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1 Audit Opinion     

We have completed the audit of the financial statements of POE KOSTT J.S.C for the year 

ended on 31 December 2023 in accordance with the Law on the National Audit Office of 

the Republic of Kosovo and International Standards of Supreme Audit Institutions (ISSAIs). 

The audit was mainly conducted to enable us to express an opinion on the financial 

statements and conclusion on compliance with authorities1. 

Qualified opinion on annual financial statements 

We have audited the annual financial statements of the POE KOSTT J.S.C, which comprise 

the statement of financial position for 2023, statement of comprehensive income, statement 

of cash flow, statement of changes in equity, explanatory notes to financial statements, 

including a summary of significant accounting policies and other reports, for the year ended 

as of 31 December 2023. 

In our opinion, except for the effects of the matter/s described in the Basis for Qualified 

Opinion section of our report, the accompanying financial statements for the year ended 

31 December 2023 give a true and fair view, in all material respects of the financial 

position of the POE KOSTT J.S.C  as of December 31, 2023, and its financial performance 

and its cash flows for the year 2023, in accordance with International Financial Reporting 

Standards (IFRSs). 

Basis for Qualified Opinion 

A1 The company has not made revaluation of fixed assets since establishment, to 

ensure that their accounting value does not differ materially from what would be 

determined if fair value was used after revaluation at the end of the reporting 

period. 

 

B1 As regards the land area of 5.68 hectares that is registered in the asset register, 

the company does not have evidence that they are owned by it. The company also 

has 11 apartments registered in its registers with a net book value of €158,460 for 

which there is no information about where they are exactly located and what their 

ownership status is. Whereas the company owns the surface of 10.62 hectares, but 

it was not registered in the asset register. Due to the nature of the issue, the auditor 

was unable to identify the financial value of the non-registration, but the error is 

considered material in terms of misstatement.  

 

For more details, see sub–chapter 2.1 Issues with impact on the audit opinion 

 
1 Compliance with authorities – compliance with all the public sector laws, rules, regulations, and relevant 

standards and good practices 
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We conducted our audit 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 Financial Statements section of our report. 

NAO is independent from the auditee in accordance with INTOSAI-P 10, ISSAI 130, as well 

as other relevant requirements for auditing the AFS of Publicly Owned Enterprises and NAO 

Code of Ethics. We believe that the audit evidence we have obtained is sufficient and 

appropriate to provide a basis for our opinion. 

Audit Conclusion on Compliance 

We have also audited if the processes and underlying transactions are in compliance with 

the established audit criteria arising from the legislation applicable for the auditee as 

regards making use of financial resources. 

In our conclusion, except for the effects of the matter/s described in the Basis for 

Conclusion section of our report, the transactions carried out at the POE KOSTT J.S.C  

have been, in all material respects, in compliance with the established audit criteria arising 

from the legislation applicable for the auditee as regards making use of financial resources. 

Basis for the Conclusion 

A2 The company, in its financial statements, had registered obligations to suppliers in 

the amount of €78,944 (three cases) which appear as such starting from 2011 

onwards. The company had not made the payments to the suppliers even though 

all the terms of the contract had been fulfilled.  
 

A3 The company had signed a contract with an economic operator whose owner had 

bid with two businesses in the same procurement procedure. 

A4 The engagement of the audit services of the private auditor, despite the fact that 

the enterprise was subject to an audit by NAO. 

A5 In the framework public contract "Service and maintenance of Trucks with Cranes" 

for the services performed, the total value of the category was exceeded, which is 

determined based on the importance of the service in the category. 

 

For more details, see sub–chapter 2.2 Issues with impact on the compliance conclusion 

We conducted our audit 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 Financial Statements section of our report. 

NAO is independent from the auditee in accordance with INTOSAI-P 10, ISSAI 130, as well 

as other relevant requirements for auditing the AFS of Publicly Owned Enterprises and NAO 

Code of Ethics. We believe that the audit evidence we have obtained is sufficient and 

appropriate to provide a basis for our conclusion. 
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Other issues 

 

1 According to KOSTT notes, the obligations to KEK were €3,939,692, while according 

to KEK's confirmation and notes, the value of the obligation was €4,263,311. The 

difference of €331,988 is a result of the non-acceptance of two invoices issued as 

a penalty for late payment of obligations by KEK. 

 

For this, KOSTT had sent a letter for the settlement of these obligations with the 

reason that the basis of these penalties is related to the balancing account which 

KOSTT only managed, while as regards the settlement of mutual obligations, they 

are caused by the parties that cause the imbalances. According to them, only if 

one party fails to fulfill its obligations, then KOSTT necessarily fails to pay the 

obligations of the other party.  

2 The annual financial statements of KOSTT J.S.C. for the year ended December 31, 

2022, were audited by a private auditing company, which expressed an unmodified 

opinion on these statements. 
  

Other Information different from the financial statements and the auditor’s report on them 

Management is responsible for the other information. Other information includes the 

management report and the corporate governance statement but not the financial 

statements and our auditor’s report on these statements. 

Our opinion on the financial statements does not cover the other information, and we do 

not express any form of assurance conclusion on them. 

In connection with our audit of the financial statements, we are responsible for reading the 

other information and evaluating whether it contains material inconsistencies with the 

financial statements or the knowledge we obtained during the audit or otherwise appears 

to contain material misstatements. 

We have considered whether the information in the management report is in accordance 

with the information in the financial statements, and whether the corporate governance 

statement includes the disclosures required under Articles 7 and 10 of Law 06/L-032 on 

Accounting, Financial Reporting, and Auditing. 

If, based on the work we have performed, we conclude that there is a material misstatement 

in the other information, we are required to report that fact. As described in the Basis for 

Qualified Opinion section: 

1. The entity has not revalued its fixed assets since its establishment to ensure that 

their carrying value does not materially differ from the value that would be 

determined if fair value had been used at the end of the reporting period. 
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2. The entity had not updated its asset register to reflect changes over the years in 

immovable properties. 

Responsibilities of Management and Those Charged with Governance for the Annual Financial 

Statements 

The Management is responsible for the preparation and fair presentation of the financial 

statements in accordance with International Financial Reporting Standards (IFRSs). 

Management is also responsible for establishing internal controls that management 

determines are necessary to enable the preparation of financial statements that are free 

from material misstatements whether due to fraud or error. This includes also the application 

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

and Law 06 / L-032 on Accounting, Financial Reporting and Auditing. 

The Board of Directors is responsible to ensure the oversight of the POE KOSTT J.S.C ’s 

financial reporting process. 

Management’s Responsibility for Compliance 

POE KOSTT J.S.C ’s Management is also responsible for the use of the POE KOSTT J.S.C 

’s financial resources in compliance with all the applicable laws, rules and regulations.2 

Auditor General’s Responsibility for the audit of AFS  

Our objectives are to obtain reasonable assurance about whether the financial statements 

as a whole are free from material misstatement, whether due to fraud or error, and to 

issue an auditor’s report that includes our opinion. Reasonable assurance is a high level 

of assurance but is not a guarantee that an audit conducted in accordance with ISSAIs 

will always detect a material misstatement when it exists. Misstatements can arise from 

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

reasonably be expected to influence the economic decisions of users taken on the basis 

of these financial statements. 

Our objective is also to express an audit opinion on compliance of respective POE KOSTT 

J.S.C ’s authorities with the established audit criteria arising from the legislation applicable 

for the auditee as regards making use of financial resources. As part of an audit in 

accordance with the Law on NAO and ISSAIs, we exercise professional judgment and 

maintain professional scepticism throughout the audit. We also: 

 
2 Collectively referred to as compliance with authorities 
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• Identify and assess the risks of material misstatement of the financial statements, 

whether due to fraud or error, design and perform audit procedures responsive to 

those risks, and obtain audit evidence that is sufficient and appropriate to provide 

a basis for our opinion. The risk of not detecting a material misstatement resulting 

from fraud is higher than for one resulting from error, as fraud may involve collusion, 

forgery, intentional omissions, misrepresentations, or the override of internal control. 

• Identify and assess the risks of non-compliance with authorities, whether due to 

fraud or error, design and perform audit procedures responsive to those risks, and 

obtain audit evidence that is sufficient and appropriate to provide a basis for our 

opinion on compliance with authorities. The risk of not detecting an incidence of 

non-compliance with authorities resulting from fraud is higher than for one resulting 

from error, as fraud may involve collusion, forgery, intentional omissions, 

misrepresentations, or the override of internal control. 

• Obtain an understanding of internal control relevant to the audit in order to design 

audit procedures that are appropriate in the circumstances, but not for the purpose 

of expressing an opinion on the effectiveness of the POE KOSTT J.S.C ’s internal 

control. 

• Assess the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by management. 

• Conclude on the appropriateness of management’s use of the going concern basis 

of accounting and, based on the audit evidence obtained, whether a material 

uncertainty exists related to events or conditions that may cast significant doubt on 

the CERN’s ability to continue as a going concern. If we conclude that a material 

uncertainty exists, we are required to draw attention in our auditor’s report to the 

related disclosures in the financial statements or, if such disclosures are inadequate, 

to modify our opinion. Our conclusions are based on the audit evidence obtained 

up to the date of our auditor’s report. However, future events or conditions may 

cause the Organisation to cease to continue as a going concern. 

• Assess the overall presentation, structure and content of the financial statements, 

including the disclosures, and whether the financial statements give a true and fair 

view of the underlying transactions and events. 

We communicate with management and those charged with governance regarding, among 

other matters, the planned scope and timing of the audit and significant audit findings, 

including any significant deficiencies in internal control that we identify during our audit. 

From the matters communicated with management, we determine those matters that were 

of most significance in the audit of the financial statements of the current period and are 

therefore the key audit matters. The audit report is published on the NAO’s website, except 

for information classified as sensitive or other legal or administrative prohibitions in 

accordance with applicable legislation. 
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2 Findings and recommendations  

During the audit, we noted areas for potential improvement, including internal control, which 

are presented below for your consideration in the form of findings and recommendations. 

The issues that have had an impact on the opinion of the financial statements are the 

non-periodic revaluation of long-term assets, the non-updating of immovable properties with 

the changes that have occurred over the years. 

The compliance conclusion was affected by weaknesses in the evaluation of tenders in a 

procurement activity, the signing of the contract for the audit of financial statements, 

exceeding the total value of the category according to the contract, as well as non-payment 

of obligations to suppliers. 

Other issues that have not influenced the opinion, but only financial management and 

compliance are the lack of internal regulations for asset management, improper planning 

and execution of the procurement plan, the application of selection criteria not in harmony 

with the LPP, as well as the lack of stock provisioning policy.  

These findings and recommendations are intended to make the necessary correction of 

the financial information presented in the financial statements, including the disclosures in 

the form of explanatory notes and to improve internal controls related to financial reporting 

and compliance with the authorities related to the management of public sector resources. 

We will follow up (review) these recommendations during next year's audit 

This report resulted in 10 recommendations, of which eight (8) new recommendations and 

two (2) repeated recommendations. 

For the status of previous year’s recommendations and the extent of their implementation, 

see Chapter 3. 
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2.1 Issues with impact on the audit opinion  

Issue A1 – Failure to revaluate the enterprise’s assets 

Finding  According to International Accounting Standard 16, the cost of an item 

of property, plant and equipment (land, buildings, machinery and 

equipment) will be recognized as an asset if, and only if: (a) it is 

probable that the future economic benefits associated with the item 

will flow to the entity; and (b) the cost of the asset can be measured 

reliably. The measurement and recognition of an item of long-term 

tangible assets will be based on their cost. The cost of an item of 

long-term tangible assets (land, buildings, machinery and equipment) is 

equivalent to the price in monetary means on the date of recognition. 

After recognition as an asset, an item of long-term tangible assets 

(land, buildings, machinery and equipment), whose fair value can be 

reliably measured, will be carried at the revalued amount, which is the 

fair value of the items at the revaluation date minus any subsequent 

accumulated depreciation and any accumulated impairment loss. 

Revaluations will be made on a regular basis sufficient to ensure that 

the book value (net) of the asset does not differ materially from that 

which would be determined if fair value were used at the end of the 

reporting period. If an item of long-term tangible assets (land, buildings, 

machinery and equipment) is revalued, the entire category of long-term 

tangible assets to which the asset belongs must be revalued. 

In 2006, with the separation process, the necessary assets were 

transferred from the Kosovo Energy Corporation (KEK) to PE Kostt J.S.C. 

for its independent operation. The company had recorded them in the 

accounting registers with their net values as they were submitted by 

KEK. The items of buildings, plants and equipment in Kostt records 

were presented at the initial values of assets (minus accumulated 

depreciation) estimated by an independent consultant at the time of 

conversion from a Corporation to a Joint Stock Company on January 

1, 2005. From that period, the company has not further revaluated its 

assets.  

As a result, the asset register shows 4,467 assets with a historical cost 

of €51,751,886 that are fully depreciated, and their net book value is 

zero. Moreover, within the assets with zero net value, 453 assets had 

no historical cost at the time of registration. Of them, 38 lands, 10 

buildings, 26 roads, 151 network equipment and 228 other equipment. 
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This had happened because the management had considered the 

industry specific and difficult to implement asset revaluations in 

practice. 

Impact Failure to carry out revaluation of assets in use increases the risk that 

their accounting value on the date of reporting the financial statements 

will be materially different from their fair value. 

Recommendation A1 The Board of Directors assures that revaluations of the assets will be 

carried out to ensure that the presented value of the assets in the 

financial statements does not materially differ from their fair value at  

Management’s Response: Disagree 

In more detail, see Appendix I 

Issue B1 - Failure to update the asset register with the changes that have occurred over 

the years for immovable properties. 

Finding  IAS 16, land, buildings and equipment are tangible items that are held 

for use in the production or supply of goods or services for lease to 

third parties or for administrative purposes and are expected to be 

used over more than one period. Whereas, the Conceptual Framework 

in paragraph 4.11 defines that the legal possession of a physical object 

may entail a number of rights, including, the right to use the object, 

the right to sell rights over the object, the right to pledge the object 

and other rights.  

The accounting records of assets include 50 parcels of land inherited 

from KEK, however, according to the company's evidence, the ownership 

status of all the inherited properties has not been defined. 

The enterprise had not updated the asset register with the changes 

that occurred over the years for immovable properties, as follows: 

• For 10 tested samples of land with a total area of 5.68 hectares 

which appear in the asset register, the company does not 

possess a certificate of ownership. Moreover, the company does 

not have other follow-up information regarding their exact 

location and whether they are in use by the company. 

• According to the register provided by the legal office, which 

specifies the parcels owned by it, the company owns land areas 

of 10.62 hectares in different cadastral areas, but these are not 

registered in the company's registers. 
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• Also, there were differences between the surfaces registered in 

the possession sheets compared to those in the asset register. 

According to the ownership sheet, the company owns an area 

of 34.92 hectares in Obiliq (Kosovo B), while the register shows 

an area of 25.30 hectares. So, there is a difference of 9.6 

hectares.  

• In addition, the company has registered immovable properties 

in the asset register summarized by the title deeds and not 

separately according to the number of plots. The fact that the 

title deeds contain a large number of plots and in some cases, 

even different types of property within the same title deeds such 

as rural land, forest, and building, has made it impossible to 

identify the fair value of the properties individually. 

• Furthermore, the company has 11 apartments with a net book 

value of €158,460 in its registers. For these apartments, the 

company does not have information about their ownership 

status. According to the inventory commission's report, the 

commission was unable to identify these apartments and did 

not provide further information on whether they are being 

utilized by the company. 

Although the company had established relevant commissions for the 

correct identification of the properties, such a thing had not been done 

due to the differences that exist in the surface of the lands registered 

in the register of assets carried by KEK and the possession sheets 

sent by the office legal. 

Impact Failure to update the asset register with the current state of real estate 

affects the understatement or overstatement of the value of long-term 

assets in the financial statements. 

Recommendation B1 The Board of Directors should ensure that the necessary actions have 

been taken to deal with the company's property issues and to update 

the asset register with the current state by correctly and accurately 

presenting the company's long-term assets. 

Management’s Response: Agree 
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2.2 Issues with impact on compliance conclusion 

Issue A2 - Weakness in the evaluation of tenders in a procurement activity 

Finding  Article 26 (items 11 and 12) of Regulation no. 001/2022 on Public 

Procurement states that EOs shall not be allowed to present a tender 

as an individual and as a member of a group at the same time in 

one procurement activity. The group of EOs shall not be modified after 

the submission of the tender (evaluation phase), and if this happens, 

the tender must be refused. If an Economic Operator in a procurement 

activity divided into Lots competes alone in one Lot while competing 

in a group in another Lot, this company cannot submit a statement 

confirming that the member is not participating individually and/or in 

any other group in the same procurement procedure and consequently 

both tenders are rejected. Meanwhile, Article 31.4 states that the CA 

shall state in the Tender Dossier that an EO may submit a tender, a 

request to participate or other document required or permitted to be 

filed during the conduct of procurement activity. 

On 30.10.2022, the company published the tender file for the "Supply 

of protective equipment for substations" project. Two economic 

operators submitted bids in this procedure. Initially, the company 

eliminated the EO with the cheapest price due to non-fulfilment of the 

technical specifications and announced the second economic EO with 

the cheapest price as the winner. After the complaint from the 

eliminated EO, the company returned the process to re-evaluation, 

where after this process the complaint of the eliminated EO was 

approved. The EO which was initially declared the winner, after re-

evaluation was declared as irresponsible due to the non-fulfilment of 

a technical specification that was not part of the complaint. The 

contract was signed on 01.01.2023 with the operator who filed a 

complaint in the amount of €23,936. 

After analysing the business registration documents and verifying them 

at the Kosovo Business Registration Agency, the two operators that 

had bid in this tender process had the same business owner. As a 

result, the company in this case would have to cancel the tender 

procedure in accordance with the legal requirements. 

The signing of the contract in this case occurred due to the lack of 

proper verification by the persons responsible for the procurement of 

the professional eligibility requirements. 
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Impact Submitting tenders in a procurement activity aimed at awarding a public 

contract by the EO with the same business owner harms competition, 

allows operators to manipulate offers and may cause material damage 

or the acceptance of poor quality products. 

Recommendation A2 The Board of Directors must ensure that during the process of 

evaluation of offers and the process of signing contracts, the 

procurement department takes care that the principles of genuine 

competition are applied and that only responsible operators are 

rewarded with contracts. 

Management’s Response: Disagree  

In more detail, see Appendix I 
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Issue A3 - Signing the contract for the audit of the Financial Statements 

Finding  According to Article 137 of the Constitution of the Republic of Kosovo, 

point 3, the Auditor General of the Republic of Kosovo controls the 

economic activity of public enterprises and other legal entities, in which 

the State has a part of the shares, or when their loans, credits and 

obligations are guaranteed from the State. Also, according to Article 

33.3 of Law no. 03/L-087 on Publicly Owned Enterprises (amended 

and supplemented), the Audit of the Financial Statements will be done 

by the Office of the Auditor General, otherwise, the Procurement Officer 

of the PE will procure the services of an auditor for the performance 

of external audit in accordance with the terms defined in the Law on 

Public Procurement and Article 33 of Law No. 03/L-087 on Publicly 

Owned Enterprises. The relevant contract will have a duration of three 

(3) years. Also, according to Law No. 05/L-055 on the Auditor General 

and the National Audit Office of the Republic of Kosovo, article 18, 

point 4, cites: The National Audit Office may carry out statutory 

regularity audits in Publicly Owned Enterprises. The Auditor General 

shall inform the shareholder at the latest on the 30 September of the 

current year about which of these audits will be carried out. 

The National Audit Office (NAO) had notified KOSTT in time that it will 

be subject to an audit by the NAO for the audit of financial statements 

according to the requirements of IFRS for the year 2023. 

Despite this, the company on 12.12.2023 had concluded a contract for 

auditing services of the Financial Statements for the years 2023-2025 

in a total value of €44,250, for two audit reports, the audit report for 

AFS according to IFRS requirements and the audit report according to 

the requirements of the accounting regulatory instructions of the Energy 

Regulatory Office (ERO). The last report was an obligation of KOSTT 

to ERO. 

Impact The engagement of audit services also by the private auditor, against 

the fact that it was the subject of the audit by NAO, in addition to 

causing additional expenses to the company, creates uncertainty 

among the readers of the financial statements and the company itself 

due to different opinions and conclusions that may result. 

Recommendation A3 The Board of Directors must ensure that in the case of the engagement 

of the National Audit Office for AFS audit services, unnecessary 

expenses for the audit do not incur. 

Management’s Response: Disagree  
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In more detail, see Appendix I 

Issue A4 - Failure to pay liabilities to suppliers 

Finding  In the contracts signed with the Economic Operators (EO) for work 

and supplies, article 29 Final calculation, point 3 "General conditions 

of the contract" emphasizes that the project manager will issue to the 

contracting authority or his authorized representative, and to the 

contractor, the final account statement showing the final amount which 

the contractor must pay under the contract. The contracting authority 

or its authorized representative and the contractor shall sign the 

statement of final account as an acknowledgement of the full and final 

value of the work performed under the contract and shall immediately 

deliver a signed copy to the project manager. Article 27.2 states that 

the retained amount or the retention guarantee will be paid within 30 

days from the day of issuing the final account statement referred to 

in Article 29. 

During the testing of the obligations presented in the AFS, in three 

cases we noticed that the company had registered obligations to 

suppliers in the amount of €78,944, which appear as such from 2011 

onwards. The company had not made the payments to the suppliers 

even though all the terms of the contract had been fulfilled.  

This is because, during the implementation of the contracts, a tax of 

5% was applied from each payment of the received invoice to the EO 

to be held as a guarantee for work and supply until the issuance of 

the final account statement. After the expiration of the warranty period, 

the project manager issued the final acceptance certificate specifying 

that the EO has fulfilled its obligations under the contract. Despite this, 

the company had not made the payments to the operators, reflecting 

outstanding liabilities over the years. 

According to company officials, the reason for not paying these 

obligations was that the EO had not submitted a formal request for 

the execution of these payments. However, company officials would 

have to analyse and comply with the terms of the contract. 

Impact Failure to pay liabilities in the period foreseen by the contract, in 

addition to being contrary to the terms of the contract, affects an 

unnecessary increase in obligations and may lead to double payments 

or higher payments due to such delays in payments. 
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Recommendation A4 The Board of Directors must ensure that in cases of application of the 

money kept during the implementation of the contracts, after the end 

of the guarantee period and the issuance of the final account 

statement, full payments are made following the terms of the contract. 

Management’s Response: Disagree  

In more detail, see Appendix I 

Issue A5 - Exceeding the total value of the category according to the contract 

Finding  Article 54.15 of the Regulation on Public Procurement for framework 

contracts with unit prices, defines that: Whenever the Contracting 

Authority does not know the indicative quantities, or unit price 

contracts, the CA must determine the weights based on the importance 

of each “service category” or each “item” in order for the Contracting 

Authority to determine what is the lowest bid. Price per unit weighted 

(scored) according to categories, the CA is obliged to specify the 

weighting (scored) rate for each category in the Tender File. During 

the implementation of the Framework Public Contract - Services, the 

Service Provider made the invoicing based on the services performed 

and the prices per unit of the contract services (not the weighted 

prices), but it is not allowed to exceed the value by categories and 

the total value of provided for in the contract. 

In the public framework contract "Service and maintenance of Trucks 

with Cranes" (price per unit weighted by category) signed on 25.11.2020 

for a duration of 36 months, we noticed that for the services performed 

the total value of the category was exceeded, which is determined 

based on the importance of the service in the category. The excess 

value for category two (2) is €23,000 and category four (4) is €10,000. 

This happened due to improper scoring of the relevant categories as 

well as improper care in observing and interpreting legal requirements. 

Impact Exceeding the value of the category according to the contract, in 

addition to being contrary to legal requirements, may lead to poor 

management of the contract, exceeding the allowed value, or premature 

termination. 

Recommendation A5 The Board of Directors must ensure that controls are strengthened so 

that payments for services rendered do not exceed the total value of 

the category which is determined based on the importance of the 

service in the category. 
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Management’s Response: Disagree  

In more detail, see Appendix I 
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2.3 Other financial and compliance management issues 

2.3.1 Stocks 

The value of stocks presented in the statement of financial position was €4,595,000. This 

financial item mainly includes spare equipment, fine materials and others which are mainly 

related to the operation of the enterprise. 

Issue B2 - Lack of stock provisioning policy 

Finding  IAS 2 in point 28 determines that the cost of inventories may not be 

recoverable if those inventories are damaged, if they have become 

wholly or partially obsolete, or if their selling prices have declined. The 

cost of inventories may also not be recoverable if the estimated costs 

of completion or the estimated costs to be incurred to make the sale 

have increased. The practice of writing inventories down below cost to 

net realisable value is consistent with the view that assets should not 

be carried in excess of amounts expected to be realised from their 

sale or use. 

The stocks presented in the financial statements were in the amount 

of €4,595,025, of which €3,824,595 were spare equipment. For the 

purpose of security of the system within this category, the enterprise 

keeps spare equipment for the replacement of parts which, for various 

reasons, need to be replaced. However, during the testing of this 

category, we noticed that a large number of them were registered in 

the stock register for periods of over 10 years.  

In 11 cases tested, equipment worth €436,474 was registered in the 

stock register in the years 2013-17 and the same had never been 

moved from the warehouse, and whose value had not been reviewed 

by the company. Furthermore, the company has in the register 

equipment categorized as stocks, accepted by KEK in the separation 

process, and some of which were never operationalized. 

As a result, the company does not have any written policy and has 

not made provision for stocks since 2012. Among other things, it does 

not have a digitalized system related to the management of stocks in 

the warehouse and this process is carried out manually through 

recording in physical copies the entry/exit of items/equipment. 
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Spare equipment according to management is kept for the needs of 

the enterprise and is not for further sale. As a result, their provisioning 

is not foreseen on a regular basis, but only according to management's 

assessment. However, management will review this matter in the future 

and decide how to proceed further. 

Impact Failure to review the value of stocks held in warehouses for relatively 

long periods may result in inaccurate presentation of their value in 

annual financial statements. 

Recommendation B2 The Board of Directors must ensure that a stock provisioning procedure 

is drawn up so that their provisioning is done based on specific 

parameters such as mobility, physical condition, technological changes, 

etc. As for the old stocks, which are not expected to be used in the 

coming periods, their further treatment will be determined. 

Management’s Response: Agree 

 

2.3.2 Long-term assets 

The net value of the financial item of fixed assets presented in the financial statement of 

the financial position was €123,065,000. They relate to land, buildings and the transmission 

network, plant and machinery, equipment and furniture. We tested 70 samples for substantial 

detail tests in the amount of €19,841,542. 

Issue A6 - Lack of internal regulations for asset management 

Finding  According to IAS 8 "Accounting Policies", an economic entity selects 

and applies its accounting policies consistently for transactions, events 

and other similar conditions. According to this standard, accounting 

policies are specific principles, bases, conventions, rules and practices 

applied by an entity in preparing and presenting financial statements. 

In addition, Article 7 of the company statute states that the company 

must issue regulations containing provisions for the administration and 

operation of the company. 
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The company had not developed accounting judgments and valuation 

policies that would include the ways or criteria based on which the 

equipment should be recorded as assets under construction or as 

stocks. The company had spare equipment registered in the register 

of assets under construction from 2008 which had not been put into 

operation (the value of equipment registered from 2008 to 2013 was 

€383,463). Also, the company has spare equipment in the amount of 

€3,825,000 registered in the stock register.  

According to official information, the classification of these devices in 

the relevant categories is done according to the professional judgment 

of the technical commissions, which, based on the technical 

specifications of the devices, evaluate how to treat the spare parts, as 

assets under construction that will then be put into use and be 

registered as assets for which the application of depreciation expenses 

also begins, or as stocks that, upon entering into use, are recognized 

as expenses of the period. In addition, the company did not have 

approved regulations or internal procedures for the evidence, storage 

and alienation of non-financial assets. 

The reason for not drafting rules and policies related to the asset 

management process was that the management had considered the 

drafting of the financial manual describing the depreciation rates 

applied by the company and the description of the asset inventory 

process to be sufficient. In the meantime, failure to define the 

determining criteria when a device is registered as an asset and when 

as a stock, was due to the nature and specific needs of the enterprise. 

Impact The lack of rules and policies related to the asset management 

process, in addition to the fact that may result in misstatements of 

material items, may also cause their losses, misuse and unauthorized 

use. 

Recommendation A6 The Board of Directors shall provide a comprehensive review of the 

asset register and the classification of assets in relevant categories. 

Likewise, it must ensure that, within the shortest possible time, concrete 

actions are taken to draft and implement internal regulations for asset 

management, which would describe all the procedures for the 

registration and use of assets and the responsibilities are distributed 

based on a clear and documented system of delegation. 

Management’s Response: Agree 
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2.3.3 Overheads 

Overheads were realized in the amount of €109,908,782. They relate to expenses from 

renewable energy sources (RES), expenses of energy losses, expenses of auxiliary 

services/Secondary Regulation, expenses of energy losses in transmission, expenses of 

electricity transit, expenses of interest on borrowings, expenses of basic asset maintenance, 

administrative expenses and other Overheads. We tested 70 samples for substantial detail 

testing worth €47,669,939.  
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Issue A7 - Application of selection criteria not in harmony with the LPP 

Finding  According to Article 68 of the LPP, A contracting authority may require 

economic operators to submit evidence demonstrating that they meet 

the minimum economic and financial requirements specified in the 

tender dossier and the contract notice. When required, the minimum 

annual turnover that economic operators must have will not exceed 

twice the estimated value of the contract. Requests on the economic 

situation must be expressed in figures and will refer to a maximum of 

the last three financial years. Where, in addition to the minimum 

turnover, a specified minimum turnover is required in the specific area 

covered by the contract, such turnover shall not exceed one point five 

(1.5) times the estimated value of the contract.  

In the tender files for seven (7) tested procurement activities, in the 

requirements on technical and/or professional opportunities as a 

selection criterion, the company had also applied the requirement for 

minimum circulation from specific fields. However, this request was not 

applied in accordance with the legal requirements, as the company 

had requested that the EO has at least one contract regarding similar 

supplies made in the last 3 years without specifying the minimum value 

of the contract. As evidence it had requested a list specifying each of 

the EO projects showing the value, date, type and location of the 

project, evidenced by a certificate of acceptance or a reference letter 

during the last three years from the date of publication of the contract 

notice. 

This requirement was applied to the following projects: 

• "Supply with Insulators, Connecting Elements, Clamps and Cable 

Heads"; 

• "Supply with Trailers for Transport"; 

• "Supply and Installation of 70 kVA Generator"; 

• "Supply with tools and instruments"; 

• "Maintenance-free supply and installation of industrial batteries"; 

• "Supply of Protective Equipment for Substations"; and 

• “Supply of ICT hardware”.    
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Likewise, Article 5 of the LPP provides that the time limits of the 

present law must start on a working day and expire on a working day. 

The time limit runs until 16:00 on the expiry day. The contracting 

authority may decide to set a different time provided that it is not 

earlier than 12 noon of the expiry day. 

In all the tested samples of the procurement procedures, the company 

had applied the opening of offers at 10:00 a.m., in violation of the 

legal requirements. 

According to company officials, this happened due to the establishment 

of minimum criteria in order to treat economic operators equally. 

Impact The application of unclear criteria and contrary to legal requirements 

makes it impossible to objectively evaluate the offers and may even 

lead to the conclusion of a contract with an EO that has no real 

technical capacity for the realization of the relevant contracts. 

Meanwhile, the application of shorter deadlines may lead to the 

impossibility of submission of offers by EOs interested in the procedure 

in question. 

Recommendation A7 The Board of Directors must ensure that the application of the relevant 

criteria is done in full harmony with the legal requirements in order to 

recommend the contraction of EOs that have the necessary technical 

capacities for the realization of the contract. At the same time, it 

should strictly implement the time limits of the process of opening 

offers according to legal requirements, to enable the acceptance of all 

possible offers for the tendering procedures. 

Management’s Response: Disagree  

In more detail, see Appendix I 
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Issue A8 – Improper planning and implementation of the procurement plan 

Finding  Article 5.1 of the Regulation on Public Procurement states that 

procurement planning is a process of collecting data on the needs of 

the contracting authority summarized in a written document which must 

contain all the information as required in Standard Form B01 

"Procurement Planning". Likewise, Article 16 of the Law on Public 

Procurement states that the contracting authority will not choose or 

use the evaluation method in order to reduce the value of the supply 

contract below the limit set in Article 19 for the classification of the 

public contract according to the estimated value; and no contracting 

authority will divide the procurement request for a certain amount of 

products in order to reduce the value of the contract for supply below 

the limit set in Article 19 of this law. 

For the year 2023, the company had drawn up the procurement plan 

with 86 procedures with a total estimated value of €13,141,653. During 

the year, 111 contracts worth €1,193,733 were signed, of which 67 

were realized through the minimum value procedure. 

Mainly, the supplies/services of minimal value were: 

• Eight (8) contracts for the maintenance of green spaces in the 

value of €7,315, six (6) of which are from the same economic 

operator; 

• Five (5) contracts for the servicing and maintenance of VW 

vehicles for €3,634, four (4) of which are from the same 

economic operator; 

• Four (4) contracts with office material in the amount of €3,622; 

• Three (3) contracts for the supply of promotional material in 

the amount of €2,843; 

• While two (2) contracts were applied for the supply of laptops 

in the amount of €1,765 and for the supply of maintenance 

material for NSQ in the amount of €1,517.  

Also, we noticed that for the project "Supply of Spare Parts for 

Substations" included in the procurement plan in the estimated value 

of €300,000, a total of 4 procurement activities were initiated and the 

relevant contracts were signed. 
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According to the officials, this happened due to the failure to sign the 

framework contracts due to delays in reviewing EO's complaints to PRB 

for the car maintenance and grass removal projects. As a result, there 

is a need to avoid obstacles for the safety of the facility and the 

operation of work in the field. While for other cases, this happened 

due to improper planning by the demand units. 

Impact Separation of procedures or avoidance of open procedures may affect 

the economy of the procurement activity, the prices of offers for 

smaller quantities may be higher than the prices of offers for larger 

quantities. Also, not including projects as separate in the procurement 

plan can negatively affect the project management process within the 

procurement department. 

Recommendation A8 The Board of Directors must ensure good functioning of internal 

communication between the requesting units and the procurement 

department. Also, it must ensure a detailed planning of procurement 

activities which will avoid in the future the need for the separation of 

requirements, as well as ensure the application of appropriate 

procedures. 

Management’s Response: Disagree  

In more detail, see Appendix I  
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3 Progress in the implementation of recommendations 

Audit for the AFSs of 2022 of the Public Enterprise KOSTT J.S.C. was performed by a 

contracted auditing company. The audit report (Management Letter) for the year 2022 of 

KOSTT J.S.C. resulted in 10 recommendations. The company had prepared an action plan 

where it presented how to implement the given recommendations.  

By the end of our 2023 audit, five (5) recommendations had been implemented; three (3) 

are no longer applied and two (2) recommendations were not implemented yet. During this 

period, the recommendations related to the field of internal controls related to the 

necessary updates for contingent liabilities, risk management and issues related to salary 

expenses were implemented. 

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

see the chart and table below. 

Chart 1. Progress on implementation of prior year’s recommendations  
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Table 1. Summary of prior year’s recommendations 

 

No Audit Area Recommendations of 2022 Actions taken Status 

1.  Internal 

controls in 

financial 

reporting 

We recommend that the 

Company make appropriate 

updates to state agencies: 

such as the Kosovo Business 

Registration Agency and the 

Tax Administration of Kosovo 

upon any changes in the 

statute and new appointments 

to top management as well as 

major statutory changes. 

The company had applied to 

make the changes to the 

Kosovo Business Registration 

Agency, but according to this 

agency, the status changes 

cannot be updated as long as 

the number of board members 

does not contain the 50% 

quota of women's participation 

in the board. 

The decision on the 

appointment of the board is 

taken by the Assembly of 

Kosovo and as a result, this 

issue cannot be implemented 

by KOSTT until the mandate 

of the current board is 

completed. 

No longer 

applicable 

2.  Internal 

controls in 

financial 

reporting 

We recommend that the 

Company develop policies to 

implement periodic updates 

and evaluate litigation. 

The report on legal issues is 

updated on a regular quarterly 

basis. 

Implemented 

3.  Internal 

controls in 

financial 

reporting 

We recommend that the 

Company consider 

implementing a risk 

management system. 

The management has drawn 

up the Draft Policy on risk 

management, which is 

expected to be approved by 

the Board at the next meeting. 

Implemented 
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4.  Internal 

controls in 

financial 

reporting 

We recommend KOSTT J.S.C. 

take into consideration the 

following suggestions, taking 

into account that the capacity 

of energy transmitted from the 

network-fixed assets to KOSTT 

is very high and can cause 

great material and civil 

damages: Creation of reserves 

for compensations from 

damages caused by fixed 

assets of the enterprise in the 

environment and civilizations, 

allows the enterprise to reduce 

risk and losses when 

compensations occur from the 

company's fixed assets. 

The company in the investment 

contracts foresees the 

measures requiring insurance 

policies for all eventual 

damages that are caused to 

third parties. The budget for 

compensating the parties for 

expropriations and servitudes 

is also allocated. 

No longer 

applicable 

5.  Stocks The Board of Directors must 

ensure that a stock 

provisioning procedure is 

drawn up so that their 

provisioning is done based on 

specific parameters such as 

mobility, physical condition, 

technological changes, etc. As 

for the old stocks, which are 

not expected to be used in 

the coming periods, their 

further treatment will be 

determined. 

This issue was not 

implemented. 

See issue B2 

Not 

addressed 

6.  Fixed assets The Board of Directors must 

ensure that the necessary 

actions have been taken to 

deal with the company's 

property issues and to update 

the asset register with the 

current state by correctly and 

accurately presenting the fixed 

assets of the company. 

This issue was not 

implemented. 

See issue B1 

Not 

addressed 
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7.  Fixed assets We recommend the Company 

to develop, update the system 

and maintain a complete list of 

assets and their tax bases and 

accounting value in order to 

ensure an accurate calculation 

of tax expenses, taxable income 

and any liability and/or 

deferred tax assets based on 

each asset rather than the 

group. 

The calculation of tax 

income/expenses and any 

deferred tax liabilities and/or 

assets is verified based on the 

carrying amounts of the 

company's net assets and the 

tax base of KOSTT's assets, 

which prove each result of 

these items in the Financial 

Statements. 

Implemented 
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8.  Fixed assets a) We recommend developing 

a strategy for the development 

of IT and to establish the 

appropriate mechanisms to 

ensure that it is being 

implemented; b) To enable the 

achievement of the goals, but 

also the establishment of 

supervision, the company must 

update and adapt its security 

policies to the company 

activity. It is also necessary to 

develop and implement other 

follow-up documents, such as 

procedures, guides and other 

relevant documents, which 

derive from information 

security policies, and the same 

should be available to the 

relevant personnel to 

implement them; c) The 

company must ensure the 

adequate division of 

responsibilities by engaging 

sufficient personnel or by 

establishing compensatory 

control measures in cases 

where the division of 

responsibilities cannot be fully 

achieved; d) We recommend 

that the Company encrypts all 

backup copies that are sent 

and stored outside the main 

data site (server room or data 

center). Review of backup 

copies should be transferred 

digitally and not physically; e) 

Ensure that backup recovery 

tests are done as stipulated in 

the Corporate Policy and that 

the results are reported to ICT 

Management. Additionally, 

review whether such an 

important procedure (Backup 

Recovery Testing) should be 

The assessment will be made 

by a specific IT audit in the 

following years. 

No longer 

applicable 
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delegated to an external 

company; g) Encrypt the 

storage media on all portable 

corporate devices used outside 

the Company's premises; h) 

Certify the server room and/or 

data center in order to ensure 

that best practices are 

adopted to minimize non-

productivity. 

9.  Salary 

expenses 

We recommend revising the 

amount recognized as an 

asset for employee benefits 

and adjusting the carrying 

amount 

With the decision no. 1441 of 

the Chief Executive Officer 

dated 28.07.2023, the return of 

the advance payment for all 

employees in KOSTT was 

approved and the 

implementation has started 

since August 2023 

Implemented 

10.  Salary 

expenses 

We recommend that all these 

appointments be reviewed and 

made in accordance with the 

law and internal acts by 

subjecting once again to the 

internal competition. The 

company must ensure that all 

cases of promotions and 

advancements in vacant 

positions are done through 

internal competition by 

complying with the 

requirements of the rules in 

force. 

During the 2023 audit, the 

requirements according to the 

rules in force were 

implemented in all cases 

Implemented 

 

 

 

 

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

Albanian version shall prevail. 
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Annex I: Letter of confirmation/ Comments of BO 

regarding the audit report 

Issue Comments from the BO KNAO view  

Inadequate planning 

and implementation 

of the procurement 

plan 

We do not agree 

 

The Regulation of Public 

Procurement No. 01/2022, Article 

52, paragraph 52.1, citation: The 

Contracting Authority may use the 

procedure of minimal value for 

each public contract the 

estimated value of which is less 

than €1000, regulates the 

procedures for contracts of 

minimal value. 

 

The Procurement Department, with 

their publication through the e-

procurement platform, has adhered 

to the LPP procedures related to 

the performance of minimal 

procedures in accordance with 

Article 52.  

 

Every initiation has a request, 

technical reasoning, commitment of 

funds, technical specification and 

the date of initiation. The date of 

initiation indicates that no 

allocation has been made, the 

purchases have been made 

according to the need. In this case 

there is factual reasoning that the 

open procedures related to those 

services were in the appeal process 

The finding remains. 

The BO’s comment is in 

objection with our explanation 

on this issue. In no case has 

there been stated that 

conducting procedures of 

minimal value is in opposition 

to the Regulation 01/2022, 

Article 48. 

The high number of procedures 

with minimal value has been 

addressed in this issue, being in 

opposition to the Law on Public 

Procurement, Article 16, which 

states that the contracting 

authority shall not choose or 

use the evaluation method for 

purposes of reducing the value 

of the supply contract under 

the threshold set in Article 19 

on the classification of the 

public contract according to the 

estimated value; and no 

contracting authority shall 

divide the procurement request 

for a certain amount of 

products in order to reduce the 

value of the supply contract 

under the threshold set in 

Article 19 of this law.  

 

It is worth noted that during 

2023 the enterprise had signed 
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before the Procurement Review 

Body. 

Most of these procedures are 

related to the maintenance of sub-

stations, maintenance of vehicles 

and special machines and supplies 

of office equipment. All of these 

are procedures which, in their 

absence, would put to risk the 

operation of the sub-stations and 

the staff’s safety during the 

performance of works. 

 

67 contracts through the 

minimal value procedure.  

Whilst the BO’s reasons stated 

in the comment regarding the 

need to conduct such 

procedures, the same ones are 

disclosed within the issue in 

question in this report. 

 

 

 

Application of the 

selection criteria 

not in compliance 

with the LPP 

Article 68 of the Law on Public 

Procurement refers to the 

qualifying requirements related to 

the economic and financial 

situation/capacity of the 

Economic Operator (EO). In cases 

where the Contracting Authority 

requests evidence of financial 

turnover in contract notices, it is 

agreed that a maximum of 2 

times of the estimated value 

should be set, or, in cases where 

a list of contracts is required, up 

to 1.5 times in comparison to the 

estimated value. 

 

In the audited samples, no 

qualifying criteria were set under 

the Economic and Financial 

Capacity (Article 68). 

III.2.3) Economic and Financial 

Capacity – Required Documentary 

Evidence: 

The finding remains. 

 

Based on the legal 

requirements (Article 68 and 

69 of the LPP), if a list of 

signed contracts is requested, 

the total value of the executed 

contracts must also be 

specified.  

 

In addition, according to 

Article 24 of Guideline No. 

01/2023 on public 

procurement, regarding the 

requirements related to 

technical and professional 

capacity, the minimum value 

related to supplies in the last 

three years must be requested, 

which should be demonstrated 

with a list of the main relevant 

supplies of the EO specifying: 

the products included, the 

contract amount, the date, and 

the recipient / acceptance 
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III.2.4) Technical and Professional 

Capacity – Required Documentary 

Evidence: 

Referring to the contract notices 

published and attached as 

evidence, none of the audited 

samples contain Economic and 

Financial qualifying criteria. 

 

List of audited samples: 

"Supply with Insulators, Connecting 

Elements, Jumper Cables, and 

Cable Heads"; 

"Supply of Transport Trailers"; 

"Supply and Installation of a 70 

kVA Generator"; 

"Supply with Work Tools and 

Instruments"; 

"Supply and Installation of 

Maintenance-free Industrial 

Batteries"; 

"Supply with Protective Equipment 

for Substations"; and 

"Supply with ICT Hardware". 

Referring to the contract notices 

and tender dossiers published as 

per the audited sample list, it is 

easily confirmed that KOSTT has 

always set the minimum possible 

qualifying requirements that a 

Contracting Authority can set, to 

increase the number of bidders, in 

accordance with Article 69 of the 

LPP. 

 

certificate. 

 

Therefore, the criterion set by 

the company — at least one 

contract related to similar 

services in the last three years 

— is not a measurable 

criterion. 

 

Regarding this, the PPRC also 

provided an interpretation on 

22.11.2022, where it clarified 

that if the contracting authority 

applies the above-mentioned 

requirement, it is important to 

fulfill the required minimum 

value, and the number of 

executed contracts is not 

important. 

 

Furthermore, the company's 

comment that the excerpt from 

Article 69.1 above mentions 

the word "may" and not 

"must," as a possibility for the 

Contracting Authority in setting 

minimum qualifying criteria, is 

in contradiction with the 

situation described in this 

matter.  

 

At no point have we stated 

that this criterion must 

necessarily be determined. We 

have described that if the 

company applies such criteria, 

then they must be applied in 

accordance with legal 

requirements. 
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Article 69 - Technical and 

Professional Capacity 

The Contracting Authority may 

request that the Economic 

Operators provide evidence 

showing that they possess the 

minimum qualifications required 

and specified in the tender 

dossier and the contract notice. 

When setting this requirement, the 

Contracting Authority may request 

the Economic Operators to 

provide, where relevant and 

necessary, one or all of the 

documents specified in this article. 

 

iii. Note on the requirements for 

technical and/or professional 

capacity (Article 69 of the LPP): 

In accordance with the Law on 

Public Procurement, the 

Contracting Authority may request 

from the EO a list of projects 

completed in the last 3 years. 

This list must be accompanied by 

the following evidence: 

When the supply has been made 

to a public authority in Kosovo or 

in another country, a copy of the 

certificate (certificate/acceptance 

report/reference) issued or co-

signed by the relevant authority 

shall serve as evidence of this 

delivery. All this evidence must 

include the actual value delivered. 

When the supply was made to a 

private buyer, a copy of any 

document signed by the buyer 



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

 

37 

and the record of such delivery 

serves as evidence. 

The qualifying requirement for 

EOs regarding 

technical/professional capacity 

was the presentation of 1 similar 

contract executed within the last 

3 years, and submission of 

documented evidence in the form 

of a list of contracts with 1 

reference or acceptance certificate 

based on the list of completed 

contracts. The presentation of 1 

reference implies the minimum 

possible number of references 

and is the minimum qualifying 

threshold as per the LPP. 

Example from the samples: At 

least 1 contract related to similar 

services in the last 3 years (for 

LOT 1) / A list specifying relevant 

performance criteria, similar 

services, contract amount, date, 

and recipient, proven with 1 

acceptance certificate or reference 

for similar services over the last 

three years from the date of 

contract notice publication. 

Furthermore, the excerpt above 

from Article 69.1 mentions the 

word “may” and not “must,” 

allowing the Contracting Authority 

flexibility in how it sets the 

minimum qualifying criteria. 
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Failure to revaluate 

the enterprise’s 

assets 

We do not agree with the 

qualified opinion. 

Law No. 06/L-032 on Accounting, 

Financial Reporting, and Auditing 

in Chapter II, Accounting and 

Financial Reporting, Article 4, 

paragraph 3, states: " while 

preparing general purpose 

financial statements, shall apply 

the IASs and IFRSs, IFRS for SMEs 

and sub-legal acts issued by 

KFRC." Furthermore, Article 7 

states: "Implementation of 

standards for the preparation of 

financial statements for large 

business organisation 1. Large 

business organisations in Kosovo, 

according to Article 5, paragraphs 

5 and 11 of this Law, apply IFRS 

and IFRS interpretations, 

recommendations, and necessary 

guidance issued by the IASB, 

which are approved by the KFRC." 

International Accounting Standard 

(IAS) 16, paragraph 29, specifies: 

"An entity shall choose either the 

cost model in paragraph 30 or 

the revaluation model in 

paragraph 31 as its accounting 

policy and shall apply that policy 

to all items of property, plant, 

and equipment." Consequently, 

referring to paragraph 29 of IAS 

16, asset revaluation is not 

mandatory; on the contrary, 

based on IAS 16, it is one of two 

options that companies may 

choose depending on their 

The finding remains 

Based on the asset register, 

4,467 assets are listed with a 

historical cost of €51,751,886, 

which are fully depreciated, 

and their net book value is 

zero. Furthermore, within the 

assets with a net value of 

zero, there are 453 assets that 

had no historical cost at the 

time of registration. Among 

them are 38 plots of land, 10 

buildings, 26 roads, 151 

network equipment, and 228 

other equipment. 

IAS 16 states that the cost of 

an item of property, plant, and 

equipment (land, buildings, 

machinery, and equipment) 

shall be recognized as an 

asset if, and only if: (a) it is 

probable that future economic 

benefits associated with the 

asset will flow to the entity; 

and (b) the cost of the asset 

can be measured reliably. 

Considering the large number 

of assets that are registered 

with a zero value (with no 

initial cost), IAS 16, paragraph 

26, Fair Value of an asset for 

which there are no comparable 

market transactions can be 

measured reliably if (a) 

variations in the range of 

reasonable fair values are not 

significant for that asset or (b) 

the range of different 
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accounting policies and financial 

reporting needs. 

Paragraph 30 of IAS 16 defines 

the "Cost Model: After initial 

recognition as an asset, an item 

of property, plant, and equipment 

shall be carried at its cost less 

any accumulated depreciation and 

impairment." This model is more 

traditional and commonly used. 

KOSTT is a regulated public 

enterprise. As such, all revenues 

and costs are determined and 

controlled by the Energy 

Regulatory Office. 

The Energy Regulatory Office uses 

the Cost Method for the 

Regulatory Asset Base (RAB), 

which is also one of the main 

reasons why KOSTT has adopted 

the same method. Additional 

depreciation costs for the 

revalued portion of assets are not 

accepted by the Energy 

Regulatory Office in the 

Regulatory Asset Base (RAB) and 

are not recognized as revenue for 

this part. 

Another issue relates to the high 

cost of asset revaluation services 

for a specific enterprise like 

KOSTT JSC. The revaluation cost, 

which would have to be 

performed by a specialized 

company for revaluations of 

energy companies like KOSTT 

JSC, is considered highly complex 

and very expensive. If KOSTT JSC 

valuations can be reasonably 

assessed and used in 

estimating fair value. If an 

entity can reliably determine 

the fair value of either the 

asset received or the asset 

given, the fair value of the 

asset given is used to measure 

the cost of the asset received 

unless the fair value of the 

asset received is more clearly 

evident. 

Additionally, according to 

paragraph 51 of IAS 16, the 

residual value and the useful 

life of an asset must be 

reviewed at least at the end of 

each year. Since the company 

has not taken timely action 

regarding the lifespan of these 

assets and continues to use 

them, the entity may consider 

reviewing the depreciation 

method or valuation method 

that better reflects their 

current condition. 

Moreover, Law No. 06/L-032 

on Accounting, Financial 

Reporting, and Auditing, Article 

12, Inventory of Assets and 

Liabilities, paragraph 3, states: 

"If, due to various 

circumstances, the initial 

(historical) condition of the 

asset does not have source 

documents, or the asset 

inventory is unknown, their 

validity for registration and tax 

purposes is assessed by 

licensed local or foreign 
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were to choose to carry out the 

revaluation and use this method, 

the revaluation would have to be 

repeated periodically, at least 

every 3 to 5 years. 

A market cost estimate for 

revaluation services for the 

specific asset base owned by 

KOSTT JSC can range from €0.5 

to €1 million. This additional cost 

would be an extra burden on 

electricity bills for end consumers. 

 

Based on the above, KOSTT has 

determined the Cost Model 

(Historical Cost) as the most 

appropriate and favourable 

method both for the company 

and for the citizens of the 

Republic of Kosovo in its 

accounting policies. 

According to management's 

assessment, once the issue of 

ownership (land) is resolved, this 

category will be revalued 

according to IAS 16 requirements. 

appraisers of real estate for 

the evaluation and registration 

of assets." 

Weaknesses in the 

evaluation of 

tenders in a 

procurement 

activity 

We disagree. 

The Public Procurement Regulatory 

Commission (PPRC) in its 

guidelines for economic operators 

(EO) or legal interpretations allows 

the exclusion of an EO from 

competition only when the EO 

submits one offer individually and 

another offer as a member of a 

The finding remains. 

According to Regulation No. 

001/2022 on Public 

Procurement, an economic 

operator is not allowed to 

submit a tender both 

individually and as a member 

of a group in the same 

procurement activity. 

Consequently, the participation 
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group/consortium for the same 

procurement procedure. 

The business certificate, together 

with the primary and secondary 

activities, has been assessed 

solely as documented evidence in 

the context of compliance with 

Articles 54, 56, and 59 of the 

LPP. 

Ownership verification or analysis, 

unless mentioned in the 

qualification criteria, would not 

yield a different result during the 

evaluation process because there 

is no legal basis or legal 

interpretation from the PPRC. Even 

the PPRC, during the registration 

of the EO and subsequently 

during the tendering process, 

does not prohibit or restrict such 

a situation/offering. 

Since all the aforementioned 

stages have been completed, the 

contracting authority (CA) KOSTT 

cannot act otherwise but to 

respect Article 7, Article 54, 

Article 56, and Article 59 during 

the evaluation and comparison of 

tenders. A reason mentioned by 

the auditors in the report as 

grounds for elimination cannot be 

cited because there is no 

restrictive legal basis. 

Failure to adhere to other related 

laws falls under the responsibility 

of the EO (and collectively) and 

the risks they take based on 

of two economic operators 

with the same business owner 

in the same procurement 

procedure harms 

competition/creates unfair 

competition. 

Regarding the company's 

comment that the PPRC, during 

the registration of the EO and 

subsequently during the 

tendering process, does not 

prohibit or restrict such a 

situation/offering, this does 

not mean that it is therefore 

permissible for owners who 

have more than one business 

in their name to apply in the 

same procurement procedure. 
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Article 65, where they initially 

submit a declaration under oath.. 

Failure to pay 

liabilities to 

suppliers 

We do not agree. 

According to the Public 

Procurement Law (LPP), the 

Contractor can withdraw the 

withheld funds in two ways, as 

outlined in the following guideline, 

upon request (implied) and in 

accordance with the special 

conditions of the contract: 

Withholding of Funds  

a) The amount specified in the 

special conditions of the contract 

will be withheld from any payment 

to the supplier until the 

completion of the project. 

b) Upon issuance of the 

certificate/document of project 

completion by the project 

manager, the total withheld 

amount will be paid to the 

supplier after the defect warranty 

period has expired, and the 

project manager has confirmed 

that the defects reported by the 

project manager to the supplier 

before the end of this period 

have been rectified. 

The supplier may replace the 

withheld funds with a bank 

guarantee or a guarantee from 

insurance companies “upon 

request.” 

The finding remains. 

The condition of withheld 

funds is established by the 

enterprise in the Special 

Conditions of the Contract. It 

is not specified at all in this 

section that the Economic 

Operator must make a written 

request after the defect 

warranty period for the 

payment of the amount 

withheld by the enterprise. 

Moreover, the comment made 

by the authority itself clearly 

states that in the special 

conditions it is specified that 

upon issuance of the 

Certificate/Document of Project 

Completion by the Project 

Manager, the total withheld 

amount will be paid to the 

supplier once the defect 

warranty period has expired, 

and the Project Manager has 

verified that the defects 

reported by the Project 

Manager to the Supplier before 

the end of this period have 

been corrected. 

If the supplier wants to replace 

the withheld funds with a bank 

guarantee or a guarantee from 

insurance companies, this must 

be done “upon request.” 
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Since the withheld funds are 

primarily in the interest of the 

contractor, a formal written 

request must be made via email 

or other means, in which the 

contractor simultaneously 

declares/assures the project 

manager that there were no 

defects during the defect warranty 

period. 

The Procurement Department 

confirms that such an official 

request has not been submitted 

by the contractor or contractors 

for the audited contracts/samples 

for the release of withheld funds. 

Any payment of withheld funds is 

made with a report on the 

acceptance of activities completed 

by the project manager, and in 

the absence of a request from 

the contractor (which is submitted 

as complementary evidence for 

payment among other things), 

payment could not be made. 

According to the SCC, this is the 

only official communication 

channel regarding payments, 

including for the payment of 

withheld funds. 

This communication/approval 

channel for the disbursement of 

withheld funds has been applied 

by the contractor or contractors 

in other projects. 

Furthermore, under the general 

conditions for supply contracts, 

it is specified that the final 

acceptance certificate will be 

issued by the contracting 

authority within 30 days of the 

expiration of the warranty 

period or immediately after 

any required repairs. 

Meanwhile, under the general 

conditions of the contracts for 

works, it is specified that the 

withheld amount or the 

withheld guarantee will be paid 

within 30 days of the issuance 

of the final account 

declaration. 

In addition, in the special 

conditions of the contracts 

referred to in this matter, it 

was specified that no invoice 

will be submitted for payment 

without being electronically 

(email) harmonized with the 

project manager and the 

procurement officer, confirming 

that the invoice is correct and 

that the supplies have been 

accepted. 

Based on this, it is clearly 

required that in the case of 

making payments, 

communication via email 

between the officials of the 

enterprise is needed. 

Therefore, at no point in the 

contract is it required that for 

the realization of payments 

withheld by the contracting 

authority there must first be a 



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

 

44 

The negligence of the contractor 

cannot be attributed to the 

Contracting Authority. 

written request from the 

economic operator, as claimed 

by the enterprise based on the 

given comment. 

If the economic operator has 

fulfilled all the conditions 

specified in the contract, then 

the enterprise should also 

implement payments based on 

the terms of the contract. 

In conclusion, the comment 

provided by the enterprise 

regarding this issue is in 

complete contradiction to the 

requirements established in the 

special conditions of the 

contract by the enterprise 

itself. 

 

Signing the audit 

contract for the 

Financial 

Statements 

This issue was discussed in the 

initial meeting between the Chief 

Executive Officer, the Assistant 

Auditor General, the Director of 

Audit, and the audit team. The 

CEO informed them in the initial 

meeting that KOSTT is in the 

procurement process for external 

audit services. This is due to: 

The National Audit Office, in its 

announcement and discussion, 

indicated that it would not 

conduct special audits for KOSTT 

in 2023, specifically the audit of 

financial statements for the needs 

of the Energy Regulatory Office. 

The signing of the contract for 

the audit of the Financial 

The finding remains. 

The National Audit Office 

informed KOSTT on September 

18, 2024, about the audit plan, 

where KOSTT would be the 

subject of the audit of the 

Financial Statements for 2023. 

This was done according to 

Law No. 05/L-055 on the 

Auditor General and the 

National Audit Office of the 

Republic of Kosovo, Article 18, 

paragraph 4, which states: The 

National Audit Office may 

conduct mandatory regulatory 

audits in Public Enterprises. 

The Auditor General informs 

the Shareholder no later than 
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Statements was carried out for 

two reports: a. The audit report 

for annual financial statements 

according to Law No. 06/L-032 

on Accounting, Financial 

Reporting, and Auditing, which 

stipulates specific deadlines for 

the submission of audited 

financial statements to the Kosovo 

Council for Financial Reporting 

and the Ministry of Industry, 

Entrepreneurship, and Trade. 

b. According to this law, there is 

also a legal deadline for 

submitting the financial position 

statement, profit and loss 

accounts, and additional 

information regarding the previous 

calendar year to the Kosovo 

Agency of Statistics for statistical 

and other purposes. 

c. The audit report of the annual 

financial statements for special 

purposes according to the 

regulatory accounting guidelines 

of the Energy Regulatory Office. 

d. These reports are 

interconnected, and auditing only 

one of the reports by an 

independent auditor would be 

problematic because the same 

time and procedures are used by 

independent auditors to provide 

opinions on both reports. 

The engagement of the auditing 

company was necessary because: 

The National Audit Office did not 

provide an audit of the Report for 

September 30 of the current 

year about which of these 

audits will be conducted. 

Despite the official notification 

from the National Audit Office 

about the commencement of 

the audit process, KOSTT, on 

September 29, 2023, 

announced the contract 

without even holding a meeting 

with the team from the 

National Audit Office. 

Furthermore, in the initial 

meeting held on October 23, 

2024, between the National 

Audit Office and KOSTT 

management, it was reiterated 

that the audit of the financial 

statements for 2023 would be 

conducted by the National 

Audit Office. 

Despite this, KOSTT signed the 

contract on December 12, 

2023, for the two audit 

reports, including the financial 

statements audit, which the 

National Audit Office had 

already started. 

Regarding KOSTT's comment 

that the engagement of the 

auditing company was 

necessary because the 

National Audit Office did not 

provide an audit of the Report 

for special purposes as 

requested by the Energy 

Regulatory Office for 2023, this 

comment is not valid because 
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special purposes as requested by 

the Energy Regulatory Office for 

2023. 

The legal deadline until April 30 

of the following year for the 

submission of audited financial 

statements and additional reports 

to the Kosovo Council for 

Financial Reporting and the 

Ministry of Industry, 

Entrepreneurship, and Trade (Law 

No. 06/L-032 on Accounting, 

Financial Reporting, and Auditing). 

In the event of not submitting the 

required documentation or 

submitting it late to the Kosovo 

Council for Financial Reporting, 

the law provides for rights to 

impose penalties depending on 

the classification of the enterprise 

(Law No. 06/L-032, Article 36). 

Specific provisions from the Credit 

Agreement with the EBRD of 2014 

require KOSTT to engage an 

independent legal firm. 

KOSTT had the option to 

initiate the tendering process 

solely for contracting the audit 

for special needs. 

 

Exceeding the total 

value of the 

category according 

to the contract 

The procurement procedure 

published/contracted in 2020 

occurred prior to the legal 

interpretation provided by the 

PPRC, which was in June 2023, 

and before the entry into force of 

the Procurement Regulation No. 

01/2022 on November 1, 2022. 

This finding is also not based on 

the Regulation and the 

Operational Guidelines of 2019 

and 2021. The method of 

The finding remains. 

Despite the comments from 

the contracting authority, the 

finding remains valid because, 

within the rules and 

operational guidelines of public 

procurement for 2019 and 

2021 (now revoked), as well as 

under Regulation 001/2022 for 

public procurement currently in 
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publishing framework contracts 

with categorization was 

specified/regulated in Article 

56.15. Framework contracts with 

categorization, according to the 

Regulations and the Operational 

Guidelines of 2019 and 2021, 

were applied to framework 

contracts where it was impossible 

to determine the quantities. 

A limitation on the total value of 

category realization has now been 

established in the Procurement 

Regulation No. 01/2022, which is 

currently in force. These are 

irrefutable facts, and we believe 

they should also be mentioned in 

the draft final report, and as a 

finding, should be completely 

removed from the final report, as 

it is not based on the articles of 

the regulations or guidelines that 

were in force prior to the date of 

publication/signing of the 

aforementioned framework 

contract. 

force, the content of the 

criteria is the same. 

Even based on the revoked 

guidelines, it has been required 

that whenever the Contracting 

Authority does not know the 

indicative quantities, contracts 

with unit prices must be 

defined by the Contracting 

Authority, establishing weights 

based on the importance of 

each “service category” or 

each “item” so that the 

Contracting Authority can 

determine which offer has the 

lowest price. 

Therefore, the reason for 

establishing weighting is to 

determine the lowest price 

based on how the contracting 

authority defines the 

categories. Based on those 

categories, the contract's 

realization must also be 

carried out. Thus, the legal 

requirements have remained 

the same, and the 

interpretation of the PPRC in 

2023 has only provided more 

detailed clarifications regarding 

this requirement. 
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