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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 Publicly-Owned Enterprise 

RWC “Prishtina” JSC in consultation with the Assistant Auditor 

General, Arvita Zyferi-Hashani, who supervised the audit. 

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

Dalloshi-Hoxhaj (Team Leader), Shpresa Zenelaj-Krasniqi and Xhemile 

Berisha-Hoti (Team Members) under the management of the Head of 

Audit Department, Fitim Haliti.   

 

 

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 the Regional Water Company 

“Prishtina” JSC (hereinafter RWC Prishtina) 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 dated 08/01/2019.   

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 RWC Prishtina.   

Opinion of the Auditor General 

Adverse Opinion  

The Annual Financial Statements for 2018 do not 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  

 

 

 

Management’s response to 2018 audit 

The Chief Executive Officer has agreed with findings and conclusions of the audit and has expressed 

commitment to address all recommendations given. 

The National Audit Office appreciates cooperation of management and staff of RWC “Prishtina” 

during the audit proces. 

 

 

  

Financial misstatements which are 
pervasive in all fianncial stetments 
are the cause for the Modification 
of the Opinion for the 2018 AFS.  

The Chairperson od the Board should 
analyse the reasons for the 2018 

Modification of Opinion and identify 
actions required to enable a true and fair 
representation of the 2019AFS (see issues, 

in the Basis for Opinion) 

The  financail management and 
control process was followed with 
numerous weaknesses in all areas. 

The Chairperson of the Board should 
ensure that concrete actions are taken in 

order to eliminate weaknesses identified in 
the area of FMC (see issues 18-35). 

Governance arrangements related 
to accountability, mangement 

reporting and risk management are 
poor.  

The Chairperson of the Board should 
ensure that the reporting process and 
accountability have improved and the 

potential risk mangement plan was drafted 
(see issues 36- 39). 
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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 “RWC Prishtina” 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.   
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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 Financial Officer and Chief Financial Officer of Treasury (CFOT), 

Chief Executive Officer (CEO) and submitted for approval to the Board of Directors (BoD).  

The approval 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 to the 

shareholder and the public wide assurance that all relevant information has been provided to ensure 

that an audit process can be undertaken.    

2.1 Audit Opinion  

Adverse Opinion 

We have audited the AFS of the “RWC Prishtina” for the year ended on 31st of December 2018, 

which comprise of the Statement of Financial Position, Income Statement, Cash Flow Statement, 

Statement in Changes in Equity and the summary of accounting procedures and other Explanatory 

Notes. In our opinion, due to the effects of the issue described in the Basis for Adverse Opinion 

paragraph, the Annual Financial Statements do not present a true and fair view in all material 

respect of “RWC Prishtina” for the year ended on 31st December 2018, in accordance with 

International Accounting Standards (IAS), International Financial Reporting Standards (IFRS) and 

Kosovo Laws. Financial statements have been prepared on the basis of accrual accounting principle, 

Law no. 03/L-048 on Public Finance Management and Accountability (as amended and 

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

supplemented).   
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Basis for Adverse Opinion 

 According to International Accounting Standards IAS 16, revaluations should be done on a 

regular basis every three to five years to ensure that the (net) accounting value of the asset 

does not differ materially from what would be determined if fair value would be used at the 

end of the reporting period.  

The last time the Company implemented the asset valuation process was in 2007. As a result, 

a number of assets with historical cost appear in the accounting register in the amount of 

€12,325,994 that are fully depreciated and recorded at zero values. These assets are still 

active, while no revaluation and no review of the life expectancy was made for the same.  

The issue of asset revaluation was also handled in the financial audit report for 2017, but 

was not yet improved due to the failure of procurement procedures in the selection of the 

valuation company. 

 Accounting data should be the reliable source of information for the production of financial 

statements. Our analyses show that there is a difference between the accounting data and 

assets classes from the asset register. These most noticeable differences were in class of 

construction structures which in accounting had a historical cost of €336,398 less than in the 

asset register. While in the water supply class, there were €336,566 more in the accounting 

than in the asset register. Moreover, the total amount of assets (net value) in the accounting 

notes was €3,041 higher than compared to the asset register.  

According to official confirmations, such discrepancies are carried forward from 2015 upon 

the transfer of data from the old programme to the new accounting programme and the same 

situation has been followed over the years. 

 According to IAS 16, par. 50, the amortisation amount of an asset will be distributed on a 

systematic basis during its useful life. While according to paragraph 55 of this standard, 

amortisation begins when the asset is available for use, i.e. when it is in the location and in 

the conditions necessary for it, in order to be able to function in the way intended.  

The company did not apply the requirements for asset depreciation standards from the 

moment the asset was in use, but their depreciation was made on the basis of the 

requirements of the Tax Administration of Kosovo (TAK) based on AI no. 02/2016 for the 

implementation of Law no. 05/L-029 on Corporate Income Tax, Article 17, par. 5.1 As a 

result, depreciation expenses for assets registered in 2018 were overstated by €165,708. This 

has occurred because the enterprise does not produce separate statements based on TAK 

requests. 

                                                      
1 . No deduction is allowed for depreciation if an asset is not put into use and if it does not serve the purpose of the 

economic activity  
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 According to IAS 16, paragraph 55, amortisation begins when the asset is available for use, 

i.e. when it is in the location and in the conditions necessary for it, in order to be able to 

function in the way intended.  

The project "Construction of a potable and industrial water supply system in the industrial 

park in Drenas" in the total amount of €1,047,116 was a donation from the Ministry of Trade 

and Industry (payments were made by the Ministry during 2009-2011), which according to 

official confirmations from the company it was functionalised and transferred to the 

Company's management in August 2014. However, the registration of these assets related to 

this project was made in the Company's records at the end of 2018. 

Moreover, these records were made with the amount the project had in 2014 and not with 

the net amount of the asset that would be the result of the depreciation for the period in use. 

As a result of incorrect registration, the net amount of this project was overstated by €264,236 

for accumulated depreciation. Failure to register this project at the time when it was 

functionalised occurred because the Company had not requested the accompanying 

documents from the Ministry.  

 According to the Law No. 06/L-032 on Accounting, Financial Reporting and Auditing, 

business organisations shall at least once a year verify the existence and valuation of assets, 

liabilities and equity through the inventory of these elements and their supporting evidence 

through inventory process. Results from the inventory report should be reconciled with the 

accounting books. At the end of the year, the company made stock counting and drafted a 

stock inventory report. However, the inventory report is not reconciled with the accounting 

books for the stocks located in the units in Drenas, Podujevë and Lipjan, as well as for the 

small inventory in use and Auto Tires in use, the value of which is €152,198. In addition, the 

inventory commission has recorded in its report stocks that were not found or are out of use, 

but these non-existence of stocks or damage have not been corrected in the accounting books. 

In addition, within the stocks in the accounting book there is a category with the title 

"Differences in prices", in the amount of €20,480.84 for which the Company has no 

information regarding the source and evidence of review by the inventory commission. This 

amount has been carried forward to the accounting books since 2007 when the Company 

was incorporated. The non-harmonisation of the stocks with the accounting records has been 

justified by the responsible officials with the fact that these stocks have been carried forward 

in the accounting as a total since 2007 upon the incorporation and have considered sufficient 

only to recognize when existing the warehouse as expenses. 
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 According to IAS 1, the financial statements should be prepared on an accrual basis. 

According to this principle, deferred income is revenue collected in advance, and represent 

liabilities that the enterprise has to perform services in the future, due to the monetary 

amounts previously collected from the enterprise. Thus, at the moment of receipt of such 

monetary funds, by applying the principle of matching revenue to the expenses incurred for 

them, the enterprise does not recognise these receipts as revenue, as the expenses for them 

have not yet been carried out. So, it postpones the recognition of these revenues and as a 

result they will be recognised as liabilities. The company did not recognise the advance 

collections from its customers (who subscribed to upcoming water services) in the amount 

of €172,630, did not recognise them as deferred income - liabilities but for this amount it had 

decreased the total of accounts receivable. Such recognition has affected the underestimation 

of receivables and liabilities - deferred income for this amount. Such actions have occurred 

due to negligence in dealing with issues in accordance with accounting standards.  

 Receipts in the amount of €648,443 were not deducted from the respective customers for the 

liabilities paid to the enterprise, but these funds were recorded in the accounting item with 

the description "Suspicious and Extraordinary Payments". According to Enterprise officials, 

this has happened as a result of difficulties in identifying customers when downloading 

payments from the bank account. 

 Accounting data should be a reliable source for the production of financial statements. Our 

analyses show that accounts receivable in the accounting and presented in the statement of 

financial position compared to the sales module data were overstated by €1,842,214. The 

cause for these discrepancies was the negligence of staff for harmonising data between the 

sales module and the accounting module.  

 The section of receivables contains the accounting item other requirements, in the amount of 

€1,828,423. Within this item are included various types of requirements to third parties for 

receipt of monetary means by the Company, for which the following issues have been 

identified: 

- Within this accounting item are included the advances in the amount of €7,217, which is 

only a transaction with the “balance carried forward from 2014”, but analytical notes and 

relevant evidence regarding its composition are missing. 

- In the framework of the item Other requirements is included "Request for Tax 

Administration of Kosovo" in the amount of €647,888, but based on overall amount of 

declarations and other taxpayer transactions and from letter of confirmation for 

confirming tax accounts received from the Tax Administration, the value of this tax 

account is zero. 

- In the frame of item Other requirements, Advances for Capital Investments in the 

amount of €571,965 were included, which are related to payments of capital investment 

position, but they should be presented in the assets as the following investment. 
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Errors in registration of some transactions from previous years which reflect final balance, 

according to the company officials have resulted due to identified irregularities in item other 

requests. 

 Commercial accounts payable are liabilities that arise during the performance of the entity's 

main activities. They arise as a result of purchasing goods or services with a later payment. 

Commercial accounts payable are overstated by €516,441. This overstated amount belongs 

to a supplier registered in 2016, for which the Company has failed to support it with relevant 

evidence. According to the formal confirmations, the Company's liability to this supplier is 

zero, while the cause of overestimation is the technical error in the accounting records of 

2016. 

In addition, prepayments to suppliers for services/supplies received in the amount of €6,453 

are not recognised as prepayments – assets, but for this amount the total of payables was 

decreased. Such registration has affected the underestimation of payables and assets. 

 The short-term liabilities section also includes the accounting item Tax payables, in the 

amount of €835,847, within which are included various types of liabilities for which the 

following irregularities have been identified: 

-  The liability account for payable salaries is a liability of the company to pay its 

employees. 

Liabilities for salaries presented in the balance sheet are in the amount of €322,197, which 

belong to December 2018, but were understated by €19,043. 

- Account for taxes on salaries and contributions of payable pensions is the account of the 

obligations that the employees of the company have to pay. Employees do not pay these 

taxes directly to state fiscal offices, but for it is the company to make this for their 

accounts where they work. Our tests show that tax liabilities on salaries and pension 

contributions were understated by €5,970. 

- The Value Added Tax (VAT) account payable is the liability account. The unpaid 

obligation to the state for VAT is shown with the credit surplus of this account. In the 

balance sheet it is presented in the section of short-term liabilities. The company 

presented the VAT liability in the amount of €287,080. However, our analysis made on 

the basis of the Tax Declarations, the General condition of Other Taxpayer Transaction 

Statement and the confirmation letter received from the Tax Administration confirms 

that the Company is a creditor to the Tax Administration for the amount of €64,226 for 

this tax account. The difference between the amount presented in the balance sheet and 

the confirmed liability in the amount of €222,854 is the amount for which short-term 

liabilities are overstated. 

- Business Income Taxes (profit) represent amounts that are paid to the state budget 

irrevocably by economic entities, in proportion to their profit or the income generated.  
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The Company has presented liabilities on the profit in the balance sheet in the amount 

of €94,064, but based on the General condition of Declaration and Other Taxpayer 

Transactions and from the Letter of Confirmation received from TAK, the liability for 

this tax account is zero. The difference between the amount presented and the confirmed 

amount is in the amount of €94,064, for which short-term liabilities are overstated. 

- Within the item, the taxes payable is also included the item, other liabilities to employees, 

in the amount of €51,384, of which the Company does not possess relevant evidence 

regarding its composition. 

According to company officials, the irregularities identified in the item, taxes payable are 

due to some errors during recording of some transactions in the previous years and are 

related to initial balances, which also reflect the final balance. 

 According to IAS 37 a provision should be recognised when an economic entity has an actual 

obligation as a result of a past event, a reliable estimate of the amount of the transfer can be 

made and a transfer of economic benefits is likely to occur. When recognising a provision, 

an obligation is recognised in the statement of financial position and an expense in the 

income statement. 

The contracted economic operator for the implementation of the project "Municipal Water 

Supply and Sewerage Removal in Phase III" Component I, made a request for compensation 

of expenses incurred due to obstacles that have impacted on the failure to execute the project 

according to the foreseen timelines. On 25 October 2018, the Company entered into an 

agreement that acknowledges the economic operator's compensation in the amount of 

€200,000. As a result of this agreement, a provision is created for which the Company has 

not recognised a liability and an expense for this amount. Regarding the non-recognition of 

the provision, the finance office states that it was not informed that such an agreement exists.  

 According to IAS 20, Government grants related to assets are initially recognised as deferred 

income and a portion is transferred to income annually, thus compensating the bigger 

depreciation expense in the initial cost. Deferred revenues are overstated by €264,236 due to 

the fact that the assets related to the project "Construction of a system for supplying potable 

and industrial water in the industrial park in Drenas", donated by the Ministry of Trade and 

Industry, was registered with an initial accounting value in 2018, even though it has been in 

operation since 2014. According to the officials of the Company, this has occurred as a result 

of non-timely registration of the received assets as a donation and that these assets were 

registered according to the documents received from the Ministry. 
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 According to IAS 18, income from the sale of goods and products will be recognised when, 

among others, the condition that 'the amount of income can be measured reliably' is met. 

Revenues from the sale in the accounting records and presented in the income statement do 

not present an accurate condition. Compared to the invoicing module notes they were 

overstated by €128,130. This occurred because the invoice corrections from the sales 

department were not reported to the accounting department upon their registration in the 

main book. 

 An uncollectible debt that has been written-off directly from the accounting books can 

suddenly be collected once. When the debt written-off as uncollectible in an accounting 

period is collected in a later period of accounting, the amount collected should be recorded 

as an additional income in the income statement in which the payment was collected. During 

2017, the company has recognised bad debt expenses in the amount of €869,929, which 

although collected during 2018, were not recognised as revenue this year. Such actions have 

occurred due to negligence in dealing with accounting issues in accordance with accounting 

standards. 

 According to the Enterprise Charter, Article 16, the Company's business, duties and 

organisation should be conducted in accordance with the directives, supervision and 

responsibilities of the Chief Executive Officer, in accordance with the Company's charter and 

legal acts and decisions of the Board of Directors (BoD). Also based on the approval2 matrix 

that specifies the segregation of competencies between BoD and Management in par. A4, it 

is specified that the Chief Executive Officer (CEO) proposes the bonuses while the final 

decision is taken by BoD. At the BoD meeting on 24.12.2018, the Chief Executive proposed 

the awarding of bonuses to employees. Although the BoD in principle have supported the 

proposal3, this proposal was not made official with a relevant decision, on the grounds that 

the Company should initially be directed for interpretation and written response to the 

PMUPE - MED4. However, despite this, on 28 December 2018, the CEO made a decision on 

the payment of an amount of €200 for each employee of the company in the total amount of 

€109,400, on behalf of good financial performance, while the Company during the year 

operated with a loss of €751,015. Chief Executive Officer justified the taking of a decision on 

authorised permissions with the union's request on behalf of employees in the form of a 

protest, tending to go on strike, which would result in a lack of water supply to citizens. 

                                                      
2 Approved by the decision of the Steering Board dated 02.11.2007. 
3 Based on the minutes of the meeting of the Board of Directors dated 24.12.2018, the majority of the directors 

participating in this meeting in principle had voted to award bonuses to stimulate employees, while only one director 
voted against it. 

4 Policy and Monitoring Unit of Publicly Owned Enterprise within the ministry of Economic Development. 
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 According to IAS 7, an economic entity presents the influx of its monetary means from its 

(operating) utilisation, investment and financing activities in the most appropriate way for 

its business. The Company, in the section operational activities of the cash flow statement, 

presented the amount of €571,965, which was paid for capital investment, but should have 

been categorised into investment activities. In addition, an asset received as a donation in 

the amount of €1,047,116 was presented as payment for investment activities although the 

donation received does not represent cash outflow.  

 According to IAS 1, a package of financial statements should contain a statement of changes 

in equity, which presents a summary of all changes in equity. The Company prepared the 

statement of changes in equity, but the total value of this statement compared to the equity 

portion in the statement of financial position was overstated by €661,015. Due to the 

negligence of the officials during the production of the financial statements, there has been 

an unfair presentation of the data in this statement. 

 The explanatory notes of the financial statements present additional information in order to 

meet the needs of users with information on the composition of the balance sheet items and 

the income statement. They usually contain information about the accounting policies used 

by the economic entity to produce the financial statements. 

The information provided by the Company in the explanatory notes for the accounting 

policy for stock measurement is not correct. It is presented that the average price method is 

used, while out of the analytical stock records and the confirmation accepted, the FIFO 

method is used. 

In addition, as a result of the deficiencies identified and presented in the Basis for Opinion, 

for items: non-current assets, stocks, accounts receivable, other requirements, payable taxes, 

payables, deferred income, revenues, expenditures, cash flow, there are also shortcomings 

in explanatory notes which do not provide complete and accurate information. 

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

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

Responsibilities for the Audit of the AFS section of our report. NAO is independent of the RWC 

Prishtina in accordance with the ethical requirements that are relevant to our audit of the annual 

financial statements of Budget Organisations and POE in Kosovo and we have fulfilled other ethical 

responsibilities in accordance with these requirements. We believe that the obtained audit evidence 

is sufficient and appropriate to provide a basis for the adverse opinion.  
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Key Audit Matters 

Water not invoiced or otherwise referred to as water loss at RWC Prishtina, reported at WRA for 

2018 is 58%, while for 2017, water loss was 57%. Water losses according to WRA are due to technical 

losses (leaks), commercial losses (illegal connections, inaccuracies in meter reading, invoicing 

without water meters, etc.) and an amount of authorised losses (worship facilities, fire-fighters, 

public fountains, etc). In June 2018, the company approved the Strategy for Decreasing Water Losses 

for 2018-2022. 

Responsibility of the Management for AFS 

The RWC “Prishtina” Management is responsible for the preparation and fair presentation of 

financial statements based on accrual principle in accordance with International Accounting 

Standards (IAS), International Financial Reporting Standards (IFRs) and 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 

number 03/L-048 on Public Finance Management and Accountability (as amended and 

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

and Law no. 06/L-032 on Accounting, Financial Reporting and Auditing.  

The Chairperson of the Board is responsible to ensure oversight of the POE’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. Our objectives are to obtain reasonable assurance whether 

financial statements in whole are free from material misstatement whether due to error or fraud, the 

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

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

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

influence the decisions taken on the basis of these AFS. 

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

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

assessment of the risks of material misstatement in the 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 Management, as well as evaluating the 

presentation of the financial statements. 
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2.2 Compliance with AFS  and other reporting requirements  

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

We considered: 

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

amended and supplemented); 

 Requirements of Law no. 06/L-016 on Business Organisations;  

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

supplemented); 

 Requirements of Law no. 06/L-032 on Accounting, Financial Reporting and Auditing;  

 Requirements of Law no. 04/L-42 on Public Procurement (as amended and supplemented); 

 Guidelines requirements no. 2/2013/MoF on the Structure and contents of annual financial 

reports; and 

 POEs are also required to comply with the following requirements:  

o POE Charter;  

o Business Plan;  

o Quarterly reports;  

o Annual reports;  

o Consumer satisfaction Report; and  

o Draft plan and final procurement plan in time. 

During the interim audit phase, after our suggestions to carry out the necessary actions, a number 

of adjustments were made, but have not managed to eliminate the errors in whole. As a result, we 

have identified the findings, presented in Basis for Opinion. 

Given the above - the approval made by CEO and CFOT when the draft AFS are submitted to the 

Board of Directors can be considered to be incorrect because material errors were identified during 

the audit.   

In the context of other external reporting requirements, we have identified non-compliance as 

follows:   

 The quarterly reports of 2018 have only partially met the legal requirements of Articles 31.1 

and 31.4 of the Law on Publicly-Owned Enterprises. 

- By the end of September, 32 employees were employed, but these employments were 

not reported in the part of the report where it is required to present an overview of the 

Company's organisational structure, including all significant changes made during the 

respective quarter. 
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- Additionally, in the third quarterly report, the enterprise did not present a summary of 

all unfinished court procedures or arbitration proceedings or those threatened that could 

involve the POE and have not presented any suggestions or proposals for changes that 

is reasonably expected to increase the performance of the POE. 

- In addition, the approval by the BoD and the submission of quarterly reports to the 

PMUPE was delayed. The first quarter was approved with a delay of 13 days, the second 

quarter with 11 days delay, and the third quarter with 24 days delay, as well as the 

submission to PMUPE with 19 days delay.  

 

2.3 Recommendations related to Annual Financial Statements 

The following recommendations are given for the issues above:   

Recommendation A1 The Chairperson of the Board should ensure a comprehensive review of the 

assets register and that concrete improvement actions are taken in 

accordance with accounting standards for: asset valuation; asset 

reconciliation between asset registry and accounting records; depreciation 

of assets under the IASs and the recording of assets received as donation at 

their fair value. 

Recommendation A2 The Chairperson of the Board should ensure that the reconciliation between 

the ascertained condition of stocks during the inventory process and the 

accounting records for them is done to ensure the accuracy of the stocks’ 

value presented in the financial statements.  

Recommendation A3 The Chairperson of the Board should ensure that financial officers should 

conduct the recording of transactions that give effect to certain accounting 

periods based on the accrual principle, ensuring that deferred income is 

maturated (executed) even in future accounting periods. 

Recommendation A4 The Chairperson of the Board should ensure that immediate actions are 

taken to identify customers whose monetary means has been accumulated 

in the "Suspicious and Extraordinary Payments" account and their unpaid 

obligations have been deducted against the Enterprise. 

Recommendation A5 The Chairperson of the Board should ensure that the necessary corrective 

actions are taken to harmonise the data between the sales module with the 

accounting module in order to ensure accurate information on the accounts 

receivable. 
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Recommendation A6 The Chairperson of the Board should ensure that corrective actions are taken 

for sub-items of the item “Other Requirements" to ensure their accurate 

balance and presentation in the financial statements. 

Recommendation A7 The Chairperson of the Board should ensure that the necessary actions are 

taken to correct the errors identified in the accounting records in order to 

make an accurate presentation in the financial statements. In addition, 

mechanisms should be established that the register of obligations is 

reviewed on a regular basis in order to verify the completeness and accuracy 

of the list of obligations to suppliers. 

Recommendation A8 The Chairperson of the Board should ensure that corrective actions have 

been taken that the accounting records are in harmony with the balance of 

TAK debt and the balance of other obligations. 

Recommendation A9 The Chairperson of the Board should ensure that accurate accounting 

records are made upon establishing the provision, by recognising the 

obligations and expenses for them to obtain an accurate financial result. 

Recommendation A10 The Chairperson of the Board should ensure that the assets benefited from 

grants are included in the list of assets with their net value at the time of the 

registration and corrective actions are taken in cases where their value is not 

recognised correctly as deferred income.   

Recommendation A11 The Chairperson of the Board should ensure the establishment of a 

mechanism that each invoice corrected in the sales department is reported 

to the accounting as well as harmonising of the invoicing module has been 

done with the declared sales. 

Recommendation A12 The Chairperson of the Board should ensure that corrections have been 

made when the bad debt deleted in one period has been collected in the 

other period. 

Recommendation A13 The Chairperson of the Board should ensure that mechanisms are created 

through internal acts which will impede decisions being taken without the 

authorisation of the competent bodies. 

Recommendation A14 The Chairperson of the Board should ensure that effective processes have 

been established to confirm that corrections of errors identified in the cash 

flow and the statement of changes in equity have been made to ensure a true 

and fair view of them. 
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Recommendation A15 The Chairperson of the Board should ensure that the explanatory notes 

contain the basic principles used for the production of the financial 

statements and the information on the composition of the items of 

statements are provided in accordance with the requirements of the 

accounting standards. 

Recommendation A16 The Chairperson of the Board should ensure that external reporting 

requirements are made in accordance with the law on publicly-owned 

enterprises, that such reports have been approved in accordance with legal 

requirements and that their approval and submission is being made within 

the legal deadline.  

Recommendation A17 The Chairperson of the Board should ensure that an analysis has been 

carried out to determine the causes that have affected the Modification of 

opinion. The Chairperson of the Board should also ensure that actions to 

address the causes in a systematic and pragmatic manner to remove the 

errors in the annual financial statements and to ensure a true and fair view 

of them have been undertaken. 

In addition, the Chairperson of the Board should ensure that effective 

processes have been established to confirm that the 2019 production of 

financial statements plan addresses all issues pertaining to compliance. This 

should also include reviewing the draft statements by the Management, 

with particular focus on high risk areas and areas where errors have been 

identified in previous years. The signing of the statements by CEO and 

CFOT should not be made unless all the necessary checks have been applied 

before submitting them to the BoD. 
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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 Publicly Owned Enterprise. Specifically, 

we have handled revenues management, expenditures, assets, liabilities and accounts receivable. 

Financial Management and Control Conclusion 

Controls over the overall management of RWC Prishtina need major improvements since almost in 

all areas weaknesses have been identified. 

Revenue management needs improvement. This is so because the controls in this area were weak 

and impeded accurate recognition of them in the financial statements, delays in customer 

legalisation, customer registration without meeting the established criteria, non-application of 

punitive measures to debtors as well as cases of recording of customers without a description of the 

customer's name and personal number. 

In addition, stimulation of the employees at the end of the year with financial resources on behalf 

of good performance, while the Company had a negative financial result, non-compliance with 

deadlines during staff recruitment process, weaknesses in the engagement of employees and 

specific tasks, payment for meals without BoD's decision, salaries defined in the regulations with 

employee names rather than with positions were the identified weaknesses in the field of human 

resources management. 

Further, the supply of fuel without a contract, poor contract management, overestimation of 

expenses as a result of misclassifications, the purchase of used cars impact on inadequate 

management of expenditures. 

The existing controls in the management of non-current assets, accounts receivable, liabilities and 

equity are not adequate either. They have prevented the accurate and complete recording and 

reporting of these accounts both in the accounting records and in the AFS. These and other 

weaknesses presented in this report should be taken into account by the BoD to improve financial 

management and control of the Company. 
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3.1 Business plan (revenues and expenditures)  

We have reviewed the sources of revenue and expenditure planned with the annual business plan 

according to the respective categories. This is presented in the following tables 

Table 1. Table of revenues and expenditures according to annual pan for 2018  (in €)  

Description  
Initial 

planning  
Final 

planning  
 Outturn 

2018 
Outturn 

2017 

Revenues from sales/services  15,999,065 15,999,065 14,267,001 14,220,393 

Other revenues  314,638 314,638 56,6025 186,586 

Revenues from grants  1,177,569 1,177,569 2,149,196 1,562,369 

Total revenues  17,491,272 17,491,272 16,416,197 15,969,348 

Salary expenses  5,040,287 5,040,287 5,137,160 5,036,900 

Expenses for the purchase of 
unprocessed water  

657,650 657,650 642,196 425,800 

Energy expenses  2,900,647 2,900,647 2,312,212 2,472,201 

Fuel expenses  156,000 156,000 117,861 105,418 

Material expenses  699,212 699,212 739,460 501,269 

Other expenses  890,9576 890,957 1,218,5327 717,833 

Bad debt  1,483,858 1,483,858 30,437 869,929 

Interest expenses  500,000 500,000 486,637 0 

Total expenses  12,328,611 12.328,611 10,684,495 10,129,350 

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

• Revenue planning for 2018 was significantly higher than the execution for 2017. However, 

at the end of the year, the enterprise managed to execute 94% of the planned amount. 

Exceeding of the planned amount is noticed on grant revenues where the planned amount 

was exceeded by 82%. This is so due to the fact that during 2018 the enterprise registered 

some assets that were received as donations in previous years. These assets were recorded 

this year and based on the requirements of the standards for grants received, for depreciable 

assets they are recognised as income during the periods in which amortisation is charged for 

those assets. However, a lower execution rate compared to planning is noticed in other 

revenues where the plan was only met at 18%. 

                                                      
5 Within other revenues are included interest income on bank deposits in the amount of €13,063.  
6 Maintenance and repair expenditures in the amount of €90,076, financial expenditures in the amount of €48,100, external 

contractual expenditures in the amount of €752,781. 
7 Maintenance and repair expenditures in the amount of €117,000, Financial expenditures €24,128, External contractual 

expenditures €703,808, Expenditures of taxes of MESP €365,954, Expenditure on Sports, Culture and Solidarity €7,642  
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• Expenditures incurred this year compared to planning were 87%. The biggest expenditures 

were incurred in other expenditures, where their execution compared to planning was 

exceeded by 94%, due to a decision by MESP to pay annual fees. Regarding bad debt 

spending, compared to planning, we have a lower execution of 97% because the enterprise 

decided to recognise only the debts of customers as bad debts this year for which the 

likelihood of collection was very low. 

3.2 Statement of Financial Position   

We have audited the statement of financial position, by testing also the account balances, as well as 

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

accounting status of accounts, we have also addressed the aspects of compliance with laws and 

regulations and provided the following recommendations. 

Table 2. Statement of financial position of RWC “Prishtina” as on 31st December 2018   (in €)  

Assets  Year 2018 Year 2017 

Property, Plant and Equipment  95,164,582 89,219,181 

Following investments  0 9,527,043 

Non-current assets  95,164,582 98,746,224 

 Stocks  1,604,359 1,616,727 

 Accounts receivable  14,023,536 13,621,326 

 Other requirements  1,828,423 4,136,437 

Cash at bank and cashbox  4,319,492 5,224,093 

Total of assets  116,940,392 123,344,807 

Equity    

Shareholder capital  25,000 25,000 

Reserves  72,710,754 72,620,753 

Withheld profits/losses  (9,569,759) (10,049,648) 

Profit/ losses of the year  (751,015) 480,718 

Total equity  62,414,980 63,076,824 

 Liabilities    

 Long-term liabilities (deferred loans and grants)  52,311,203 58,165,463 

Commercial accounts payable and other liabilities  1,378,362 1,425,046 

 Taxes payable  835,847 677,473 

Total liabilities  54,525,412 60,267,983 

Total Liabilities and Equity  116,940,392 123,344,807 
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Issue A18 – Non-harmonisation between the assets register and the inventory commission report  

Finding  Article 7 of the Law on Accounting, Financial Reporting and Auditing (No. 

04/L-014), inter alia, requires that business organisations shall verify at least 

once a year the existence and valuation of assets through the inventory 

process and this inventory shall be equal to the accounting books. 

The company has not made the harmonisation between assets register and 

inventory commission report submitted in early 2019 with the supporting 

documents. 

According to official confirmations, the lack of detailed procedures in which 

the duties of the staff responsible should be clearly demonstrated, as well as 

staff engagements at work and other duties were the cause of identified 

deficiencies. 

Risk Non-harmonisation of the factual situation of assets with the accounting 

records resulted in improper presentation and disclosures of assets in the 

financial statements. 

Recommendation A18 The Chairperson of the Board should ensure that asset management rules 

are updated including respective procedures that will serve as clear 

guidelines not only for inventory commissions, but also for staff in charge of 

asset register management. 
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Issue A19 – Incomplete assets register 

Finding  Conceptual Framework for Financial Reporting paragraph 4.4 a) states that: 

an asset is an economic entity controlled source as a result of past events that 

predict future economic benefits to be entered into the entity. Whereas, IAS 

20, paragraph 23, provides for that a government grant may be in the form of 

transferring a non-monetary asset, such as a ground or other resources to be 

used by the economic entity. Under these circumstances, it is common to 

estimate the fair value of the non-monetary asset and both the grant and asset 

with the fair value should be accounted.   

Our comparisons made between the general asset registry, with the vehicle 

registry that are in use (a register managed by the vehicle management unit) 

shows that the number of vehicles does not match. Three vehicles, which 

according to official assertions were sold in previous years, still appear in the 

asset register. Whereas, a vehicle received as a donation in 2016, amounting 

to €9,817 was not recorded at all in the accounting records. 

The reason of these irregularities, according to asset management officers, 

was the failure to track the supporting documents by competent persons to 

the accounting office. In addition, in 2018, no special inventory process was 

carried out.  

Risk Failure to update the asset registry impacts on the incorrect presentation of 

the assets, affecting the underestimation/overestimation of non-current 

assets in the statement of financial position. 

Recommendation A19 The Chairperson of the Board should ensure that a vehicle inventory 

commission is established in order to establish a complete register of vehicles 

that are in use and update them also in the asset register.  
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Issue A20 – Delays in the receipt of advance payments for employees  

Finding  Rights against third parties (debtors) represent the entity's rights to third 

parties for collecting monetary funds that are not related to the sale of 

goods/services by the entity. They may be presented in the form of 

entitlements to unit employees for the funds given as advance payments. 

Our analyses of the item Other requirements in the amount of €1,828,423 

indicate that within it there are requests of employees (mainly advance 

payments) with an amount of €87,332, out of which €86,732 belong to the 

period 2014-2017, which were not yet collected. 

The reason for this was the negligence of the staff in their timely collection as 

well as the lack of an internal regulation that would clearly define the 

measures to be applied in such cases. 

Risk Failure to collect or withholding of these funds from employee’s salaries risks 

that these funds are not collected due to the possibility of terminating the 

employment relationship with these employees.  

Recommendation A20 The Chairperson of the Board should ensure that within a shortest period of 

time the Management takes concrete actions to draft and implement internal 

regulations for advance payments or advances, describing all the procedures, 

conditions, manners and the extent of the amount upon the request, namely 

receipt and return of the advance (advance payment). In addition, the 

Chairperson of the Board should ensure that within a reasonable time period 

the amount of funds provided to employees as an advance payment is 

collected.  
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Issue A21 – Presentation of small inventory in use and the auto tires in use, as stocks  

Finding  According to IAS 2 - Inventories, when an enterprise records the material 

which exiting the warehouse for the purpose of use, they should be 

recognised as an expense when the exit of the material occurred. 

The accounting item "stocks" includes two categories: small stock in use and 

auto tires in use, in the total amount of €71,642, which are materials that 

exited the warehouse before 2014, but are not recognised as expenses in the 

period of occurrence and are still held as assets of the Company. 

The reason for this was that the company's officials, in order to control their 

existence and to eliminate their loss, considered holding them as stocks as 

more appropriate. 

Risk Failure to recognise expenditure upon the exit of material from the 

warehouse results in overestimation of assets and carried forward profits.  

Recommendation A21 The Chairperson of the Board should ensure to strengthen internal controls 

through internal acts, which will regulate the recognition of all expenditures 

from the exit of material from the warehouse in the period in which it 

occurred, which will directly also result in accurate presentation of stocks in 

the financial statements. The Chairperson of the Board should also ensure 

that the necessary adjustments are made regarding the stocks in use. 
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3.3 Statement of Income and Expenditures 

RWC "Prishtina" has presented in the following statement all types of revenues it generated during 

the year, expenditures and financial result. 

Table 3. Statement of income and expenditures as on 31 December 2018   (in €)  

Description  Year 2018 Year 2017 

Income from water supply services  14,267,001  14,220,393 

Other operational  income   43,539 181,927 

Grant revenues  2,149,196 1,562,369 

Total revenues   16,459,736 15,964,689 

Expenditures for the purchase of unprocessed water  (642,196) (425,800) 

Energy expenditures  (2,312,212) (2,472,201) 

Fuel expenditures   (117,861) (105,418) 

Personnel expenditures – Wages and Salaries  (5,137,160) (5,036,900) 

Material expenditures   (739,460) (501,269) 

External contracting services  (703,808) (569,362) 

Tax expenditures  of MESP8 (365,954) 0 

Sport, culture and solidarity assistance expenditures  (7,642) (5,798) 

Maintenance and repair expenditures   (117,000) (119,429) 

Depreciation and amortisation expenditures   (6,539,319) (5,305,904) 

Bad debt provision expenditures   (30,437) (869,929) 

Financial outflow and transfer of financial result  (24,128) (23,244) 

Total expenditures  (16,737,177) (15,435,253) 

Operational profit/loss  (277,441) 529,437 

Revenues from the bank deposit interest  13,063 4,695 

Interests expenditures   (486,637)  

Pre-tax profit/loss (751,015) 534,132 

Profit tax   (53,413) 

Net profit/loss  (751,015) 480,718 

                                                      
8 Ministry of Environment and Spatial Planning  
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Issue A 22 – Incorrect handling of grant revenues  

Finding  According to IAS 20, grants received for depreciable assets are recognised as 

income over the periods in which amortisation is charged for those assets. 

The analyses made show that for three assets with zero value at the end of 

2017, the Company recognised depreciation expenses, respectively the grants 

revenues for 2018, in the amount of €63,468. Such recognition has overstated 

the grants revenues. 

This has happened as a result of negligence of officials during asset 

depreciation. 

Risk Recognising depreciation expenses for zero value assets, which consequently 

have an impact on revenues from grants, affects the financial result of the 

enterprise. 

Recommendation A22 The Chairperson of the Board should ensure that the correction of 

transactions related to the grant revenue is made and in cases when the value 

of the assets is zero their depreciation should not be allowed.  



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

 

 29 

Issue A23 – Delays in registration of water meters of individual customers  

Finding  Regulation no. 02/2017 on Customer Connection Procedures into Water 

Services, Articles 12-14 sets out the process and deadlines under which the 

processing of applications for connection and registration in the invoicing 

system should be carried out. The procedure for connecting the applicants to 

the water and sewage network system should be completed within 15 

calendar days. 

Within the last three years, a request for legalisation of individual water 

meters was submitted by 83 collective residence investors. In 12 tested 

samples, we noticed that in all cases, legalisation procedures were delayed 

ranging from one month to one year. Whereas, in two cases although the 

requests were made since April, namely September 2018, the verification of 

the requests had not yet been made by the commission engaged for 

verification of the situation on the ground.  

Failure to improve the situation by the investors themselves after the remarks 

received by the commission of verification as well as the engagement of 

commission at work and other duties were the main reasons for delays in 

verification and customer registration.  

Risk Delays in the process of legalisation or registration of these customers, not 

only are in contradiction with the regulation, but also cause non-invoicing of 

revenues in the period when service is provided and when water losses is 

increased. 

Recommendation A23 The Chairperson of the Board should ensure that in cases of non-fulfilment 

of customer obligations in improving the situation after the commission's 

remarks, concrete measures such as penalties or disconnections should be 

applied so that the registration of customers is made in the period when the 

service is provided. 
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Issue A24 – Registration of customers without meeting the defined criteria  

Finding  According to the Regulation No. 02/2016 on the Minimum Water Services 

Standards approved by WRA9, it is foreseen that customers should establish 

a suitable location for water meter installation and in case of non-fulfilment 

of this requirement, the service provider may refuse providing services or 

may suspend services for these customers. 

Within the last three years, a request for legalisation of individual water 

meters was submitted by 83 collective residence investors. In handling this 

issue, we have noticed that the management of the Company in January 2019 

made a decision to register all customers who are equipped with individual 

water meters, who have applied through investors in collective buildings. Of 

the total of 25 collective buildings, which are legalised based on this decision, 

we have dealt with five cases. During the review of remarks sent to these 

investors by the Enterprise Commission, we noticed that the main water 

meters did not meet the defined standards, while in two cases, remarks were 

also provided for some individual water meters. Irrespective of this, in 

January 2019, 245 customers were registered, who are part of these collective 

buildings. 

According to Company officials, the registration of these individual 

customers although the investors did not meet all the criteria was made in 

order to avoid delays in invoicing revenues for the service provided and 

failure to  further collect debts for customers. 

Risk Legalising customers without meeting all of the criteria may result in misuse 

of water by investors and customers, having the impact on the non-invoicing 

of customers for the services provided, will also consequently impact on the 

increasing of water losses. 

Recommendation A24 The Chairperson of the Board should ensure the establishment of a relevant 

commission for verifying all new registered customers to confirm whether 

these customers have implemented the commission’s observations. In cases 

when the water meters do not meet the required standards, their 

disconnection should be made within a shortest period of time.   

                                                      
9 Water Services Regulatory Authority  
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Issue A25 – Customers’ data not in accordance with WRA’s rules 

Finding  The WRA Regulation No. 03/2016 on the Water Service Customer Card in 

Kosovo stipulates that the customer register should, among others, include: 

the personal number and the customer's name. 

There are 489 customers in the customers register who lack the personal 

number and the customer's name. These customers are identified with the 

"NN" description and the amount that these customers owe to the Company 

is €134,137. 

According to the Company's officials, the registration of customers with the 

"NN" description occurred mainly due to the request of the investors of 

collective buildings for the unsold apartments, so as not to overburden them 

with debt on behalf of investors until they are sold.  

Risk Customer identification without a description of the customer's name and 

personal number constitutes legal incompliance and risks the non-collection 

of funds due to the inability of applying legal measures against these debtors. 

Recommendation A25 The Chairperson of the Board should ensure that within a set period of time 

review and take remedial measures so that all customers identified with the 

"NN" name are registered on behalf of service users. Moreover, the 

Chairperson of the Board should ensure that the credited amount identified, 

is defined for each of them and the necessary collection measures are taken. 
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Issue A26 – Invoicing of customers not in accordance with rules set out by WRA  

Finding  According to WRA decision no. 169 for approving the charge of invoicing for 

customers in cases without water meters, invoicing is only approved to 

household customers in collective buildings-apartments. All other customer 

categories should be invoiced based on meter reading, otherwise they will be 

disconnected. 

The company still makes invoicing without metering, at a flat rate, for 

customers who did not have water meters installed. The number of such 

customers ranges from 1,628 in January to 1,090 in December (no collective 

households – apartments customers were included). The amount of these 

invoicing amounted to €260,802, but the amount of water per m3, which is 

invoiced at a flat rate, was not approved by WRA. 

According to the sales manager, this type of invoicing is done when there are 

difficulties in reading the meter. While these customers were not 

disconnected because the existing staffing capacities have been more focused 

on debt collection, maintenance and repair of water leaks throughout the 

entire distribution network of the enterprise. 

Risk Unmetered invoicing or invoicing at a flat rate risks that the amount of water 

consumed is not accurate and the non-invoiced quantity is reflected on the 

increase in water losses, which affects the financial result of the enterprise. 

Recommendation A26 The Chairperson of the Board should ensure the drafting of an action plan 

for taking measures to stop invoicing at a flat rate, providing for the 

installation of water meters with all of these customers, deadlines and 

penalties for instances when installation of these water meters is not made. 
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Issue A27 – Non-application of penalties against debtor customers  

Finding  The Regulation on Invoicing Procedures for Water Services, Article 11.1, 

stipulates that if payment is not made within the deadline stated in the 

invoice, the company will proceed with the 2nd warning through which the 

customer is obliged to make the payment within 5 working days or else 

disconnection will follow. After this deadline, the Company will initiate the 

enforcement procedure. While the tariffs and services directive sets out a fee 

of €3 for submission of remarks. 

Following the analysis made of customer debts, it was noted that for 13,773 

customers, whose debt at the end of the year was €500 and did not make any 

payments during the year, the Company did not file any remarks for not 

paying the debt for these customers and consequently there was no invoicing 

in the amount of €41,319 for not proceeding the remarks. 

In addition, for 10,670 customers with a debt over €1,000, who did not make 

any payments during the year, the Company did not take any action to collect 

debts through enforcement procedures. 

According to the officials of the enterprise, the invoice is also taken as a 

reminder, whereby the back part of the invoice informs every customer about 

the manner of payment and that an appeal for payment was also made to 

debtor customers through the means of public information. As far as the 

enforcement procedures are concerned, we have no information, especially 

of the personal number of the customers because without this data the 

enforcement office cannot proceed with the case for enforcement. 

Risk Failure to send remarks to debtors affects the reduction of collection and 

revenues, and consequently this impacts on the decrease of financial result. 

In addition, failure to apply enforcement procedures risks aging of debt and 

its non-collection.  

Recommendation A27 The Chairperson of the Board should ensure that the customer register is 

filled in with all customer information, measures should be taken against 

customers not responding to payment requests, send remarks and in cases 

when customers do not respond to remarks, enforcement procedures should 

be applied. 
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Issue A28 – Failure in respecting deadlines during the staff recruitment process  

Finding  The Administrative Instruction on regulating public sector competition 

procedures obliges each employer to respect the deadlines set for different 

stages of the employee recruitment process. 

Our treatment for recruitment procedures has concluded that for five 

procedures there are delays in respecting deadlines after the closure of the 

competition, in some cases up to 30 days. 

This occurred because the persons responsible for appointing the commission 

and the persons assigned to the commission for the selection of the most 

successful candidate were engaged with other works and responsibilities. 

Risk Failure to respect the deadlines during the recruitment process may affect the 

failure of recruitment processes in case of complaints and delays in achieving 

the objectives of the enterprise.  

Recommendation A28 The Chairperson of the Board should ensure that when establishing 

selection commissions for candidates, the deadlines are respected, and during 

the period when the latter are engaged in commissions, their duties and 

responsibilities should be delegated to other staff, ensuring that their work is 

executed within the deadlines as defined by law. 
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Issue A29 – Engaging employees for specific work and duties longer than the period set out by 

Law  

Finding  The Labour Law obliges the public sector employer to announce public 

competition whenever an employee is hired and establishes an employment 

relationship, concludes an employment contract, written and signed by the 

employer and the employee and that the contract for specific work and duties 

cannot be longer than 120 days within a year. This law also stipulates that 

employees for specific work and duties are not entitled to annual leave and 

other rights set forth by the Collective Contract and the Employment 

Contract. 

For the position of physical security work, three employees were engaged for 

specific work and duties with the decision of the Chief Executive Officer, 

without conducting recruitment procedures, two of whom during January-

March worked and were paid without a contract concluded between the 

employer and the employee.  

Moreover, after the conclusion of the contract for specific work and duties 

with a deadline of 120 days, their engagement lasted 116 days longer than set 

out by the law. 

Whereas, one of the employees has been engaged for specific work and duties 

from 25.12.2017-24.04.2018, and he worked until the end of 2018 without a 

contract, and 251 more days than the period allowed by the law. In addition, 

these employees benefited allowances for meals, for work on holidays, and 

overnight work. 

The engagement of employees in the physical security position has occurred 

due to the termination of the contract with the security company for failing 

to meet the obligations. The exceeding of the legal deadline for these 

engagements has occurred due to the termination of regular recruitment 

procedures. Whereas, payments of allowances contrary to the law occurred 

because the enterprise considered these employees as regular employees. 

Risk The identified irregularities above risks engaging incompetent persons in the 

respective positions and this may result in operational inefficiency.  

Recommendation A29 The Chairperson of the Board should ensure that internal controls are 

strengthened through the internal acts of the enterprise, which would prevent 

the engagement of staff without a competitive process, payment of salaries 

and other benefits without supporting documents (employment contract), 

and contracts for specific work and duties should be concluded to the 

maximum deadlines allowed by law. 
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Issue A30- Deficiencies in the regulation of employee salaries  

Finding  Based on the amending and supplementing of the employee salaries 

regulation approved by BoD during 2015, the value of salaries of employees 

in the employment contract should be determined based on this regulation. 

The names of ten employees holding different position do not appear on the 

salary coefficients list of the applicable Regulation, which should be the basis 

for determining the salary. 

In addition, in five cases, the salaries of the employees specified by the 

employment contract differ from the salaries specified by the employee 

salaries regulation, as a result of the change in their positions. 

The absence of employees on the list of salary coefficients, which is part of the 

regulation, was due to the fact that salaries in the regulation were determined 

by names of employees and not with positions, and that the employment 

relationship with these employees was concluded after the approval of this 

regulation. 

Risk Failure to define salaries in the regulation for new employees of the enterprise 

risks that these employees are rewarded with a higher salary than they 

should for the respective position. While, determining coefficients based on 

employee names, rather than work positions causes irregularities in 

systematisation of employees in different work positions.  

Recommendation A30 The Chairperson of the Board should ensure that the employee salary 

regulation has been updated by determining salary coefficients based on 

positions, in accordance with the organisational structure of the enterprise. 
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Issue A31 – Failure to harmonise the salary coefficient between the salary regulation and 

employment contract  

Finding  The Enterprise Charter, Article 7 obliges the enterprise to issue regulations 

containing provisions on the administration and functioning of the company, 

which should be approved, amended or revoked only by the shareholders or 

the Managing Board of the Enterprise. 

Our tests in one case show that the coefficient set in the regulation and the 

employment contract was lower than the salary payment for this employee. 

This change was based on a decision to improve the errors of the salary 

levelling and systematisation commission, approved by CFO and CEO (who 

were not part of the commission). The decision concerns the amendment of 

the salary regulation, which is the competence of the Steering Board 

according to the Enterprise Charter.  

This has happened because of the employees’ complaint after the execution 

of the decision for salary levelling, which was evaluated by CFO and CEO, as 

grounded. 

Risk Determining the salaries for employees appointed by the Management being 

in contradiction with the regulations approved by the authority authorised to 

approve and amend them, not only impacts on irregular payments but also 

may cause demotivation to other employees who perform the same work, 

risking the quality of work. 

Recommendation A31 The Chairperson of the Board should ensure that internal controls are 

strengthened through the internal acts of the enterprise, which would ensure 

compliance with regulations and decisions adopted by the Managing Board 

of the Enterprise.  
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Issue A32 – Misclassification of accounting items  

Finding  According to IAS10 16, for an equipment to be considered a material item it 

should meet certain criteria: to be held for use in the manufacture or supply 

of goods or services for the lease to third parties or for administrative 

purposes and is expected to be used longer than a period. 

The company recorded 10 gaseous chlorine containers as expenses with a 

capacity of 800 litres in the total value of €35,344, although these containers 

meet the criteria to be registered as company equipment (assets). 

Misclassification of financial items occurred because the company was 

supplied with these equipment in 2015, and that year, they were incorrectly 

recorded as stocks-consuming materials. Consequently, the error was also 

carried forward to the accounting record in 2018 when the equipment was 

put into use. 

Risk Failure to properly record financial items results in overestimation of 

expenses and underestimation of assets, consequently this also affects the 

failure to properly present the AFS. 

Recommendation A32 The Chairperson of the Board should ensure that the necessary corrections 

are made to the identified errors and ensure that the established verification 

mechanisms for the verification of transaction records are functional so that 

such errors are prevented by minimizing the possibility of material 

misstatements in the statements.  

                                                      
10 International Accounting Standards  
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Issue A33 – Procurement of used goods  

Finding  The Public Procurement Law does not have any specific provision defining 

the procurement of used goods. However, the Public Procurement 

Regulatory Commission (PPRC) in the explanations given to the Frequently 

Asked Questions, the answers presented on its website on this subject, 

clarifies that despite that the procurement law does not prohibit the 

procurement of used goods such a thing is not recommended. The 

justification for this is that the technical specifications imposed by the 

Contracting Authority (CA) does not necessarily guarantee that two or more 

goods having the same technical specifications also have the same capacities 

in terms of performance and functionality. In addition, the procurement of 

used goods remains under the responsibility of the Contracting Authority 

(CA).  

While Article 6 of the PPL stipulates that all CAs are obliged to ensure that 

public funds and public resources are used in the most economical way, while 

taking into consideration the scope and matter of the procurement. 

The company made the contract notice together with the tender dossier for 

the procedure "Supply with used cars". However, despite the fact that the 

Procurement Office has notified the Company's management regarding the 

PPRC's interpretation on procurements of used goods, CFO and CEO 

authorised the initiation of this procedure by signing DNPDF11. 

According to the Bid Evaluation Report (dated 20.12.2018), the EO that had 

bided fulfilled all the requirements of the tender dossier and was 

recommended for signing the contract. Based on the winner's bid based on 

the tender dossier, the Enterprise would be supplied with three Karavan 

(sedan) cars (value €31,770), three pickups cars (value €23,940) and three 

trailers (value €7,740). The total value of vehicles is €63,451. The contract with 

the winning EO was signed on 14.01.2019. 

According to the justification given in DNPDF, the supply of used vehicles 

will facilitate the operational work of departments and units of the Company. 

Risk Procurement of used goods may affect the quality, performance and 

functionality of the goods and may affect the complete ineffective purchase 

for the Contracting Authority. This is due to the unpredictable and 

uncontrollable fact of comparison whether a product is in a better condition 

than the other. The inability to compare two identical tenders would 

constitute a breach of the principle of equal treatment of competitors. In 

addition, the purchase of used products questions the quality of 

services/products received for the money provided, impacting that the 

enterprise pays uncompetitive prices for such products.  
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Recommendation A33 The Chairperson of the Board should ensure that prior to the initiation of 

procurement procedures there is no aspect of the procurement activity in a 

manner that decreases or eliminates competition between economic 

operators or discriminates to the prejudice of or on the benefit of one or more 

economic operators. In addition, the technical criteria should ensure that the 

bid evaluation process is equal and is non-discriminatory.  

Issue A34 – Supply with fuel after contract expiration  

Finding  Law on Public Financial Management and Accountability, Article 3, obliges 

public enterprises that no obligation arising out of a document, agreement or 

arrangement is applied if the document, agreement or arrangement that 

establishes or results in the emergence of this obligation has been drafted, 

received or concluded in a manner that does not meet the conditions set out 

in the provisions of this law. 

When we handled the process of implementation of the public contract 

"Supply with diesel and petroleum", we noted that the company was 

supplied with 4,000 litres of diesel in the amount of €3,360, six days before 

the contract was signed with the economic operator. 

According to the Autopark manager, this occurred as a result of the 

emergence of urgent need for fuel supply, due to the lack of fuel reserves and 

this situation prevented the functioning of operating units.  

Risk Supplies without a contract increase the risk of supplies with higher prices, 

and before entering into contracts due to complaints filed from operators, 

procurement activities may be cancelled. This results in entering into 

obligations with economic operators who are not awarded with the contract. 

Recommendation A34 The Chairperson of the Board should ensure that internal policies have been 

drafted for the determination of minimum ceilings of fuel reserves and prior 

to expiration of contracts, within a reasonable period of time, procurement 

procedures to enable the conclusion of new contracts in a timely manner 

should be initiated.    

                                                      
11 Declaration of Needs and Availability of Funds  
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Issue A35- Signing of a Public Framework Contract with inappropriate Economic Operator   

Finding  Rules and the Operational Guidelines for Public Procurement, Article 27.3, 

specifies that each member of the group should meet the eligibility 

requirements specified in Article 65 of the PPL12. 

The company signed a public framework contract for Gastronomy services 

(beverages and food) with a group of economic operators although one of the 

operators as a group partner had not provided any evidence regarding the 

tax payment certificate and no evidence from the competent court proving 

that during the past two years it has not been declared bankrupt or insolvent, 

as required by Article 65 of the PPL. 

In addition, the winning economic operator did not provide health booklets 

for the employees performing the service, valid booklets not older than 6 

months by NIPHK13, which was a requirement in the technical specifications 

in the tender dossier. 

The reason for such irregularities was negligence or carelessness of the 

officials responsible for signing and managing the contract. 

Risk Failure to meet the eligibility requirements and technical specifications of the 

tender dossier may lead to signing public contracts with operators who have 

not fulfilled the legal obligations. 

Recommendation A35 The Chairperson of the Board should ensure that when signing public 

contracts, the legal requirements are fully respected and the public contract 

is awarded only to the operators which have met all the requirements 

specified in the tender dossier. 

3.4 Statement of changes in equity   

The equity has been presented according to the following structure in Annual Financial Statement 

of the Enterprise:  

Table 4: Equity of Publicly Owned Enterprise as on 31.12.2018  

Description  31 December 2018 31 December 2017 

CAPITAL   

Capital stock  25,000 25,000 

Reserve capital  72,710,753 72,620,753 

Carried forward profits/losses  (9,568,929) (10,049,648) 

Current year profits /loss (751,015) 480,718 

                                                      
12 Public Procurement Law  
13 National Institute of Public Health  
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3.5 Cash Flow Statement  

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

classifies the cash flow achieved through operating, investing and financial activities. Information 

on company’s cash flow is useful to give to the user of the financial statements, a cash flow estimate.  

Table 5: Receipts and expenditures of cash    (in €)  

Description  31 December 2018 31 December 2017 

Cash flow from operational activities    

Profit / loss before tax  (751,015) 534,131 

Depreciation  6,539,319 5,305,904 

Long-term liabilities  111,689 (816,432) 

Changes in short-term requirements  2,308,018 339,534 

Other commercial receivables  (402,210) (1,258,415) 

Grant revenues  (2,149,196) (1,562,369) 

Permission for bad debt  30,437 869,929 

Stocks  12,368 7,308 

Net flow from operational activities  5,699,410 3,419,590 

Cash flow from investment activities    

Payment for the purchase of non-current assets  (4,834,820) (4,961,558) 

Net cash from investment activities  (4,834,820) (4,961,588) 

Cash flow from financial activities    

Cash receipt from the loan equity, bonds, loans  454,417 1,148,444 

Payments for the loan equity, and bonds  (2,222,000) (2,222,000) 

Net cash from financial activities  (1,767,582) (803,555) 

Increase/decrease of cash during the year  (902,992) (2,345,524) 

Cash at the beginning of the year  5,224,092 7,569,616 

Cash at the end of the year  4,321,100 5,524,093 

 

  



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

 

 43 

3.6 Handling of Explanatory Notes  

Explanatory notes provide information regarding the basis of the preparation of financial 

statements and accounting policies required by IFRSs and provide additional information which is 

not disclosed in the Balance Sheet, Income Statement, Cash Flow Statement or Statement of Changes 

in Equity but are important to understand each one of them. 

 

Issue A36 – Incomplete presentation of explanatory notes  

Finding  According to IAS 1, explanatory notes should be presented systematically as 

long as this is possible. All items in the statement of financial position, income 

statement, statement of changes in equity or cash flow statement should be 

referred to the relevant information in the explanatory notes. 

The analysis made for explanatory notes has resulted in the issues raised as 

follows: the financial items in the statement of financial position and income 

statement were not referenced with the relevant explanatory notes; capital 

reserves which marked increase were not supported by explanatory notes; in 

the item, Other requirements, there are only numeric data without any 

description of the composition of these financial values; In the statement of 

income, the item "Financial expenses" contains only the description of various 

expenses in the amount of €12,873 without a description of their composition; 

and in Deferred Income - Grants there were no details  presented regarding 

their increase/decrease compared to the previous year. 

This has occurred as a result of lack of attention during the production of the 

explanatory notes. 

Risk Failure to reference the explanatory notes with related financial items and the 

lack of adequate disclosures limit the users of the statements to understand 

correctly the financial and business standing of the enterprise.  

Recommendation A36 The Chairperson of the Board should ensure that during the production of 

the explanatory notes the information is referenced with the relevant items 

and with corresponding details according to the accounting standards 

requirements. 
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4 Good Governance 

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

risk management process, while the other components are handled within the chapters or 

subchapters above.  

Overall Governance Conclusion  

There is a number of governance weaknesses within RWC Prishtina particularly related to 

accountability, risk management and the quality of management reporting. Other arrangements 

which would support the governance development such as the response to audit recommendations 

and follow-up of the implementation of recommendations by IAU need improvement.  
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4.1 Internal Audit System 

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

auditors.  An effective audit requires a comprehensive work programme that reflects financial and 

other risks to RWC “Prishtina” and provides sufficient assurance over the effectiveness of internal 

control. The impact of Internal Audit output should be judged by the importance that management 

places on addressing audit recommendation. IAU prepared the strategic plan and annual work plan 

based on the prior risk assessment, based on which it carried out the audits during the year. IAU 

for 2018 planned eight (8) engagements which were carried out completely.  

Through these reports, IAU provided information to management on how effective internal controls 

and their functioning are. The internal audit approach was based on risks and current events of the 

company. The Audit Committee has held regular meetings and reviewed all IAU reports.   

 

Issue A37 – Failure to follow-up the implementation of recommendations given by IAU  

Finding  International Standards for the Professional Practice of Internal 

Auditing   (ISPPIA) 2500.A1 foresee that the Head of IAU should establish 

follow-up monitoring processes and ensure that senior management staff 

actions are effectively implemented or that senior management staff has 

accepted the risk of not taking action. 

IAU has not established and does not maintain a system of monitoring the 

engagement communicated results to ensure that the recommendations are 

implemented effectively.  

This has occurred due to the lack of action plans by the audited units and that 

IAU justifies the monitoring of implementation of recommendations with 

verification of implementation in the following audit. 

Risk Failure to follow-up the implementation of the recommendations risks the 

failure to inform timely the Audit Committee and delays in the 

implementation of the recommendations, which consequently impede the 

improvement of governance processes, risk administration and timely 

control processes.  

Recommendation A37 The Chairperson of the Board should through the Audit Committee ensure 

that the Internal Audit Unit periodically monitors the communicated 

engagement results to ensure that recommendations are effectively 

implemented or that the management of the enterprise has accepted the risk 

of not taking actions. 
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Issue A38 – Failure of the implementation of IAU recommendations by Management 

Finding  According to ISPPIA 2440, as the Audit Director makes the distribution of 

audit results according to reconciliations in the final report, it is the 

responsibility of the senior management of the enterprise to fulfil the 

recommendations given or to accept the risk of not taking action. 

The Company's Management during the audit has not proven that it has 

systematically followed-up the progress of meeting the recommendations 

given by IAU. 

Enterprise officials have considered that the comments given on the 

commitment to meet the recommendations in the internal audit reports as 

well as the individual managers' initiatives responsible for their fulfilment 

are sufficient. 

Risk Failure to follow-up the implementation of recommendations by Enterprise 

Management impedes the improvement of governance processes, risk 

management and timely control processes.  

Recommendation A38 The Chairperson of the Board should ensure that the management of the 

enterprise continuously follows-up the implementation of recommendations 

given by the Internal Audit Unit in accordance with the commitments in the 

final recommendations.  
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4.2 Management Reporting, Accountability and Risk Management 

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

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

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

control and respond to risks threatening the Organisation. 

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

as intended, we have noticed that the measures applied are weak and ineffective and therefore do 

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

 

Issue A39 – Failure to draft the all risk management plan  

Finding  In making the assessment of the risks as an integral part of internal control, it 

is foreseen that in order to create an effective control environment the 

Management assesses the risks the entity faces while aiming to achieve its 

objectives. This assessment provides the basis for developing appropriate risk 

responses. 

The company prepared the Business Plan for 2018, which contains the threats 

(risks) of the enterprise, but has not prepared plans for management of all 

risks. Out of the 11 identified risks, it has prepared plans for the management 

of only three risks.  

Failure to draft a plan for the management of all risks occurred due to lack of 

due attention from management regarding this issue. 

Risk Lack of an adequate plan to manage all potential risks impacts the enterprise's 

inability to respond in a timely manner or to reduce risks at acceptable levels. 

Recommendation A39 The Chairperson of the Board should ensure that management has taken 

concrete steps to develop an all risk management plan that contains potential 

impact, preventive measures and later actions in cases when the risks are 

materialised.  
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5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS of RWC Prishtina resulted in 20 key recommendations. The 

Enterprise prepared an Action Plan stating how all recommendations will be implemented.  

Engagement in the addressing of issues and recommendations given in the prior audit report has 

been noticed and at the end of our 2018 audit, the implementation of recommendations was as 

follows: 10 recommendations have been implemented, three were in process and seven have not 

been addressed yet.  

For a more thorough description of the recommendations and how they are addressed, see Table 4 

(or Table of recommendations).    

Table 4 Summary of prior year recommendations and of 2018 

No Audit 
area 

Recommendations  of 2017  Actions taken  Status 

1 AFS The Chairperson of the Board should 
ensure that a comprehensive 
analysis is undertaken to determine 
the factors that have led to 
qualification in the audit opinion 
and actions are undertaken that 
issues which have affected the 
modification of the opinion are 
adjusted and not repeated.   

Further on, the Chairperson of the 
Board should ensure that effective 
processes are in place to confirm that 
the 2018 AFS production plan 
formally addresses all compliance 
issues, quarterly reports, invoicing 
service reports and accounting. This 
should also include Management 
review of the draft AFS with specific 
focus on high risk areas and areas 
where errors have been identified in 
previous years. The statements 
should not be signed by the CEO and 
CFOT unless all necessary checks 
have been applied before the same 
are submitted to the BoD. 

1. The enterprise 
announced the 
procurement procedures 
for the engagement of 
the competent company 
asset revaluation, but 
such a process was not 
yet accomplished due to 
the failure of these 
procedures. 

2. Receivables on 
accounting records 
compared to sales 
module notes were 
overstated by €91,847. 

3. Explanatory notes 
were not complete and 
accurate. 

Not 
implemented 

 

2 Business 
Plan  

The Chairperson of the Board should 
ensure that the business plan sets out 
clear and feasible objectives as well 
as required reviews to assess 

The enterprise has 
drafted and reviewed 
the business plan.  

Implemented.  
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whether the annual objectives of 
plan are being met. 

3 Account
s 
Receiva
ble  

The Chairperson of the Board should 
ensure that he will continue to use all 
legal means in time to increase 
collections from the company’s 
invoiced payments. 

AR compared to the 
previous year marked an 
increase of €399,210 but 
given that AR value was 
not correctly presented 
in the AFS, 
implementation cannot 
be verified. 

Closed 
unimplemente
d  

4 Stocks  The Chairperson of the Board should 
ensure that are identified the reasons 
that have led to fuel differences 
between the accounting registers 
and fuel reservoirs, and ensure that 
equipment for measuring fuel is 
according to the technical metrology 
standards to avoid the identified 
shortcomings. 

The device for 
measuring fuel is 
purchased. While 
regarding the fuel 
difference the case has 
been handed over to 
Economic Crimes 

Partially 
implemented  

5  Non-
current 
Assets  

The Chairperson of the Board should 
ensure that necessary actions are 
undertaken for recording and 
revaluation of assets in time and 
ensure full inventory of assets. 

The enterprise had 
carried out registration 
and Inventory of Water 
Factory in Shkabaj.  

Implemented  

6 Cash  The Chairperson of the Board should 
ensure that he has analysed the 
causes of low collection and 
strengthens internal controls by 
ensuring that all legal means are 
used to increase the collection from 
the company’s invoicing.  

During 2018 had higher 
level of collections. 

 

Implemented  

7 Wages 
and 
Salaries  

The Chairperson of the Board should 
ensure that such cases are not 
repeated in the future in order to 
avoid payment of employees 
without valid contracts. Also, 
stability in contract management 
should be secured. 

The enterprise 
concluded employment 
contracts with the 
company's managers. 

Implemented  

8 Wages 
and 
Salaries 

The Chairperson of the Board should 
ensure that additional actions have 
been taken to strengthen internal 
control in recruitment processes 
securing that they are fully in 
compliance with applicable legal 
acts in order to employ the most 
successful candidates. 

During the audit in 2018 
such irregularities have 
not been identified 

Implemented  
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9 Non-
current 
Assets  

 

The Chairperson of the Board should 
ensure that all necessary 
expropriation procedures and 
accurate design of project specifics 
have been completed prior to the 
signing of the contracts for executing 
works and comply with the contract 
termination deadlines. 

During the audit in 2018 
such delays in 
implementation of the 
project have not been 
identified. 

Implemented  

10 Goods 
and 
Services  

The Chairperson of the Board should 
ensure that the requesting units 
submit the requests in time allowing 
the Procurement Office to plan and 
initiate procurement activities and 
procedures in a timely manner. 

 

Even during 2018 there 
were delays in 
submitting requests and 
signing of unplanned 
contracts in the 
procurement plan. 

However, the enterprise 
had a better performance 
of the procurement plan 
compared to the 
previous year. 

Partially 
implemented. 

11 Goods 
and 
Services 

The Chairperson of the Board should 
ensure good management of 
contracts and in cases where 
operators do not comply with the 
time limits specified in the contracts, 
penalties for non-compliance with 
contract terms apply. 

During the testing of 
procurement procedures 
for 2018 we did not 
encounter delays in 
project implementation. 

Implemented  

12 Goods 
and 
Services 

The Chairperson of the Board should 
ensure that all necessary measures 
are taken in order to confiscate 
performance security for contracts 
terminated due to non-fulfilment by 
the Economic Operators. 

We have not 
encountered cases in 
which performance 
security was supposed 
to be executed 

Implemented  

13 Goods 
and 
Services 

The Chairperson of the Board should 
ensure that goods and services are 
purchased according to the 
requirements of the Law on 
Procurement to avoid deviation 
from legal requirements. 

We have not 
encountered payment 
cases for which the 
relevant procedures 
have not been 
implemented  

Implemented  

14 Financia
l 
Stateme
nts  

The Chairperson of the Board should 
take the necessary measures to re-
evaluate the reserve capital to verify 
its true value.  

The enterprise had 
announced the 
procurement 
procedures for the 
engagement of the 
competent asset 
revaluation company, 
but such a process was 
not yet accomplished 

Unimplement
ed. 



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

 

 51 

due to the failure of 
these procedures. 

15 Explana
tory 
Notes  

The Chairperson of the Board of 
Directors should ensure that during 
the preparation of the Financial 
Statements, the explanatory notes 
include sufficient information about 
the Company and its policies and 
complete and accurate notes on each 
item of financial statements, 
eliminating all differences of the 
explanatory notes to the amounts 
presented in the statement of 
financial position and income 
statement. 

Important accounting 
policies were disclosed, 
but this year's 
explanatory notes are 
accompanied by 
numerous shortcomings 

Unimplement
ed  

16 Good 
Governa
nce  

The Chairperson of the Board should 
ensure that an action plan is 
implemented which clearly sets out 
the actions, a timetable and 
responsible staff, and that it is 
updated every three months.  

A plan for 
implementation of the 
recommendations has 
been drafted, which 
contains timelines and 
responsible staff. 
However, not all 
recommendations were 
addressed. 

Implemented 
partially  

17 Internal 
Audit  

The Chairperson of the Board, 
through the Audit Committee, 
should consider the reasons why the 
Company management has not 
taken into consideration the 
recommendations given by the IAU, 
as well as to increase the 
accountability measures to the 
appointed staff for the 
implementation of 
recommendations. 

Even during 2018, the 
Management of the 
Enterprise has not 
proven to systematically 
follow the progress of 
implementing the 
recommendations given 
by IAU. 

Unimplement
ed  

18 Good 
Governa
nce  

The Chairperson of the Board should 
ensure that the necessary measures 
are taken to identify the managerial 
weaknesses and the potential 
operational and financial risks of the 
Company. 

 

Since the 
recommendation is 
generalised for some 
areas of audit, we have 
dealt with these in a 
special way and for 
which recommendations 
are given for each.  

Unimplement
ed, but closed  

19 Good 
Governa
nce  

The Chairperson of the Board should 
ensure that the necessary measures 
are taken to draft and approve a 
Code of Ethics as per the 
requirements of the Law on POEs 

The enterprise has 
drafted and approved 
the Code of Ethics. 

Implemented  
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and the code of ethics that MED 
modelled to assist POEs.  

20  Good 
Governa
nce 

 

 

The Chairperson of the Board should 
ensure that in website of the 
Company to be published all reports 
and documents required by the Law 
for Publicly Owned Enterprises, for 
the purpose of transparency to the 
public.  

All reports and 
documents required by 
the law on publicly 
owned enterprises were 
published on the 
company's website. 

Implemented  

No Audit 

area 

Recommendations of 2018 

 

1 Basis for 
Opinion  

The Chairperson of the Board should ensure a comprehensive review of the assets 
register and that concrete improvement actions are taken in accordance with 
accounting standards for: asset valuation; asset reconciliation between asset 
registry and accounting records; depreciation of assets under the IASs and the 
recording of assets received as donation at their fair value. 

2 Basis for 
Opinion 

The Chairperson of the Board should ensure that the reconciliation between the 
ascertained condition of stocks during the inventory process and the accounting 
records for them is done to ensure the accuracy of the stocks’ value presented in 
the financial statements.  

3 Basis for 
Opinion 

The Chairperson of the Board should ensure that financial officers should conduct 
the recording of transactions that give effect to certain accounting periods based 
on the accrual principle, ensuring that deferred income is maturated (executed) 
even in future accounting periods. 

4 Basis for 
Opinion 

The Chairperson of the Board should ensure that immediate actions are taken to 
identify customers whose monetary means has been accumulated in the 
"Suspicious and Extraordinary Payments" account and their unpaid obligations 
have been deducted against the Enterprise. 

5 Basis for 
Opinion 

The Chairperson of the Board should ensure that the necessary corrective actions 
are taken to harmonise the data between the sales module with the accounting 
module in order to ensure accurate information on the accounts receivable. 

6 Basis for 
Opinion 

The Chairperson of the Board should ensure that corrective actions are taken for 
sub-items of the item “Other Requirements" to ensure their accurate balance and 
presentation in the financial statements. 

7 Basis for 
Opinion 

The Chairperson of the Board should ensure that the necessary actions are taken 
to correct the errors identified in the accounting records in order to make an 
accurate presentation in the financial statements. In addition, mechanisms should 
be established that the register of obligations is reviewed on a regular basis in 
order to verify the completeness and accuracy of the list of obligations to 
suppliers. 

8 Basis for 
Opinion 

The Chairperson of the Board should ensure that corrective actions have been 
taken that the accounting records are in harmony with the balance of TAK debt 
and the balance of other obligations 
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9 Basis for 
Opinion 

The Chairperson of the Board should ensure that accurate accounting records are 
made upon establishing the provision, by recognising the obligations and 
expenses for them to obtain an accurate financial result. 

10 Basis for 
Opinion 

The Chairperson of the Board should ensure that the assets benefited from grants 
are included in the list of assets with their net value at the time of the registration 
and corrective actions are taken in cases where their value is not recognised 
correctly as deferred income.   

11 Basis for 
Opinion 

The Chairperson of the Board should ensure the establishment of a mechanism 
that each invoice corrected in the sales department is reported to the accounting 
as well as harmonising of the invoicing module has been done with the declared 
sales. 

12 Basis for 
Opinion 

The Chairperson of the Board should ensure that corrections have been made 
when the bad debt deleted in one period has been collected in the other period. 

13 Basis for 
Opinion 

The Chairperson of the Board should ensure that mechanisms are created through 
internal acts which will impede decisions being taken without the authorisation 
of the competent bodies. 

14 Basis for 
Opinion 

The Chairperson of the Board should ensure that effective processes have been 
established to confirm that corrections of errors identified in the cash flow and the 
statement of changes in equity have been made to ensure a true and fair view of 
them. 

15 Basis for 
Opinion 

The Chairperson of the Board should ensure that the explanatory notes contain 
the basic principles used for the production of the financial statements and the 
information on the composition of the items of statements are provided in 
accordance with the requirements of the accounting standards. 

16 Basis for 
Opinion 

The Chairperson of the Board should ensure that external reporting requirements 
are made in accordance with the law on publicly-owned enterprises, that such 
reports have been approved in accordance with legal requirements and that their 
approval and submission is being made within the legal deadline.  

17 Basis for 
Opinion 

The Chairperson of the Board should ensure that an analysis has been carried out 
to determine the causes that have affected the Modification of opinion. The 
Chairperson of the Board should also ensure that actions to address the causes in 
a systematic and pragmatic manner to remove the errors in the annual financial 
statements and to ensure a true and fair view of them have been undertaken. 

In addition, the Chairperson of the Board should ensure that effective processes 
have been established to confirm that the 2019 production of financial statements 
plan addresses all issues pertaining to compliance. This should also include 
reviewing the draft statements by the Management, with particular focus on high 
risk areas and areas where errors have been identified in previous years. The 
signing of the statements by CEO and CFOT should not be made unless all the 
necessary checks have been applied before submitting them to the BoD. 

18 Stateme
nt of 
Financia
l 
Position  

The Chairperson of the Board should ensure that asset management rules are 
updated including respective procedures that will serve as clear guidelines not 
only for inventory commissions, but also for staff in charge of asset register 
management. 
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19 Stateme
nt of 
Financia
l 
Position 

The Chairperson of the Board should ensure that a vehicle inventory commission 
is established in order to establish a complete register of vehicles that are in use 
and update them also in the asset register. 

20 Stateme
nt of 
Financia
l 
Position 

The Chairperson of the Board should ensure that within a shortest period of time 
the Management takes concrete actions to draft and implement internal 
regulations for advance payments or advances, describing all the procedures, 
conditions, manners and the extent of the amount upon the request, namely 
receipt and return of the advance (advance payment). In addition, the 
Chairperson of the Board should ensure that within a reasonable time period the 
amount of funds provided to employees as an advance payment is collected.  

21 Stateme
nt of 
Financia
l 
Position 

The Chairperson of the Board should ensure to strengthen internal controls 
through internal acts, which will regulate the recognition of all expenditures from 
the exit of material from the warehouse in the period in which it occurred, which 
will directly also result in accurate presentation of stocks in the financial 
statements. The Chairperson of the Board should also ensure that the necessary 
adjustments are made regarding the stocks in use. 

22 Stateme
nt of 
Income 
and 
Expendi
tures   

The Chairperson of the Board should ensure that the correction of transactions 
related to the grant revenue is made and in cases when the value of the assets is 
zero their depreciation should not be allowed.  

23 Stateme
nt of 
Income 
and 
Expendi
tures   

The Chairperson of the Board should ensure that in cases of non-fulfilment of 
customer obligations in improving the situation after the commission's remarks, 
concrete measures such as penalties or disconnections should be applied so that 
the registration of customers is made in the period when the service is provided. 

24 Stateme
nt of 
Income 
and 
Expendi
tures   

The Chairperson of the Board should ensure the establishment of a relevant 
commission for verifying all new registered customers to confirm whether these 
customers have implemented the commission’s observations. In cases when the 
water meters do not meet the required standards, their disconnection should be 
made within a shortest period of time.   

25 Stateme
nt of 
Income 
and 
Expendi
tures   

The Chairperson of the Board should ensure that within a set period of time 
review and take remedial measures so that all customers identified with the "NN" 
name are registered on behalf of service users. Moreover, the Chairperson of the 
Board should ensure that the credited amount identified, is defined for each of 
them and the necessary collection measures are taken. 

26 Stateme
nt of 
Income 
and 

The Chairperson of the Board should ensure the drafting of an action plan for 
taking measures to stop invoicing at a flat rate, providing for the installation of 
water meters with all of these customers, deadlines and penalties for instances 
when installation of these water meters is not made. 
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Expendi
tures   

27 Stateme
nt of 
Income 
and 
Expendi
tures   

The Chairperson of the Board should ensure that the customer register is filled in 
with all customer information, measures should be taken against customers not 
responding to payment requests, send remarks and in cases when customers do 
not respond to remarks, enforcement procedures should be applied. 

28 Stateme
nt of 
Income 
and 
Expendi
tures   

The Chairperson of the Board should ensure that when establishing selection 
commissions for candidates, the deadlines are respected, and during the period 
when the latter are engaged in commissions, their duties and responsibilities 
should be delegated to other staff, ensuring that their work is executed within the 
deadlines as defined by law. 

29 Stateme
nt of 
Income 
and 
Expendi
tures   

The Chairperson of the Board should ensure that internal controls are 
strengthened through the internal acts of the enterprise, which would prevent the 
engagement of staff without a competitive process, payment of salaries and other 
benefits without supporting documents (employment contract), and contracts for 
specific work and duties should be concluded to the maximum deadlines allowed 
by law. 

30 Stateme
nt of 
Income 
and 
Expendi
tures   

The Chairperson of the Board should ensure that the employee salary regulation 
has been updated by determining salary coefficients based on positions, in 
accordance with the organisational structure of the enterprise. 

31 Stateme
nt of 
Income 
and 
Expendi
tures 

The Chairperson of the Board should ensure that internal controls are 
strengthened through the internal acts of the enterprise, which would ensure 
compliance with regulations and decisions adopted by the Managing Board of the 
Enterprise. 

32 Stateme
nt of 
Income 
and 
Expendi
tures   

The Chairperson of the Board should ensure that the necessary corrections are 
made to the identified errors and ensure that the established verification 
mechanisms for the verification of transaction records are functional so that such 
errors are prevented by minimizing the possibility of material misstatements in 
the statements.  

33 Stateme
nt of 
Income 
and 
Expendi
tures   

The Chairperson of the Board should ensure that prior to the initiation of 
procurement procedures there is no aspect of the procurement activity in a 
manner that decreases or eliminates competition between economic operators or 
discriminates to the prejudice of or on the benefit of one or more economic 
operators. In addition, the technical criteria should ensure that the bid evaluation 
process is equal and is non-discriminatory.  
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34 Stateme
nt of 
Income 
and 
Expendi
tures   

The Chairperson of the Board should ensure that internal policies have been 
drafted for the determination of minimum ceilings of fuel reserves and prior to 
expiration of contracts, within a reasonable period of time, procurement 
procedures to enable the conclusion of new contracts in a timely manner should 
be initiated.    

35 Stateme
nt of 
Income 
and 
Expendi
tures   

The Chairperson of the Board should ensure that when signing public contracts, 
the legal requirements are fully respected and the public contract is awarded only 
to the operators which have met all the requirements specified in the tender 
dossier. 

36 Explana
tory 
Notes  

The Chairperson of the Board should ensure that during the production of the 
explanatory notes the information is referenced with the relevant items and with 
corresponding details according to the accounting standards requirements. 

37 Internal 
Audit 
System  

The Chairperson of the Board should, through the Audit Committee, ensure that 
the Internal Audit Unit periodically monitors the communicated engagement 
results to ensure that recommendations are effectively implemented or that the 
management of the enterprise has accepted the risk of not taking actions 

38 Internal 
Audit 
System 

The Chairperson of the Board should ensure that the management of the 
enterprise continuously follows-up the implementation of recommendations 
given by the Internal Audit Unit in accordance with the commitments in the final 
recommendations.  

39 Manage
ment 
Reportin
g, 
Account
ability 
and Risk 
Manage
ment 

The Chairperson of the Board should ensure that management has taken concrete 
steps to develop an all risk management plan that contains potential impact, 
preventive measures and later actions in cases when the risks are materialised. 
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Annex I: Explanation of the different types of opinion 

applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework. 

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

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

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

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

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

appropriate audit evidence, may be materially misstated; and 

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

on the financial statements. 

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

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

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

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

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

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

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

material and pervasive to the financial statements. 

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

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

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

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

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

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

remove the limitation. 

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

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

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

responsibility. It also includes illustrative examples of reports. 

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

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

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

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

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

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

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

 be included immediately after the opinion; 

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

 include a clear reference to the matter being 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: Letter of confirmation  

 


