Tax (PIT) and Corporate 

Income Tax (CIT). 

  Table 5. Returns by economic codes 

Description  Economic Codes  Year 2018 Year 2017 

Return – profit tax 40021 439      0 

Return - value added tax 40031 39,613,731      45,141,800 

Return-withhold income tax 40041 1,137,280         867,465  

Return-business tax 40051 614,817          94,932  

Return – rent, profit, lottery 40061 0         112,173  

Return-corporate tax 40071 2,278,775       2,219,630  

Return –TAK revenues-fines 40096 4,125           3,000 
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Total - returns 43,649,167 48,439,000 

The amount of reimbursements/returns 2018 was €43,649,167. We have tested revenues and their 

returns and identified the following issues: 

 

Issue B2 - Delays in review of returns 

Finding The Law on Tax Administration and Procedures, Article 30, requires TAK to 

approve a valid application on return (reimbursement) within 60 days from 

the date of receipt of the request by TAK. If the request has not been reviewed 

within this deadline, in these cases TAK, in addition to reimbursement, must 

also pay interest to taxpayers. 

TAK has shown progress this year in making shorter deadlines for addressing 

of claims for returns. However, in spite of this we identified that in two cases, 

the claims for reimbursement were not reviewed within the legal deadline, 

and TAK did not pay interest to taxpayers for delays. 

This situation occurred as a result of non-coordination within TAK and lack 

of responsibility of the competent individuals.  

Risk  Delays related to returns may constitute financial problems for the businesses 

to exercise their operational activities, and may result in budget loss for TAK, 

as a result of interest payments. 

Recommendation B2 The Director General should ensure adequate management and controls in 

the return/reimbursement process for the claims to be reviewed within legal 

deadline, while in case of delays, the interest rate shall be paid to the 

taxpayers. 

3.1.3 Wages and Salaries 

The final budget for the category of Wages and Salaries in 2018 was €7,231,018, which was spent in 

total. 

We also tested the process management in terms of compliance related to the activity management 

in the area of personnel, and identified the following issues:  
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Issue A 2 –  Failure to comply with the regulation criteria on promotions 

Finding  Regulation no. 21/2012 on civil servant’s career promotion, article 10, defines 

the minimum time for promotion from a lower rank to a higher rank, and 

Article 11 defines setting the coefficient following the promotion. 

In a tested sample, we noticed that the case of promotion to “senior tax 

officer” position, the minimum time spent in a previous rank (3 years) was 

not taken into account, and the coefficient value has been exceeded compared 

to what is defined by the regulation. 

According to the manager of personnel, this is a practice that was consistently 

pursued by TAK for promoting the staff, subsequently, when defining 

vacancy criteria, the promotion criteria of the regulation are not considered. 

Risk  Failure to comply with the regulation criteria on staff promotion undermines 

the transparency of ranking the staff in higher positions and enables 

promoting of non-meritorious individuals. 

Recommendation A2 The Director General should take necessary actions to stop such staff 

promotion practices, and in the future, strictly comply with the regulation 

criteria on promotions. 
 

Issue B3 - Failure to fully operate organisational structure 

Finding Regulation on organization and systematization of positions in TAK, defines 

the positions which shall be filled within TAK. Article 7, paragraph 3 of this 

regulation requires that the Department of Taxpayer Services should be led 

by the Director of Department, while Article 8, paragraph 5 stipulates that, 

Divisions should be led by Division Managers.  

Five positions under this regulation, such as: (a) Director of  Budget and 

Finance Department; (2) Procurement Department Director; (3) Taxpayer 

Service and Education Department Director; (4) Head of Collection Quality 

Division and (5) Head of Price Transfer Division, are not yet filled with staff. 

As a result, the above positions determined by organizational structure of 

TAK are not yet functional. 

For the first two positions, this was due to non-compliance of positions 

between the organizational structure and the regulation on classification of 

positions, while, for the other three positions, the reason was the absence of 

the Management’s initiative to fill these positions. 

Risk  Failure to fill, or delays in filling certain positions, increases the risk of 

insufficiently functional and effective TAK planned organization. It also pose 

a risk to meeting the set objectives. 
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Recommendation B3 The Director General should take actions on filling managing positions with 

regular recruitment process, in order to complete the organizational 

structure.  

3.1.4 Goods and Services and Utilities  

The final budget of Goods and Services in 2018 was €1,838,597, out of which €1,750,985 or 95% were 

spent. Those mainly relate to, office supplies, car fuel, rent, mobile phone charges, IT maintenance, 

etc.  

TAK signed a contract for the supply of toners in the amount of €31,126 in the absence of adequate 

performance security, despite the fact performance security was required in the tender dossier in 

the amount of €3,112 or 10% of the contract value for the duration of 25 months. EO provided tender 

security in the amount of €3,112, which covered the period of contract implementation, but the 

wrong form (tender security) was used, as it did not meet the requirements related to the content of 

the performance security form. After we noticed this situation, actions were taken, and the EO was 

requested to provide adequate performance security, which was provided by EO on 21.12.2018. 

TAK has pledged to take action in preventing such cases in the future. 

 

Issue A 3 – Failure to comply with the criteria set in the tender dossier 

Finding  Under the article 59.4 of the LPP, the contracting authority shall consider a 

tender as responsive only if the tender in question is in compliance with all 

the requirements set forth in the contract notice and in the tender dossier. 

In the procurement procedure for the “Supply of bags based on requirements 

and needs of TAK” in the amount of €42,000, the Bid Evaluation Committee 

evaluated as responsive and recommended signing of contract with the 

operator who did not meet the technical and professional capacity criteria, 

defined in tender dossier and contract notice. Specifically, the third criterion, 

for submitting the catalogue or brochures of the manufacturer, specifying the 

type of bag to be supplied, and the fifth criterion, the evidence that the 

manufacturer is certified by the CE certificate. 

The reason for this was that the evaluation commission did not take into 

account the criteria set in the tender dossier but, made the evaluation based 

on the quality of the sample (bag) provided by the EO. 

Risk Disregarding the criteria set in the tender dossier, results in awarding the 

tender to the non-responsive winning EO, thus reducing the credibility of the 

process. All this, risks the quality of services and the achievement of project 

objectives. 
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Recommendation A3 The Director General should ensure closer cooperation between the 

procurement office and the evaluation committees, in order to evaluate EOs 

in accordance with the criteria set. 

3.1.5 Capital Investments  

The final budget of Capital Investments was €506,253, out of which €117,709 or 23% were spent in 

2018. Those relate to the purchase and software and other equipment.  

 

Issue A 4- Signing the contract before the commitment of funds  

Finding  According to financial rule no. 01/2013 on public funds expenditure, article 

15, No contract shall be signed without the commitment generated from 

KFMIS for the current fiscal year. The commitment generated from KFMIS is 

an integral part of the contract. 

From five samples tested related to compliance with capital investments, two 

cases, the contracts: “Supply of hardware equipment, PC Desktop, Monitor, 

UPS, Laptop” and “Request for expansion and enhancing the capacity of IT 

infrastructure Blade server” were signed without commitment of funds. In 

both cases, the commitment was made five days after the signing of contracts. 

According to the officers holding this responsibility, this happened after 

receiving verbal confirmation at the meeting with the MoF, that the funds for 

these projects shall be allocated, following this, the Statement of Needs and 

Determination of Availability of Funds was signed. 

Risk Entering into obligations without acquiring necessary funds, may result in 

delays in implementing the contract as well as failing to fulfil obligations on 

time. 

Recommendation A4 The Director General should ensure establishment of effective controls in the 

procurement process and that their operation is monitored throughout the 

process. 
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3.2 Capital and non-capital assets  

The net value of non-capital assets over €1,000 in the TAK accounting register was €1,589,844, while 

the net value of non-capital assets under €1,000 was €87,349. We conducted a review, whether the 

recording process and the method of maintaining records is in compliance with the requirements of 

the MoF Rule No. 02/2013 on the management of non-financial assets by budget organizations. 
 

Issue B4 -  Failure to use e-Asset system 

Finding  Rule no.02/2013 on the management of non-financial assets, article 6, 

paragraph 3 indicates that, “Capital assets should be recorded in KFMIS, 

while non-capital assets and stocks should be recorded in the e-Asset 

system”. 

Despite the recommendation given in the previous years’ report, to improve 

management of the assets under €1,000 and the stocks, entering them in e-

Asset software, the situation was still the same. There is an internal register 

for the stocks, while, non-capital assets are recorded and reported through an 

internal system by regions, which includes all TAK assets (including the ones 

over €1,000) but, there is no individual register of assets under €1,000. 

This was due to poor communications between TAK and the Ministry of 

Public Administration, respectively the negligence of the latter, as it could not 

migrate the data prepared by TAK as of 2017. 

Risk Failure to manage non-capital assets under €1,000 through the e-Asset 

system, and not having an individual register of assets under €1,000, hinders 

their effective management and pose a risk to the accuracy of the information. 

Recommendation B4 The Director General should ensure that all necessary actions are undertaken, 

and closely monitor functionalising of e-Asset system, to ensure that non-

capital assets and stocks are recorded and managed through this system. 

3.3  Receivables  

Accounts Receivable at the end of 2018 were in the amount of €376,163,045, including pension 

contributions in the amount of €40,264,6603. TAK receivables, excluding pension contributions in 

2018 are in the amount of €335,898,385, and compared to 2017 (€298,598,606) there is an increase in 

AR by €37,299,779 or 12%. 

                                                      
3 Receivables for Pensions are made of Kosovo Trust Pension receivables but, since they are managed by TAK, they are 

reported in the AFSs of TAK. 
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TAK has established an internal control system that oversees the process of accounts receivable, but 

the handling of receivables is still a challenge for TAK. 

 

Issue B5 – Inefficient management of Accounts Receivable4 

Finding TAK, in the work plan 2018, set targets for collecting and erasing debts from 

the TAK debtors. Based on this, the aim was to collect debts in the amount of 

€123,098,477 and to erase the amount of €55,941,775 from uncollected debt. 

In 2018, TAK managed to collect €77,285,132 or 63% of the plan, while it did 

not take any action to erasing the old debts. The amount of uncollected 

outstanding debt at the end of 2018 was €66,675,843. 

According to the responsible officers, failure to achieve planned uncollected 

debts occurred due to deficiencies in the organizational structure and 

insufficient responsibility of the competent persons. Whereas, failure to erase 

old debts was the result of reluctance to cancel debt without a final 

verification of debt lists by the regional directorates. 

Risk The lack of sufficient efforts for collecting debts from the debtors may cause 

negative precedents to other entities to pay their obligations on time, while, 

their aging decreases the likelihood for collecting the debts. 

Recommendation B5 The Director General should ensure that actions are taken to increase 

efficiency and strengthen controls on debt management and collection, and 

to ensure that they are in line with the recommendations deriving from the 

latest IMF report, and the standards of successful tax agencies. 

                                                      
4 The percentage of debts (base tax) towards TAK was planned to maintain at level of 10% of the previous year 

revenues. The standard is recommended by IMF as well, the criteria set by the IMF was not achieved. The amount of 
debt of the base tax at the end of 2018 was €137,701,919, or 33% of the previous year revenues.  
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3.4 Outstanding liabilities  

The statement of liabilities not paid to suppliers at the end of 2018 was €93,242. These liabilities are 

carried forward to be paid in 2019. We tested monthly reports of liabilities, invoices of obligations 

presented in the AFS, and the ledger of suppliers for the two months of 2019. Our tests in this 

category confirm that the management and reporting of liabilities was carried out in compliance 

with the legislation. 

 

Issue B6- Contingent Liabilities 

Finding  The register of contingent liabilities does not contain data regarding a 

financial estimate of the filed complaints against TAK. As a result, the AFS 

discloses only the number of complaint cases on the basis of the information 

taken from the Basic Court, but without any approximate estimate of the 

possibility of cash outflows in the following year.    

Risk The lack of financial estimate and an adequate approach to the treatment of 

contingent liabilities increases the possibility of their transformation into 

obligations that would cause the organization’s financial position to 

deteriorate. 

Recommendation B6 The General Director should ensure proper controls in this area of concern. 

Further on, should ensure quality reporting and cooperation/coordination 

with the State Advocacy Office and Basic Court in order to create a more 

accurate picture of the financial value of contingent liabilities and the 

information regarding possible interest rates for these liabilities. 

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 Organizations 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.  
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Overall Governance Conclusion  

In general, TAK has proper controls in place in relation to its legal obligations. Financial 

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

legislation and other control processes. However, with regard to the objectives set in the work plan, 

TAK marked stagnation, particularly in the process of tax controls and fiscalisation of businesses. 

An effective response to audit recommendations and the operation of a high quality internal audit 

unit are not in place. The Audit Committee was not functional throughout 2018 to stimulate further 

the implementation of recommendations. TAK met the requirement regarding the submission of 

the self-assessment questionnaire this year as well. Institution comprehensive development strategy 

2015-2020, work plan, risk management and the risk-monitoring plan were drafted by TAK. 

4.1 Internal Audit System 

The Internal Audit Unit (IAU) operates with four members of staff. the Director of IAU and three 

auditors.  IAU had drafted a strategic and annual plan where 12 regular audits were planned and 

one (1) upon management request. During 2018 IAU carried out 10 regular audits as well as one 

upon request, while two of the planned reports to be carried out in 2018, for the budget management 

and management of accounts receivable were carried out in March 2019. 

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

including CD. AC in 2018, held only two meetings, not being sufficiently functional in dealing with 

issues arising from the audit. 

 

Issue B7- The Audit Scope covers mainly the previous year 

Finding  Internal audit reports were mainly focused (about 64%) on covering the 

activities and operating systems of the previous year, not being sufficiently 

functional in covering the activities of the current year 2018.  

Risk Focusing the IAU scope mostly on activities of the previous year reduces the 

assurance or the ability to undertake preventive actions, in order to provide 

management with information about the functioning of internal control 

systems. 

Recommendation B7 The Director General should ensure that the IAU plan is mainly focused on 

the scope of the actual year, to enable taking preventive measures and 

immediate correction of weaknesses and deficiencies in internal control 

systems. 

. 
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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 Organization. 

TAK is an agency that operates within MoF, has its organizational, management and accountability 

structure, and the Director General reports to the Minister of Finance on regular monthly basis. TAK 

departments have action plans in place for implementation of the objectives set forth in their 

operational activities, while on a monthly and quarterly basis, they monitor or asses the 

achievement of the objectives set out in the strategic plan and the operational plan for the 2018. 

Although, a range of internal controls are applied by Management, it should further pay higher 

attention in the area of return, revenue, personnel, procurement, asset management, and accounts 

receivable. 
 

Issue B8- Failure to implement Control Plan 

Finding  TAK in its work plan 2018, foreseen the number of controls aiming to conduct. 

The opening of control cases should be made in those types of tax and tax 

periods that are considered to have a high degree of risk, referring to risk 

analysis. According to the plan, 75% of controls for the year 2018 had to be 

carried out based on risk analysis. 

Out of 2,087 planned controls only 1,714 or 82% controls have been carried 

out in 2018.  The following regions have marked setbacks in implementing of 

plan: Prishtina 3, Prishtina 1, Prishtina 2, and Ferizaj. Furthermore, out of 

1,714 controls in total, 994 cases of controls were carried out with a proposal 

of the central office, risk analysis. Whereas, according to the plan, about 1,285 

of the proposed controls by the central office should have been carried out. 

Failure to carry out the control plan resulted duty to assigning the inspectors 

in other activities as requested by the management, requests from the Kosovo 

Police and the Office of Professional Standards. While non-fulfilment of risk-

based controls was due to the fact that the regional directorates and the 

directorate of large taxpayers considered that, the outcomes arising from this 

analysis are not satisfying in terms of risk. 

Risk Failure to execute controls according to the plan and defined criteria may 

result with non-initiation of cases for control of identified high risk 

businesses, and failure to settle tax obligations, or in failure to collect 

revenues for the BRK. 



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

 

 23 

Recommendation B8 The Director General should ensure that concrete actions are undertaken to 

allow implementation of the control plan, and activities are undertaken based 

on analysis/planned priorities, in order to prevent fulfilment of tax 

obligations by entities/taxpayers. 
 

Issue B9 – Stagnation in fiscalisation process 

Finding Administrative Instruction No. 02/2018 on the Use of Electronic Devices and 

Fiscal Systems, Article 4, stipulates that, all taxpayers who operates with supply 

of goods and/or services in facilities, units or places that are accessible to the 

public are obliged to use FED and other compulsory equipment for recording 

and verification of supply of goods and services5. 

TAK does not have an accurate data concerning the number of businesses that 

are not equipped with fiscal cash registers, which according to the legislation are 

required to be fiscalized. According to TAK records, the total number of 

businesses performing business activities is 63,025, out of which, 23,271 are 

fiscalized, 39,754 are not fiscalized, the number of business not required to be 

fiscalized is 2,321.this data shows that the approximate number of businesses 

that needs to get fiscalized and which are not is 37,433. 

According to responsible officers, this was due to human resource constraints. 

Risk Failure to properly identify businesses that are not equipped with fiscal cash 

registers may result in lack of controls over the income of businesses, possible 

tax evasion, which subsequently leads to unequal competition between 

businesses that conduct certain activities. 

Recommendation B9 The Director General should take necessary actions in analysing the structure of 

the businesses that are not fiscalized, and depending on the volume of revenues 

generated during the year, shall determine a priority plan for equipping 

businesses with fiscal cash registers in accordance with legal requirements. 

                                                      
5 The obligation under Article 4 does not oblige categories such as: enterprises providing energy services, utility 

services, telecommunications, activities of public and government institutions such as artistic and literary creations, 
theatrical activities, etc. 
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5 Progress in implementing recommendations 

Our Audit Report on the 2018 AFS of TAK resulted in 14 key recommendations. TAK prepared an 

Action Plan stating how all recommendations will be implemented.  

At the end of our 2018 audit, three (3) recommendations have been implemented, one (1) was closed, 

while, ten (10) have not been addressed yet. For a more thorough description of the 

recommendations and how they are addressed, see table 4 (ore table of 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 

planning and 

execution 

The Director General should ensure that 

there are proper controls in place to 

assure adequate planning/classification 

of projects, based on the accounting plan 

approved by the Treasury-MoF. 

TAK did 

not take 

actions on 

this issue, as 

the same 

finding has 

been 

repeated 

this year as 

well. 

 

Unimplemented 

recommendation  

 

2 Revenues The Director General should ensure that 

controls are in place and actions are 

undertaken so that reconciliation of 

revenues and reimbursement are 

followed by explanatory notes in relation 

to non-reconciliation between Treasury 

and Accounting records, so that the 

process of reconciliation is in line with 

legal requirements. 

TAK 

provided 

explanatory 

notes this 

year, for the 

discrepancie

s between 

the 

Treasury 

and 

Accounting 

records. 

Implemented 

recommendation 

3  
The Director General should ensure a 

better management, increased controls 

and undertake necessary actions, for the 

businesses are equipped with fiscal cash 

registers according to the legal 

requirements. 

TAK did 

not take 

actions on 

this issue, as 

the same 

finding has 

been 

repeated 

this year as 

well. 

Unimplemented 

recommendation 
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4  
The Director General should ensure 

adequate management and control of 

return/reimbursement process for the 

claims are reviewed within the set 

deadline, and in accordance with the 

legal requirements. 

TAK did 

not take 

actions on 

this issue, as 

the same 

finding has 

been 

repeated 

this year as 

well. 

Unimplemented 

recommendation 

5 Wages and 

Salaries 

The Director General should ensure that 

all actions are undertaken in accordance 

with the legal requirements for the 

positions covered by the Acting are 

handled with a sustainable solution, by 

covering them with regular positions, in 

accordance with legal requirements. 

TAK did 

not yet 

select the 

positions 

covered by 

acting.   

Unimplemented 

recommendation 

6 Personnel 

Management 

The Director General should ensure that 

continuous legal actions are undertaken 

so that vacant positions are managed 

with a sustainable solution, in 

accordance with legal requirements. 

TAK did 

not take 

actions on 

this issue, as 

the same 

finding has 

been 

repeated 

this year as 

well. 

Unimplemented 

recommendation 

7 Common 

Issues on 

Goods and 

Services and 

Capital 

Investments 

The General Director should ensure that 

actions are undertaken so that controls in 

the payment execution process are being 

monitored on a continuous basis, for the 

process of supply of goods and services, 

and execution of payments is carried out 

in compliance with legal requirements. 

TAK took 

actions on 

this issue, as 

this year we 

have not 

noticed 

similar 

cases. 

Implemented 

recommendation 
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8 Capital and 

non-capital 

assets 

The Director General should ensure that 

all necessary actions are undertaken, and 

closely monitor the functioning of the e-

Asset system, to ensure that non-capital 

assets and stocks are recorded and 

managed through this system. 

TAK did 

not yet 

started 

using e-

asset 

system, as 

the MPA 

did not 

enter TAK 

data into 

this system 

yet. 

Unimplemented 

recommendation 

9 Accounts 

receivable 

The Director General should ensure that 

actions are taken to increase efficiency 

and strengthen controls on debt 

management and collection, and to 

ensure that they are in line with the 

recommendations deriving from the 

latest IMF report, and the standards of 

successful tax agencies. 

TAK did 

not take 

actions on 

this issue, as 

the same 

finding has 

been 

repeated 

this year as 

well. 

Unimplemented 

recommendation 

10 Outstanding 

Liabilities 

The Director General should ensure 

proper management and control, in 

order to provide regular reporting of 

liabilities, and that these reports provide 

accurate and complete information to the 

Management and Treasury. Further on, 

listing by chronological order of unpaid 

invoices should be supervised in 

monthly reporting, in order to be paid in 

time. 

TAK took 

actions over 

this issue. 

Implemented 

recommendation 

11  
The General Director should ensure 

proper controls in this area of concern. 

Further on, should ensure quality 

reporting and cooperation/coordination 

with the State Advocacy Office, for the 

institution is properly presented in the 

courts. 

TAK did 

not take 

actions on 

this issue, as 

the same 

finding has 

been 

repeated 

this year as 

well. 

Unimplemented 

recommendation 
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12 Internal 

audit system 

The Director-General should ensure that 

the IAU plan is mainly focused on the 

current year’s scope. Use of a proactive 

approach would allow timely addressing 

of irregularities or possible deviations in 

control systems. 

TAK did 

not take 

actions on 

this issue, as 

the same 

finding has 

been 

repeated 

this year as 

well. 

Unimplemented 

recommendation 

13 Tax Control 
The Director General should ensure that 

concrete actions are undertaken to allow 

implementation of the control plan. 

Further on, should ensure that control 

activities are undertaken based on 

assessments/planned priorities, in order 

to prevent tax evasion by 

entities/taxpayers. 

TAK did 

not take 

actions on 

this issue, as 

the same 

finding has 

been 

repeated 

this year as 

well. 

Unimplemented 

recommendation 

No Audit area Recommendations of 2018 

1 Budget 

planning and 

execution  

The Director General should ensure better management of capital projects, 

to assure that they get completed in line with the budget and the deadlines 

set. 

2  The Director General should ensure that there are proper controls in place to 

assure adequate planning and classification of projects, based on the 

accounting plan approved by the Treasury-MoF. 

3 Revenue and 

return 

management 

The Director General should ensure adequate management and controls in 

the return/reimbursement process for the claims to be reviewed within legal 

deadline, while in case of delays, the interest rate shall be paid to the 

taxpayers. 

4 Wages and 

salaries  

The Director General should take necessary actions to stop such staff 

promotion practices, and in the future, strictly comply with the regulation 

criteria on promotions. 

5  The Director General should take actions on filling managing positions with 

regular recruitment process, in order to complete the organizational 

structure. 
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6 Goods and 

Services 

The Director General should ensure closer cooperation between the 

procurement office and the evaluation committees, in order to evaluate EOs 

in accordance with the criteria set. 

7 Capital 

Investments 

The Director General should ensure establishment of effective controls in the 

procurement process and that their operation is monitored throughout the 

process. 

8 Capital and 

non-capital 

assets 

The Director General should ensure that all necessary actions are 

undertaken, and closely monitor functionalising of e-Asset system, to ensure 

that non-capital assets and stocks are recorded and managed through this 

system. 

9 Accounts 

receivable 

The Director General should ensure that actions are taken to increase 

efficiency and strengthen controls on debt management and collection, and 

to ensure that they are in line with the recommendations deriving from the 

latest IMF report, and the standards of successful tax agencies. 

10 Contingent 

Liabilities 

The General Director should ensure proper controls in this area of concern. 

Further on, should ensure quality reporting and cooperation/coordination 

with the State Advocacy Office and Basic Court in order to create a more 

accurate picture of the financial value of contingent liabilities and the 

information regarding possible interest rates for these liabilities. 

11 IAU 

 

 

 

The Director General should ensure that the IAU plan is mainly focused on 

the scope of the actual year, to enable taking preventive measures and 

immediate correction of weaknesses and deficiencies in internal control 

systems. 

12 Management 

reporting, 

accountabilit

y and risk 

management 

The Director General should ensure that concrete actions are undertaken to 

allow implementation of the control plan, and activities are undertaken 

based on analysis/planned priorities, in order to prevent fulfilment of tax 

obligations by entities/taxpayers. 

13  The Director General should take necessary actions in analysing the structure 

of the businesses that are not fiscalized, and depending on the volume of 

revenues generated during the year, shall determine a priority plan for 

equipping businesses with fiscal cash registers in accordance with legal 

requirements. 

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. 
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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. 

  



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

 

 32 

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. 

 

 

 



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

 

33 

Annex II: Confirmation Letter. 

 

 


