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1 Audit Opinion  

We have completed the audit of the financial statements of NPH “Ibër - Lepenc” 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 

the financial statements and conclusion on compliance with authorities1
 

 

Qualified Opinion on the Annual Financial Statements 

 

We have audited the annual financial statements of NPH “Ibër - Lepenc” j.s.c. (Ibër-

Lepenci j.s.c.), which comprise the statement of financial position for year 2023, the 

statement of comprehensive income, the statement of cash flow, the statement of 

changes in equity, and explanatory notes to financial statements, including a summary of 

significant accounting policies for the year ended as at 31 December 2023.   

 

In our opinion, except for the effects of the matters 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 “Ibër - Lepenc” j.s.c. as at December 31, 2023, and its performance and 

its cash flows for the year then ended, in accordance with International Financial 

Reporting Standards (IFRSs).  

 

Basis for Qualified Opinion  

 

Issues that had an impact on the qualified opinion are the following:  

 

B1 The enterprise has not revalued its fixed assets since 2007 to ensure that their 

carrying amount does not differ materially from that which would be determined 

using the post-revaluation fair value at the end of the reporting period.   

 

B2 The enterprise has not rectified the asset revaluation reserve executed in 2007 in 

the amount of €162,424,909 on regular basis, as a result of the depreciation for 

the part of the increased value after the revaluation, thus resulting in the incorrect 

presentation of the reserve value of revaluation as well as depreciation expenses in 

the financial statements of 2023. 

 

B3 The enterprise has not applied the standards’ requirements regarding the assets’ 

depreciation since their last revaluation, thus allocating the post-revaluation 

depreciation over the whole useful life of assets rather than over the remaining 

useful life of assets.  

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

standards and good practices 
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For more details see subchapter 2.1. Issues with impact on the audit opinion 
 

 

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, NAO Code of Ethics, and other requirements relevant to our audit of the publicly 

owned enterprises’ AFS.  We believe that the audit evidence we have obtained is 

sufficient and appropriate to provide a basis for our opinion. 

 

Conclusion on Compliance  

 

We have also audited whether 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 the financial resources. 

 

In our conclusion, the transactions made by Ibër Lepenci j.s.c. have been in all material 

aspects in compliance with the established audit criteria arising from the legislation 

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

 

Basis for 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, NAO Code of Ethics, and other requirements relevant to our audit of the budget 

organisations’ AFS.  We believe that the audit evidence we have obtained is sufficient 

and appropriate to provide a basis for our conclusion. 
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Information Other than the Financial Statements and Auditor’s Report Thereon 

 

Management is responsible for the other information. The other information comprises 

the information included in the management report and the corporate governance 

statement, but does not include the financial statements and our auditor’s report 

thereon.  

 

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

do not express any form of assurance conclusion thereon. 

  

In connection with our audit of the financial statements, our responsibility is to read the 

other information and, in doing so, consider whether the other information is materially 

inconsistent with the financial statements or our knowledge obtained during the audit or 

otherwise appears to be materially misstated. 

  

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

compliance with the information included in the financial statements and that the 

corporate governance statement includes the disclosures required in articles 7 and 10 of 

the Law no.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 of this other information, we are required to report that fact. As described 

in the Qualified Opinion section of our report: 
 

1 The enterprise has not revalued its fixed assets since 2007. 

2 The enterprise has not rectified the asset revaluation reserve executed in 2007. 

3 The enterprise has not applied the standards’ requirements regarding the assets’ 

depreciation since their last revaluation, thus allocating the post-revaluation 

depreciation over the whole useful life of the assets rather than over the remaining 

useful life of the assets. 
  

  

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 

deems 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 Ibër-Lepenc j.s.c.’ 

financial reporting process. 
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Management’s Responsibility for Compliance  

 

The Ibër–Lepenc’ Management is also responsible for the use of the Ibër-Lepenc’s 

financial resources in compliance with all the applicable laws, rules and other applicable 

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 conclusion on compliance of respective Ibër-

Lepenc j.s.c’ 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: 

 

• 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 Ibër-Lepenc j.s.c. 

internal control.  

 

 
2 Collectively referred to as compliance with authorities  
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• 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 Ibër-Lepenc’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 POE 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 identified areas for potential improvement, including internal 

controls, which are presented below in the form of findings and recommendations.  

 

The matters or issues that has impacted the opinion on the financial statements are: 

non-revaluation of assets, untrue presentation of revaluation reserve, and failure to apply 

the depreciation of assets in accordance with the standards requirements. 

 

Other issue that has impacted the financial and compliance management is only found 

in the internal audit unit, concerning the insufficient staff. 

 

These findings and recommendations are intended to rectify the financial information 

presented in the financial statements, including the disclosure in the form of explanatory 

notes and to enhance internal controls related to financial reporting and compliance 

with authorities regarding the management of public sector funds. Additionally, we will 

follow up (review) on these recommendations during next year's audit.   

 

 

This report has resulted in 4 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 Issued with impact on the audit opinion  

Issue B1 – Failure to revaluate the assets of the enterprise  

Finding  Pursuant to IAS 16 - Property, Plant and Equipment – revaluations 

should be made on regular basis and sufficiently enough to ensure 

that their carrying (net) amount does not differ materially from that 

which would be determined using the fair value at the end of the 

reporting period.  

 

The enterprise carried out the assets’ valuation process in 2007. As 

a result, the accounting register contained 1,235 assets of a 

historical cost of €9,179,559, which were depreciated entirely and 

their net book value was zero. Moreover, the assets register 

contained other 41 assets with no original cost due to lack of 

evidence. These assets are still active and their useful life was not 

reviewed and revalued, as it was the situation with the other assets 

as well.   

 Notwithstanding the Management’s commitment through the action 

plan and the efforts made by publishing the tendering procedures, 

this issue has remained unimplemented as a result of lack of 

ineligible bidders.  

  

Impact Failure to revaluate the assets in use increases the risk of their 

book value at the reporting date of the financial statements being 

materially different from their fair value.  

  

Recommendation 

B1 

The Board of Directors should ensure that the enterprise’s assets 

are revalued in accordance with the international accounting 

standards, in order to have their fair value presented in the annual 

financial statements. 

 

Response of the auditee’s management (Agree) 

  

Issue  B2 – Untrue presentation of the revaluation reserve  

Finding IAS 16 – Property, Plant and Equipment: - paragraph 39 stipulates 

that if an asset’s carrying amount is increased as a result of a 

revaluation, the increase shall be recognised in other comprehensive 

income and accumulated in equity under the heading of revaluation 

surplus. However, the increase shall be recognised in profit or loss 

to the extent that it reverses a revaluation decrease of the same 

asset previously recognised in profit or loss. In addition, - paragraph 

41 stipulates that some of the surplus may be transferred as the 

asset is used by an entity. In such a case, the amount of the 

surplus transferred would be the difference between depreciation 

based on the revalued carrying amount of the asset and 

depreciation based on the asset’s original cost. 



 

 

 

 

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

 

     

  

10 

 

  

     

 

The revaluation reserve presented in the financial statements was in 

the amount of €162,424,909, as a result of the increase in assets 

from the revaluation carried out in 2007. This amount has not, since 

2007, been rectified on a regular basis due to depreciation of the 

value increased following the revaluation. As a consequence, the 

revaluation reserve value and the depreciation costs are not truly 

presented in the financial statements.  

 Notwithstanding the Management’s commitment to implement this 

recommendation, the issue regarding the untrue presentation of the 

revaluation reserve has not been implemented to the extent of 

carrying out a new revaluation of assets.  

  

Impact Failure to rectify the revaluation reserve as a result of depreciation 

over the years and the value not rectified in accordance with the 

IAS 16 requirements has resulted in untrue and unfair presentation 

in the financial statements. 

  

Recommendation 

B2 

The Board of Directors should provide for the rectification of the 

revaluation reserve resulting from the accumulated depreciation in 

accordance with the standards’ requirements, in order to ensure that 

the financial statements give a true and fair view thereon.   
 

Response of the auditee’s management (Agree) 

  

Issue  B3 – Assets not depreciated in accordance with the standards’ requirements  

Finding Pursuant to IAS 16 - Property, Plant and Equipment – paragraph 50, 

the depreciable amount of an asset shall be allocated on a 

systematic basis over its useful life. 

 

The enterprise has not applied the standards’ requirements regarding 

the assets’ depreciation since their last revaluation, thus allocating 

the post-revaluation depreciation over the whole useful life of the 

assets rather than over the remaining useful life of the assets. This 

was found in 24 samples that were subject to revaluation process 

carried out in 2007.  

 This way of depreciation occurred due to the recording carried out 

based on these post-revaluation criteria, without giving any 

reasonable explanation in the revaluation report as to why they were 

depreciated over the whole useful life rather than over the remaining 

useful life.   

  

 

 

 

 

 



 

 

 

 

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

 

     

  

11 

 

  

     

Impact  Inadequate depreciation of assets, by not accounting for the 

remaining useful life, leads to untrue presentation of the net assets, 

the depreciation costs, and of the withheld profit. 

  

Recommendation 

B3 

The Board of Directors should ensure that the assets depreciation is 

allocated on a systematic basis over the remaining useful life of the 

assets, following the revaluation, in accordance with the international 

accounting standards. In addition, it should ensure that depreciation 

costs are reviewed and that the identified errors are rectified. 
 

Response of the auditee’s management (Agree) 
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2.2 Other financial and compliance management issues 

 

 

   

 

2.2.1   Internal audit function  

 

Internal auditing is an independent and consulting activity aimed at providing objective 

assurance, designed to add value to and improve the company’s operations. It also 

helps the company achieve the objectives by bringing a systematic and disciplined 

approach to evaluate and improve the effectiveness of risk management, control and 

governance processes. 

 

Issue B4 – Insufficient staff in the internal audit unit  

Finding According to the International Standards for the Professional 

Practice of Internal Auditing 1300, 1310, 1311, the Chief Audit 

Executive must develop and maintain a quality assurance and 

improvement program that covers all aspects of the internal audit 

activity through internal assessments consisting of ongoing 

monitoring of the internal audit activity and periodic self-

assessments or assessments by other persons within the 

organisation with sufficient knowledge of internal audit practices.    

 

The enterprise’s internal audit function has been operated by only 

one officer who has performed and followed up the audits, which 

hampers the provision of an efficient quality assurance and 

improvement program of audit activities.  

 During the year, the enterprise hired an internal audit officer who 

resigned shortly afterwards and they could not manage to hire more 

staff for the internal audit unit until the yearend.   

 

Impact Audit activities performed and followed up by the same officer not 

only hampers the provision of the assurance on and improvement of    

the quality of audit activities, but also diminishes the assurance 

provided to the management regarding the functioning of the key 

financial systems.  

 

Recommendation 

B4 

The Board of Directors and the Audit Committee should ensure that 

the Internal Audit Unit creates an efficient quality assurance and 

improvement program of internal activities by increasing the number 

of staff in this unit.   

 

Response of the auditee’s management (Agree)   
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3 Progress on implementation of recommendations  

The audit report on the 2022 AFS of Ibër-Lepenc j.s.c. resulted in seven (7) key 

recommendations. The audit report was produced by the National Audit Office whilst the 

enterprise’s management has prepared the action plan to address the recommendations.  

 

By the end of our 2023 audit, three (3) recommendations were implemented and four 

(4) have not been implemented yet. For a more thorough description of the 

recommendations and how they are addressed, see the following Table.  
 

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

 
 

 

   

 

 

   

 

Table 1 Summary of prior year’s recommendations 

 

No Audit area  Recommendations of 2022 Actions taken Status 

1.  Basis for 

opinion 

The Board of Directors should 

ensure that the assets depreciation 

is allocated on a systematic basis 

over the remaining useful life of 

the assets, following the 

revaluation, in accordance with the 

international accounting standards. 

In addition, it should ensure that 

depreciation costs are reviewed 

and that the identified errors are 

rectified. 

The enterprise has 

committed to rectify the 

assets depreciation 

errors when 

implementing the assets 

revaluation results, but 

failure of the tendering 

process and failure to 

engage the eligible 

company for the assets 

revaluation has led to 

the failure to implement 

this recommendation as 

well.   

Implementation 

has not started 

2.  Property, 

Plant and 

Equipment  

The Board of Directors should 

ensure that the enterprise’s assets 

are revalued in accordance with 

the international accounting 

The enterprise has 

published the tender for 

engaging a company 

specialised in assets 

Implementation 

has not started 
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standards, in order to have their 

fair value presented in the annual 

financial statements.  

revaluation, but due to 

lack of eligible bidders 

the procedure was 

cancelled.  

3.  Property, 

Plant and 

Equipment 

The Board of Directors should 

provide for the rectification of the 

revaluation reserve resulting from 

the accumulated depreciation in 

accordance with the standards’ 

requirements, in order to ensure 

that the financial statements give a 

true and fair view thereon.  

The enterprise has 

committed to rectify the 

revaluation reserve at 

the same time it will 

carry out the revaluation. 

Therefore, failure to 

revaluate the assets has 

also resulted in the 

failure to rectify the 

revaluation reserve 

because of having 

cancelled this procedure.  

Implementation 

has not started 

4.  Operational 

expenses  

The Board of Directors should 

ensure that the regulations for the 

business management setting forth 

clear internal controls and 

procedures that would help the 

management of risks from errors 

or misuse are drafted.  

The enterprise has drawn 

up the matrix of 

authorisations which 

foresees the decision-

making levels for all 

activities of the 

enterprise. 

Implemented  

5.  Operational 

expenses 

The Board of Directors should 

ensure that necessary actions are 

taken to ensure that the certifying 

officer is performing in accordance 

with the employment contract.  

After the approval of the 

regulation on the 

employees’ 

systematisation and 

salary compensation, the 

enterprise engaged the 

payments certifying 

officer.   

Implemented 

6.  Operational 

expenses 

The Board of Directors should 

ensure that a regulation/policy on 

the systematisation of the 

employees in line with 

organisational structure is 

approved and that the salaries are 

remunerated in line with the 

approved regulations.   

In October 2023, the 

board of directors 

prepared regulation on 

the employees’ 

systematisation and 

salary compensation, 

which has been enforced 

since February 2024. 

Implemented 

7.  Internal 

audit 

function  

The Board of Directors and the 

Audit Committee should ensure 

that the Internal Audit Unit creates 

an efficient quality assurance and 

improvement program of internal 

activities by increasing the number 

of staff in this unit.   

During the year, the 

enterprise hired an 

internal audit officer 

through regular 

recruitment procedures, 

who resigned shortly 

afterwards.  

Implementation 

has not started  

 

 

 

* 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  
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End notes  

 

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

relevant standards and good practices.  

² Collectively referred to as compliance with authorities 
 

 

 










































































