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1 Audit Opinion

We have completed the audit of the financial statements of Regional Water Supply Company
"Prishtina” J.S.C for the year ended on 31 December 2024 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 authorities’.

Qualified opinion on annual financial statements

We have audited the annual financial statements of the Regional Water Supply Company “Prishtina”
J.S.C (RWSCP), which comprise the statement of financial position for 2024, 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 2024.

In our opinion, except for the matter/s described in the Basis for Qualified Opinion section of our
report, the enterprise’s financial statements give a true and fair view in all material aspects of the
financial position of the Regional Water Supply Company “Prishtina” J.S.C as of 31 December 2024,
and its financial performance and its cash flows for the year 2024, in accordance with International
Financial Reporting Standards (IFRSs) and International Accounting Standards (IAS).

Basis for Qualified Opinion

B1  The enterprise had not performed a review of the residual value and useful life at the end of
the reporting year. As a result of the audit, the following shortcomings were identified in the
asset register: 3,253 fully depreciated assets in use with no useful life, with an initial value of
€12,720,823 and 61 assets in use with an initial value and a net value of zero. Due to the nature
of the matter, related to the lack of review of the useful life of assets and the absence of asset
valuation, we were unable to assess the financial value of the assets used by the company.

B2  During the audit, discrepancies were identified between the physical condition of assets and
stocks and the accounting ledgers. Through testing, we identified that 47 assets with a net
value of €32,213,794 were not verified by the stocktaking committee. The value of reductions
and write-offs in the explanatory notes was reported as €50,907, while in the item “Property,
buildings and equipment” and in the stocktaking committee report, this value is presented as
€29,600. Furthermore, the full reconciliation of stocks with the accounting ledgers was not
made.

T Compliance with authorities — compliance with all the public sector laws, rules, regulations, and relevant standards and
good practices
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B3  The company had recorded the amount of €270,032 as accounts payable, whereas according
to the confirmation letter and supporting evidence, the value of these was €293,436.
Therefore, there is an undervaluation of €23,404.

B4  The enterprise had not correctly reported the item "Advance payments and other accounts
receivable", as it had not deducted the property tax advances in the amount of €11,735, as
well as the rental expenses in the amount of €23,540 incurred for the year 2024.

For more details, see sub-chapter 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 budget organisations’ AFS. 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 opinion, except for the effects of the matter/s described in the Basis for Conclusion section of
our report, the transactions carried out at the Regional Water Supply Company “Prishtina” 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 Conclusion

B5 From the review of the documentation of the acceptance of capital investments dated
13/04/2023, involving an amount of €2,655,419, it results that the enterprise had established
committees for technical acceptance and transfer of ownership. However, by the end of the
audit, neither a summary report nor a time plan for putting into use of the investments had
been drafted, although over two years had passed since acceptance.

C1  During 2024, the enterprise signed three agreements with the Ministry of Economy for the
funding of 12 capital projects, jointly valued at €1,685,820. However, due to the failure to
finalize the projects within the year, it failed to receive funds in amount of €288,180.

A1 The enterprise had hired a candidate in a technical position who did not meet the education
criteria defined in the public competition, offering an employment contract with a job
description that did not comply with the requirements of the vacancy announcement.

C2 The enterprise had billed 202 customers without installed water meters, with an accumulated
debt of €468,745.
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C3  The consumer register includes 34 cases with unidentifiable descriptions such as "NN" with
total liabilities of €27,809. While for 76,075 customers the personal number is missing and in
6,741 cases the addresses are incomplete.

C4  The enterprise had not ensured the conclusion of contracts with all customers according to
legal requirements. Out of 198,012 active customers, it had concluded 149,984 contracts.

A2 The enterprise had not systematically read water meters for all customers. Our testing
revealed 14 such cases jointly valued at €41,049. In addition, 304 other cases with a total value
of €222,658 were identified in the customer register, indicating that the problem is
widespread.

B6  Out of the total gross receivables, €46,011,010 are debts over one year old, and €43,971,635
are over three years old, which are provisioned according to policies. According to the Law

on Obligations, claims for water supply services prescribe depending on the category of the
consumers.

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, 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 in 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 the corporate governance statement,
including 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.

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), Law no. 04 / L-087 on Publicly Owned Enterprises
(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 Regional Water Supply Company
“Prishtina” J.S.C’s financial reporting process.

Management’s Responsibility for Compliance

The Regional Water Supply Company “Prishtina” J.S.C's Management is also responsible for the use
of the Regional Water Supply Company “Prishtina” J.S.C’s financial resources in compliance with the
Law on Public Owned Enterprises and all other applicable laws, rules and regulations.?

2 Collectively referred to as compliance with authorities
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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 Regional Water Supply
Company “Prishtina” 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:

e 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.

e 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.

e 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 Regional Water Supply Company “Prishtina” J.S.C's
internal control.

e Assess the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e 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
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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.

e 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 shortcomings 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 have identified areas for potential improvement, including internal controls,
which are presented below for your consideration in the form of findings and recommendations.

Issues with an impact on the audit opinion on the financial statements were: shortcomings in the
asset register, shortcomings identified in the stocktaking process of fixed assets and stocks, failure
to conduct stocktaking of and accurately present accounts payable, and inaccurate presentation of
advance payments in the financial statements.

Issues with an impact on the compliance conclusion were: accumulated billing as a result of failure
to read water meters periodically, recruitment not in accordance with the criteria defined for the job,
shortcomings in the planning process for putting into use received capital investments, accumulation
of old debts and lack of effective collection actions, lack of contracts with customers for water
services, consumer register not in accordance with WSRA rules, lack of water meters for active
customers, and shortcomings in the management of capital investment projects.

Other issues that have had no impact on the opinion but only on the findings on financial
management and compliance are: lack of identification of payments from unidentified customers,
failure to conduct stocktaking of accounts receivable and lack of evidence and setting of criteria in
the tender dossier not in line with the Law on Public Procurement.

These findings and recommendations are intended to make the necessary corrections to the financial
information presented in the financial statements, including disclosures in the form of explanatory
notes, and to improve internal controls with respect to financial reporting and compliance with
authorities in terms of the management of public sector funds. We will follow up on (review) these
recommendations during the next year's audit.

This report resulted in 15 recommendations, of which three (3) are new recommendations, four (4)
are partially repeated recommendations and eight (8) recommendations are repeated from the
previous year.

For the status of previous year’s recommendations and the extent of their implementation, see
Chapter 3.

2.1 Issues with impact on audit opinion
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Issue B1 - Shortcomings in the company's asset register

Finding

Impact

According to IAS 16, paragraphs 6 and 7, an asset shall be recognized as such
if: a) it is probable that future economic benefits associated with the item will
flow to the entity; and b) the cost of the item can be measured reliably. The
cost of the asset represents the amount of cash paid, the fair value given at
the time of purchase or construction, or — in cases where the company is not
aware of these data — a new assessment must be made to determine the
correct value and recognition of the asset. Furthermore, according to
paragraph 51 of the same standard, the residual value and useful life of the
asset shall be reviewed at least at each financial year-end, to verify whether
expectations differ from the initial estimates.

The company had reported in the financial statements long-term assets in the
amount of €84,847,136, based on the analytical register of assets, for which
the residual value and useful life were not reviewed at the end of the reporting
period.

As a result of not reviewing the residual value and useful life of assets at the
end of the reporting period, shortcomings have been identified in the asset
register, which we will present below:

e The asset register includes 26% (3,253 out of 12,702 items) of assets
registered and in use, with an initial value of €12,720,823, but fully
depreciated (with a zero-book value), with no useful life;

e Inthe asset register there are 61 assets in use with initial value and net
value of zero, which include two (2) buildings, four (4) automobiles and
machinery, office and maintenance equipment;

e The asset register also includes 136 plots of land with a unit of
measurement of m?, but does not specify their surface area, and 18
buildings that are registered with a unit of measurement of piece and
not with a unit of measurement of surface area (m?2).

Due to the nature of the matter, related to the lack of review of the useful life
of assets and the absence of asset valuation, we were unable to assess the
financial value of the assets used by the company.

The enterprise had not reviewed and treated the asset register, arguing that
the shortcomings had accumulated over the years and required a more
detailed assessment and treatment.

Shortcomings in the asset register make it impossible to accurately determine
their value and useful life, thus limiting the reliability of the data reported in
the financial statements.
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Recommendation B1The Board of Directors should ensure that a complete review of the asset

register is carried out in order to identify all shortcomings, as well as to take
the necessary actions so that the value of the assets is presented truly and
accurately in the annual financial statements.

Management’s Response: Disagree

In more detail, see Appendix I

Issue B2 - Weaknesses identified in the stocktaking process of fixed assets and stocks

Finding

Impact

According to Article 12 of Law No. 06/L-032 on Accounting, Financial
Reporting and Auditing, business organizations subject to this law shall verify,
at least once a year, the existence and evaluation of assets, liabilities and
capital, through the stocktaking process, which must be based on relevant
documentation and evidence.

During the audit, discrepancies were identified between the physical
condition of assets and stocks reported by the stocktaking committee and the
accounting ledgers. Through testing, we identified that 47 assets with a net
value of €32,213,794 were not verified by the stocktaking committee.

The enterprise had not correctly reported in the explanatory notes the assets
recorded as missing and out of use in the amount of €50,907, while in the
item "Property, buildings and equipment" and in the report of the stocktaking
committee this value is presented as €29,600.

In addition, the reconciliation of the stock inventory results with the
accounting ledgers was not performed, as out of 187 stocks proposed for
deletion, 109 stocks valued at €7,383 were not disclosed in the accounting
ledgers.

The discrepancies resulted from the lack of effective coordination between
the stocktaking committee and the finance department, as well as from the
irregular maintenance of accounting and physical records of assets and stocks.

This situation has resulted in the inaccurate presentation of the value of assets
and stocks in the annual financial statements, and has made it impossible to
fully verify the physical existence of registered assets.

Recommendation B2The Board of Directors should ensure that the stocktaking process is

conducted in accordance with legal requirements and accounting standards,
and that its results are reconciled with the accounting ledgers.
Management’s Response: Disagree

In more detail, see Appendix I
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Issue B3 - Inaccurate presentation of accounts payable

Finding

Impact

According to Article 12 (1) of Law No. 06/L-032 on Accounting, Financial
Reporting and Auditing, business organizations subject to this law shall verify,
at least once a year, the existence and evaluation of assets, liabilities and
capital, through the stocktaking process, which must be based on relevant
documentation and evidence.

The company had not performed verification of the accounting records for
accounts payable against supporting documentation during 2024. In two
instances, the company had recorded €270,032 as accounts payable, whereas
according to the confirmation letter and supporting evidence, the value was
€293,436. Therefore, there is an undervaluation of €23,404, which resulted
from the failure to recognize the expenses of invoices from the month of
December.

The lack of reconciliation between the accounting records of accounts payable
and the supporting evidence has resulted in the incomplete and inaccurate
presentation of liabilities in the financial statements.

Failure to reconcile accounts payable accounting ledgers with supporting
evidence has resulted in incomplete and untrue presentation of liabilities in
the financial statements.

Recommendation B3The Board of Directors should ensure that the process of verifying the

existence of and assessing liabilities is conducted on a periodic basis, through
the stocktaking process and supported by relevant documentation, in
accordance with legal and accounting requirements.
Entity’'s management answer (Agree)
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Issue B4 - Incorrect presentation of advance payments in the financial statements

Finding

Impact

According to paragraph 4.44 of the Conceptual Framework for Financial
Reporting, an asset should be recognized in the statement of financial
position if it meets two essential conditions: a) it is probable that future
economic benefits associated with the item will flow to the entity; and b) the
cost of the item can be measured reliably. These criteria ensure that only
assets that meet these conditions are included in the financial statements,
thereby ensuring true and reliable reporting of financial position.

The enterprise had not correctly reported the item "Advance payments and
other accounts receivable”, as it had not deducted the property tax advances
in the amount of €11,735 for 2024. In addition, the rent advance payments
were overstated by €23,540, as these amounts were carried forward from
previous years without supporting documentation proving their validity.

This happened as a result of the failure to record property tax invoices for the
Municipality of Prishtina during the reporting year, while the rent advance
payment represents a balance carried forward from previous years, without
supporting documentation justifying the need to keep it in the financial
records.

Failure to record invoices in the reporting period has resulted in inaccurate
presentation of advance payments.

Recommendation B4The Board of Directors should ensure the accurate and timely recording of all

invoices received, in accordance with the principle of recognition on an
accrual basis. It should also review and analyse carried forward balances,
based on relevant supporting documentation, and address any discrepancies
to ensure true presentation in the financial  statements.
Entity’'s management answer (Agree)

2.2 Issues with impact on the compliance conclusion
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Issue B5 - Shortcomings in the planning process for putting into use received capital

Finding

Impact

investments

According to the Memorandum of Understanding between the Ministry of
Economy and RWC Prishtina of 13/04/2023, the enterprise received ownership
of Capital Investments for Water and Sanitation for Rural Areas of Kosovo -
Phase VI, aimed at implementing projects for sustainable water supply for
citizens, financed by the Government of Kosovo and the Government of
Switzerland (implementer of the CDI project).

The review of the capital investment acceptance documentation of
13/04/2023, based on the Memorandum of Understanding between the
Ministry of Economy and RWC Prishtina, involving an amount of €2,655,419,
as well as supporting evidence, shows that the enterprise had established a
committee on 21/06/2023 and two others on 04/11/2024 for technical
acceptance and transfer of ownership. However, by the end of the audit, the
enterprise had not drafted a summary report documenting the actions for the
putting into use of the investments, nor a timeline with defined deadlines,
although over two years have passed since their acceptance.

This happened as a result of the lack of adequate management and proper
commitment on the part of the enterprise to follow and finalize the process
of technical acceptance and putting into use of capital investments and,
consequently, to achieve the investment objectives.

The failure to put into use the investments has prevented the achievements
of the enterprise's objectives planned by the investment acceptance
agreement. The failure to finalize such projects also increases the risk of
premature depreciation of assets and prevents the expected benefits for
citizens in the respective municipalities.

Recommendation B5The Board of Directors should take action to put those capital projects into

use, including the completion of their technical acceptance, in order to bring
benefits to the citizens in the municipalities where those projects are
implemented.

Entity’'s management answer (Agree)




ZYRA KOMBETARE E AUDITIMIT - NACIONALNA KANCELARUA REVIZIJE - NATIONAL AUDIT OFFICE

Issue C1 - Shortcomings in the management of capital investment projects

Finding

Impact

The agreements on funding of capital projects concluded between the
Ministry of Economy (ME) and the Regional Water Supply Company Prishtina
(RWC Prishtina) signed on 06/02/2024 and 29/03/2024, as well as the relevant
annexes thereto of 03/12/2024 determine the methods for funding projects,
including: sources of financing, mutual obligations of the parties, procedures
for monitoring the use of funds, as well as the transfer of funds from ME to
RWC Prishtina. Such transfer is executed after receiving reports and opinions
on the regularity of project implementation from the Internal Audit Unit in the
enterprise.

During 2024, the enterprise signed three agreements with the Ministry of
Economy for the financing of capital projects in a total amount of €1,848,255.
The agreements were followed by two annex contracts, which increased the
amount of financing to €1,685,820, to support a total of 12 projects.

Based on the review of the overall implementation of the projects, we found
that the enterprise had met the criteria for benefiting from €774,820, which
represents 46% of the funding value. On the other hand, €622,820 were not
executed mainly due to delays in procurement procedures due to complaints
and their review by the PRB, as well as the failure to fulfil contractual
conditions by economic operators, which resulted in the termination of two
contracts.

Meanwhile, investments worth €288,180 have been identified as unexecuted
due to delays by operators in commencing or completing works according to
contracted deadlines, whereupon the contracting authority did not take
punitive measures for delays in completing works in accordance with
contractual provisions.

Delays by economic operators commencing or completing works have
resulted in the inability to fulfil contractual conditions within the specified
deadlines.

The failure to implement capital projects in accordance with the terms of the
funding agreement has resulted in the enterprise’s inability to obtain funds
and the need to cover expenses with its own funds. This situation has also had
a negative impact on the achievement of the enterprise's strategic objectives
and consequently prevents benefits that these projects could provide to
citizens.
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Recommendation C1The Board of Directors should ensure that capital projects are implemented

within the deadlines and under the conditions defined in the funding
agreements, and make sure that the enterprise’s strategic objectives are
achieved and citizens benefit from these projects.
Entity’'s management answer (Agree)

Issue A1 - Recruitment not in accordance with the criteria set for the job position

Finding

Impact

Recommendation A1

According to the Internal Regulation on Systematization of Jobs of
27/02/2023, a degree from the Technical Faculty, Department of
Hydrotechnical Engineering is required for the position of Hydrotechnical
Engineer.

The enterprise had announced a public competition for the position of
"Hydrotechnical Engineer", specifying as a requirement in terms of education
graduation from the Technical Faculty — Department of Hydrotechnical
Engineering. However, the selected candidate did not meet these criteria, as
he had graduated from the Department of Civil and Infrastructure
Engineering. Furthermore, the enterprise had signed the employment
contract with the position title "Hydrotechnical Engineer - Responsible
Engineer in the Water Supply Operational Unit", with a description of duties
and responsibilities that did not match those specified in the public
competition announcement.

This happened as a result of a lack of control during the selection process,
allowing the selection of a candidate who did not meet the required
professional criteria.

This situation has violated the principles of equality and transparency in the
recruitment process, resulting in the appointment of a candidate without the
relevant professional qualifications. As a result, the quality and effectiveness
in fulfilling work duties is jeopardized.

The Board of Directors should ensure the strengthening of internal
controls in order to abide by all criteria specified in the public competition
announcement.

Management’s Response: Disagree
In more detail, see Appendix I
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Issue C2 - Lack of water meters for active customers

Finding

Impact

According to Article 29 (1) of Regulation No. 10/2019 on Minimum Standards
of Water Services in Kosovo, unless otherwise specified in this regulation, the
service provider is obliged to bill customers based on the consumption read
by the water meter.

During 2024, the enterprise billed 202 customers for water services without
having installed water meters (compared to 477 in 2023), while as of
31/12/2024, the accumulated debt from these customers was €468,745.

This issue had also been raised in previous years' reports and, although the
enterprise had taken some actions to reduce the number of these cases, it has
not managed to fully address it.

Billing without basis in actual consumption measurements can lead to
inaccuracies in revenue recording and make it difficult to identify real
consumption, thus also contributing to the increase in the level of water losses
that cannot be effectively treated or controlled.

Recommendation C2The Board of Directors should ensure that the necessary measures are taken

to equip all customers with water meters, in order to ensure accurate
measurement of consumption, improve billing accuracy and reduce water
losses.

Entity’'s management answer (Agree)
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Issue C3 - Customer register not in compliance with WSRA rules

Finding

Impact

According to Regulation No. 03/2016 of the Water Services Regulatory
Authority (WSRA) on Customers’ Charter Issued by Water Service Provider in
Kosovo, the content of the customer register must include, among others: the
name, personal number and address of the customer.

In the customer register, at the end of 2024, there are 34 customers recorded
with unidentifiable descriptions such as "NN" or other abbreviations, who owe
the enterprise a total of €27,809 (compared to 55 in the amount of €58,712
the previous year). Moreover, for 76,075 customers the personal number is
missing (compared to 65,740 in the previous year), while in 6,741 cases the
addresses are incomplete, recorded only with the name of the locality, without
specifying the exact location.

The shortcomings in customer data are a result of the lack of internal controls
and the failure to regularly update the register, as well as the lack of a
structured process for verifying and completing basic information according
to the requirements of the WSRA.

The lack of complete customer data limits the accuracy and reliability of the
customer register, and prevents accurate tracking of financial liabilities owed
to the enterprise.

Recommendation C3The Board of Directors should ensure that remedial measures are taken so

that all customers are registered with their full name (natural or legal person),
personal or business number, and correct address.
Entity’'s management answer (Agree)
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Issue C4 - Failure to conclude contracts with customers for water services

Finding According to Article 24 of Law No. 06/L-088 on amending and supplementing
Law No. 05/L-042 on Regulation of Water Services, service providers are
obliged to conclude a contract with each costumer. These contracts must
specify the general conditions on the basis of which the services will be
provided, thus ensuring the formalization of the relationship between the
parties and the protection of customer rights.

The enterprise had not ensured the conclusion of contracts with all customers
who receive water services. According to data from the consumer register as
of 31/12/2024, the enterprise provides services to 198,012 customers, while
by the end of the year it had concluded contracts with 149,984 customers,
which represents 76% of the total number (compared to the previous year,
110,287 customers or 59%).

This happened due to the lack of cooperation from customers and insufficient
actions by the enterprise to formalize contractual relationships over the years.
However, during the current year, actions have been taken to address this
issue through the delivery of contracts in cooperation with the Kosovo Post.

Impact Failure to conclude contracts with customers for the services provided
prevents the application of legal measures against them in cases of non-
payment, having a negative impact on the collection process and jeopardizing
the collection of planned revenues.

Recommendation C4The Board of Directors should ensure that all customers who are supplied with
water services by the enterprise enter into contracts with the enterprise, as
well as establish mechanisms that guarantee the conclusion of a contract with
each new  customer  before the  provision of  services.
Entity’'s management answer (Agree)
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Issue A2 - Accumula

Finding

Impact

Recommendation A2

ted billing due to failure to read water meters periodically

According to IFRS 15, paragraph 31, revenues should be recognized in the
period in which the service is performed, while according to paragraph 38
thereof, their recognition is allowed only when there is reliable evidence that
proves the performance of the service. Furthermore, according to Article 29
(1) of Regulation No. 10/2019 on Minimum Standards of Water Services, the
service provider is obliged to invoice customers every month, based on
consumption read on the water meter, providing 12 invoices per year. In
addition, Article 27 (3) specifies that the water meters must be read regularly,
not less than every three months.

During the audit, we found that in 14 cases customers were billed only at the
fixed tariff or with the same/approximate amounts for more than three
months, due to the lack of systematic reading of water meters. As a result,
these customers were subsequently billed in an aggregate manner for the
actual quantity consumed, with a total amount of €41,049.

From the review of the billing register, 304 other customers in similar
situations were identified, billed during 2024, with a total value of €222,658,
which proves that this problem is widespread in the enterprise's billing
practice.

In addition, verification of the register of the WRA decisions revealed that as
a result of failure to read water meters systematically, debt in the amount of
€6,287 was written off for five (5) clients.

The cause of this situation is the lack of adequate procedures and effective
methods for managing the water meter reading and billing process.
Furthermore, the enterprise has not established internal controls and
monitoring mechanisms to ensure that readings are done regularly, thus
deviating from the practice of billing based on actual consumption.

Failure to record revenues in the period in which they occur and on the basis
of actual consumption results in inaccurate reporting of financial statements.
Such billing practices also risk disputes and complaints from customers and,
consequently, the write-off of accounts receivable.

The Board of Directors should ensure that the water meter reading
process is conducted regularly and within the established deadlines, and
that billing is based on actual consumption and consequently recorded in
the period of occurrence, to guarantee the accuracy of financial statements
and minimize the risk of complaints/disputes.

Entity’'s management answer (Agree)
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Issue B6 - Accumulation of old debts and lack of effective collection actions

Finding According to Article 360 (1) of the Law on Obligational Relations, claims
arising from water supply services prescribe depending on the category of the
consumer.

Based on the enterprise's data, out of the total gross trade accounts receivable
of €50,567,061, it was found that €46,011,010 belong to debts older than one
year, while €43,971,635 are debts older than three years, which have been fully
provisioned.

During 2024, the enterprise initiated 2,044 cases in enforcement proceedings
in the amount of €1,335,369, while in total, there are 9,785 cases in the
enforcement process in the amount of €8,751,368 (or 20% of the total amount
of debts older than three years). The enterprise also has 749 cases rejected in
court, of which 115 belong to 2024 in the amount of €1,119,777 and two cases
submitted to enforcement with a final court decision in the amount of €1,171.

The accumulation of debts from customers has resulted from the lack of
appropriate actions by the enterprise to collect them over the years, including
the failure to take timely legal steps, which has consequently increased the
risk of these debts becoming statute-barred.

Impact Old, uncollected debts risk becoming statute-barred, making it impossible for
the enterprise to collect them. As a result, this has a negative impact on the
enterprise's liquidity, financial performance, and achievement of its
operational objectives.

Recommendation B6The Board of Directors should ensure that the Company is taking timely legal
actions to prevent the statute-barring of debts.
Entity’'s management answer (Agree)

2.3 Other financial and compliance management issues

2.3.1 Accounts Receivable

The value of accounts receivable presented in the AFS was €4,919,633 (net value). They relate to
invoices to customers from the regular business of the enterprise.
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Issue B7 - Lack of supporting evidence for accounts receivable

Finding

Impact

According to Article 12 (1) of Law No. 06/L-032 on Accounting, Financial
Reporting and Auditing, business organizations subject to this law shall verify,
at least once a year, the existence and evaluation of assets, liabilities and
capital, through the stocktaking process, which must be based on relevant
documentation and evidence.

The enterprise had not reconciled the accounting ledgers of accounts
receivable with the supporting documentation during 2024. As a result, we
identified the following shortcomings:

e Inseven (7) cases involving the amount of €245,398, the enterprise did
not have evidence proving the right to collect. This amount is included
under gross accounts receivable that are fully provisioned.

e Furthermore, two (2) of these accounts relate to debts totalling
€167,085 created before the privatization of several socially owned
companies, whose ownership after privatization has not been
determined and there is no specific party against whom the right of
collection may be exercised. These accounts were 100% provisioned
according to internal procedures.

This happened as a result of the failure to reconcile accounts receivable
reported in the financial statements with the supporting evidence.

Failure to reconcile the accounts receivable accounting ledgers with the
supporting evidence resulted in incomplete and inaccurate presentation of
gross accounts receivable in the explanatory notes to the financial statements.

Recommendation B7The Board of Directors should ensure that the enterprise verifies at least once

a year the existence and evaluation of accounts receivable, with relevant
documentation, in accordance with legal and accounting requirements.
Entity’'s management answer (Agree)
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2.2.1 Short-term liabilities

The net value of the financial item of short-term liabilities presented in the statement of financial
position was €5,495,782. These include trade and other accounts payable amounting to €1,462,290,
short-term loan liabilities of €311,679, other liabilities of €3,344,530 and provisions for disputes
€377,283.

Issue B8 - Lack of identification of payments from unidentified customers

Finding According to IAS 1, paragraph 15, financial statements shall present fairly the
financial position, financial performance and cash flows of an entity. Fair
presentation requires the faithful representation of the effects of transactions,
other events and conditions in accordance with the definitions and
recognition criteria. The Conceptual Framework (paragraphs 5 and 26-30)
requires that financial information be relevant and reliable, including qualities
such as accuracy, completeness and verifiability.

The enterprise has recorded in its accounting ledgers an amount of €673,928,
which was created as a result of payments received over the years from
unidentified customers. The enterprise does not have accurate data on these
customers, and as a result this amount is recorded in the accounting ledger
under the item “advances from unidentified customer payments".

The non-identification of payments happened as a result of difficulties and
inability to identify the relevant customers, as this problem has been carried
forward since 2003, without being adequately addressed.

Impact Failure to accurately identify such payments increases the risk that customers
will be charged more than their actual liabilities and leads to the inaccurate
presentation of accounts receivable.

Recommendation B8The Board of Directors should ensure that appropriate actions are taken to
identify customers who have made payments to the enterprise over the years
so that they are accurately reflected in the individual customer cards.
Entity’'s management answer (Agree)

2.2.2 Operating Expenses

Operating expenses reported in the enterprise's financial statements were €9,557,694, which relate
to utility expenses, depreciation expenses, general administrative expenses, debt provisioning
expenses, costs of goods sold, financial expenses, and income tax expenses.
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Issue A3 - Determination of criteria in the tender dossier not in accordance with the Public

Procurement Law

Finding

According to Article 68 of the Law on Public Procurement, 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 so, the minimum
annual turnover the economic operators must have shall not exceed the
twofold anticipated contract value. Requirements on economic situation must
be necessarily expressed in figures and shall refer maximum to the last three
financial years. In cases when except the minimum turnover is necessary to
submit the specific minimum turnover in a specific field covered by the
contract, such turnover should not exceed for one point five (1.5) times the
anticipated contract value.

For eight (8) procurement activities, the enterprise had included in the tender
dossier as a selection criterion the requirements on technical and/or
professional capacities, requiring economic operators to prove that they have
implemented at least one contract with similar supplies during the last 3
(three) years, counting backwards from the date of the contract notice.
However, we have identified that this requirement was not applied in
accordance with the legal requirements, since in cases where it is applied, the
value of the implemented contract must also be specified, which must not
exceed 1.5 times the estimated value of the contract. This requirement was
applied in the following projects:

e Supply of chemicals for water treatment (aluminum sulfate, chlorine,
algaecide, lime, anionic polyelectrolyte, etc.),

e Supply of anionic polyelectrolyte,

e Supply and installation of water meters,

e Supply of uniforms and clothing for employees of RWC Prishtina JSC,

e Supply of excavators, trucks and trailers for excavator transportation,

e Construction of drinking water reservoirs in Bardh i Madh, Grabovc
and Mesbardh, as well as water supply systems in the villages of Orllan,
Turigicé, Kalaticé and Herticé,

e Servicing and maintenance of passenger and off-road vehicles,
generators and repair of hydraulic pipes,

e Supply of vehicles-cars.

This happened as a result of the lack of due attention when establishing the
criteria in the tender dossier.
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Impact Setting criteria that are not in line with legal requirements may result in the
bid evaluation process not being objective, and may even lead to the
conclusion of contracts with economic operators that do not have the real
technical capacity to implement the relevant contracts.

Recommendation A3 The Board of Directors should ensure that the relevant criteria are
determined in full compliance with the requirements of the Law on Public
Procurement so that the bid evaluation process is clear and fair.
Management’s Response: Disagree
In more detail, see Appendix I
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3 Progress in implementing recommendations

The audit report for the 2023 AFS of the enterprise RWC Prishtina JSC resulted in 19 key
recommendations. The enterprise had prepared an Action Plan presenting how it would implement
the recommendations given. The enterprise had made improvements by eliminating duplicate codes
in the stock registers, separating property tax codes, not repeating the acceptance of documents
after the deadline for recruitment applications, and had not repeated the shortcomings in
procurement procedures regarding the acceptance of goods without relevant committees and the
improper evaluation according to the criteria in the tender dossier. By the end of our audit for the
year 2024, seven (7) recommendations had been implemented, four (4) were partially implemented
and eight (8) were repeated, as shown in the chart below.

For a more complete description of the recommendations and how they have been addressed, see
Table 1 (or the Table of Recommendations).

Chart 1. Progress in implementing previous year’s recommendations

3
2
0- T x T r
Basis for Basis for Internal Accounts Shor-term Revenues Operating
opinion conclusion controls in recevable Kabilities expense
financial
reporting
Il Implemented Notaddressed [ Notstarted Implementation WM Partially implemented

Table 1 Summary of previous year's recommendations

1 Basis for The Board of Directors should ensure that|[The enterprise Not addressed
Opinion a full review of the asset register is has not taken any
conducted in order to identify all action to fulfill
shortcomings and take the necessary the

actions to ensure that the value of assets |recommendation.
is presented fairly and accurately in the
annual financial statements.

2 Basis for The Board of Directors, prior to the The enterprise Not addressed
Opinion approval of the inventory report, should |has not taken any
ensure the relevant evidence action to fulfill




ZYRA KOMBETARE E AUDITIMIT - NACIONALNA KANCELARUA REVIZUE - NATIONAL AUDIT OFFICE

(investigation) is obtained regarding the
assets that were not physically located by
the commission but were recorded in the
accounting register. Furthermore, clear
procedures should be established to
ensure that the company’s assets are
properly managed.

the
recommendation;
moreover, other
shortcomings
have been
identified
regarding the
stocktaking
process and
reconciliation
with accounting
ledgers.

Basis for The Board of Directors should ensure that|The enterprise did|Implementation has
Opinion the values presented in the statement of [not report not started.
financial position are accurate for the advance
respective accounts, including all payments
invoices. correctly due to
errors in property
tax advance
payments and
rent advance
payments.
Basis for The Board of Directors should ensure that|The enterprise did|Implementation has
Opinion periodic reconciliation procedures with  |not conduct a not started.
economic partners are in place so that stocktaking of
the presentation of accounts receivable is [accounts
accurate. receivable during
2024 and
consequently did
not identify
accounts
receivable that
lacked supporting
evidence.
Basis for The enterprise Implemented
Opinion The Board of Directors should ensure the [has drafted the
development of a written procedure so  [recommended
that the treatment of assets, specifically ~|Procedure during
projects related to works and supplies, is 2024 and has
. . . commenced
carried out in accordance with . .
] ) ) implementation.
International Accounting Standards, in
order to ensure their presentation is as
accurate as possible.
Basis for The Board of Directors should ensure that|The enterprise Implemented
Opinion the explanatory notes, which include the [has disclosed the

fundamental principles used in the
preparation of the financial statements
and the information on the composition

required
information and,
consequently, no
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of the statement items, are provided in  |other
accordance with the requirements of shortcomings
accounting standards. have been
identified.
7 Basis for The Board of Directors should ensure that|The enterprise Not addressed
Conclusion projects are monitored throughout the  |does not have a
contract implementation process and concrete plan for
that, in cases of signed agreements for  |[and report on
the transfer of ownership, the projects putting into use
are handled appropriately. capital
investments
received from the
Ministry of
Economy more
than two years
ago.
8 Basis for The Board of Directors should take Concrete actions |Partially implemented
Conclusion monitoring actions toward the have been taken
staff/departments within the company to |to increase the
ensure that projects are implemented in  [number
accordance with the requirements of the |implemented of
agreement. projects with
funding from the
Minister of
Economy, but not
to the full level of
agreements.
9 Basis for The Board of Directors should ensure From the samples [Implemented
Conclusion that, during the recruitment procedures, |tested, no case
the requirements set forth by the legal  |was identified of
framework are respected. documents being
received after the
closing date of
the competition
during the
recruitment
process.
10  |Basis for The Board of Directors should ensure that|From the Implemented
Conclusion actions are taken by strengthening procurement

controls in the tender evaluation process,
as well as exercising greater oversight
over the procurement office, in order to
ensure that procurement activities are
carried out in full compliance with the
requirements set forth in the tender
dossier and the procurement law.

procedures tested
in the current
year, no cases
were identified
where the
requirements of
the tender dossier
were not met
during the
evaluation
process.
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11 Basis for The Board of Directors should ensure that|Our testing in the |Implemented
Conclusion warehouse management is conducted in [current year's
accordance with regulations, with each  |register has not
item assigned the appropriate code, and |resulted in
that there is a policy for handling stocks |duplicate codes
that are out of use or non-functional. for different types
of stocks.
12 |Internal Controls|The Board of Directors should ensure that|[Recommended  |Implemented
over financial the recording of expenses and liabilities is|actions have been
reporting carried out according to the appropriate [taken to divide
codes and accounts as required. property tax
liabilities into
separate codes.
13 [Accounts The Board of Directors should ensure that|Due to the lack of |Not addressed
Receivable the Company takes timely legal actions to |effective actions
prevent the statute of limitations on to collect
debts. accumulated
debts, the
number of filing
cases has
increased from
the previous year.
14 [Short-term The Board of Directors should ensure that|The Implementation has
liabilities necessary corrective actions are taken recommendation [not started.
regarding errors related to liabilities in was not
the accounting data, so that an accurate |addressed, as the
presentation is made in the financial accounts payable
statements. Additionally, mechanisms reconciliation was
should be established to regularly review |not done and
the liabilities register to verify the their exact status
completeness and accuracy of the list of |was not
obligations to suppliers. presented in the
AFS.
15 Short-term The Board of Directors should ensure that|The enterprise Not addressed
liabilities appropriate actions are taken to identify |has failed to
customers who have made payments so |identify payments
that this is reflected in their individual from unidentified
accounts. customers.
16  |Revenues The Board of Directors should take The enterprise Partially implemented
concrete actions to install water meters  |has managed to
for all customers so that billing for water [reduce the
consumption is based on actual usage.  |number of
customers who
are billed even
though they do
not have water
meters.
17 Revenues The Board of Directors should ensure the [Actions have Partially implemented

implementation of corrective measures

been taken to
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so that all customers identified as “NN”
(without first and last name) and other
abbreviations are registered in the name
of the service users. Furthermore, it
should be ensured that the recorded
outstanding amounts are allocated to the
respective customers and that necessary
actions are taken for their collection.

reduce cases
where the
customer register
does not contain
information as
required by the
WSRA regulation.

18

Revenues

The Board of Directors should ensure that
all necessary actions are taken to
establish contracts with all existing
customers who currently do not have
contracts.

The enterprise
has entered into
an agreement
with the Kosovo
Post for the
delivery of
customer
contracts and
consequently has
managed to
reduce the
number of
customers
without contracts.

Partially implemented

19

Operating
Expenses

The Board of Directors should ensure
that, in cases of goods receipt,
appropriate commissions are formed to
monitor the supply of derivatives.

From the samples
tested, no cases
of acceptance of
goods without
previously
established
committees were
identified.

Implemented
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Vlora Spanca, Auditor General

Mehmet Mucaj, Audit Director

Xhemile Berisha - Hoti, Team leader

Lindita Ajeti, Team member
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Annex I: Letter of confirmation/ Comments of BO regarding

the audit report (if any)

Issue

Comments from the BO

KNAO view

B1 - Shortcomings
in the company's
asset register

We consider that everything should be
reviewed since, in order to address the
requirements of the relevant standards, the
review of the useful life of asset categories
was done under the review of fixed assets in
October/2024 (see the MTH Regulation for
evidence). Furthermore, the review of useful
life is an accounting valuation and according
to IAS 8, changes in valuation do not have
retrospective effect.

As for assets that already have a book value of
€0, they are obsolete assets. They would thus
have minimal fair value since they are
obsolete assets and at best could only be
treated as scrap in case of their sale.

As for assets with a cost of €0, they were
valued as such by the company that
implemented the incorporation since 2007.
But even if their cost were changed, the net
book value would be minimal as these are
assets that would have been completely
depreciated by now. (See Exhibit B1.2)

The company maintains assets under the cost
model.

Therefore, although we consider that we have
room for improvement, we further consider
that these elements are not close to
materiality and as such, we kindly ask that
they be removed from public view.

The finding stands.

The company has provided a
justification that it has
performed the review of the
useful life of assets in October
2024, demonstrating the
approval of the new
regulation, but that it does not
imply the performance of the
review process with the
requirements of IAS 16,
paragraph 51, which requires
that the residual value and
useful life of an asset shall be
reviewed at least at each
financial year-end and if the
expectation differs from
previous forecasts, the
changes shall be treated as
changes in accounting
estimates in accordance with
IAS 8 Accounting Policies,
Changes in Accounting
Estimates and Errors.

The financial statements report
long-term assets worth
€84,847,136, and failure to
review their useful lives at least
at each year-end could impact
the annual depreciation, which
represents a significant item in
the financial statements. Any
change in their useful life
would result in material
changes to the financial
statements of the company
and would not comply with the
requirement for reliable cost
measurement under IAS 16.
Furthermore, evidence shows
that out of a total of 12,702
assets whose remaining life
and value have not been
reviewed, 26% of them are still
in use but with a zero carrying
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value, which proves that the
useful life of the assets
generally differs from the
presented useful life.

With regard to assets with an
initial value of zero, the
arguments that these are old
or of minimal value do not
exclude the obligation to
evaluate and determine their
value and correct recognition.
Likewise, the application of the
cost model does not exclude
the responsibility for regular
and documented updating of
the asset register, according to
the requirements of IAS 16,
paragraphs 6 and 7.
Consequently, this finding has
a material impact and remains
part of the basis of the
opinion.

B2 - Weaknesses
identified in the
stocktaking process
of fixed assets and
stocks

Regarding the failure to physically inspect
reported assets, we are mainly dealing with
assets that are underground assets and similar
assets whose movement/absence is not
possible and any absence/damage to them
would be revealed by processes that are an
alternative method of physical inspection for
the existence and compliance with accounting
records, the following actions are taken every
year-end:

1.1t is confirmed during discussions that all
relevant assets are in active use, without
physical or legal changes or damages during
the reporting period;

2. We are in daily contact with all Company
Units and any material changes to the land,
buildings and underground network would be
reported.

The inventory committee did not include
these assets in the final report, as no essential
shortages or changes were
identified/reported.

Therefore, the finding remains that they
should be included in the final inventory
report, but this is not a case of incorrect
reporting in the AFS, so there is no material
change that would have an impact on the AFS
2024. Consequently it should be left as a
matter of opinion.

The finding stands.

The company has explained
that some of the assets were
not included in the stocktaking
report as they are
underground equipment,
which do not have physical
changes and are inspected
through alternative methods.
However, no evidence was
provided documenting the
alternative verification of their
existence, which should also
have been an integral part of
the reconciliation process with
the accounting records.
According to Article 12 of Law
No. 06/L-032, all assets must
be inventoried and included in
the final report with relevant
evidence.

The non-inclusion of 47 assets
with a net value of €32,213,794
indicates a discrepancy
between the stocktaking
results and the accounting
records, impacting the
accuracy of the financial
statements.
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This was only a technical error in the relevant
disclosure. The basic statements and other
disclosures were not impacted by this
technical error since the accounting entries
were according to the inventory report and all
reporting was done according to the correct
value, i.e. €29,600.

This pertains to inventory/tools in use, which
are recognized as expenses when they leave
the warehouse, and for management
purposes they are charged to the relevant
employees. The only action taken in these
cases is that the employees charged with
them are charged in the system, but they have
no accounting effect since they were recorded
years ago when they were given to the
employees. (see evidence B2.3)

Regarding the discrepancy in
the value of the asset
shortages, the error was only
identified in the explanatory
notes, while the statement of
financial position correctly
presented the value according
to the stocktaking report, as
also confirmed in the entity's
comment.

Meanwhile, the failure to treat
and reconcile in accounting
ledgers 109 stocks proposed
for deletion, valued at €7,383,
indicates that the
recommendations of the
stocktaking committee have
not been fully implemented,
creating discrepancies
between the physical situation
and accounting records.
Consequently, the finding
remains material and cannot
be removed from the basis for
the opinion.
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A1 - Recruitment
not in accordance
with the criteria set
for the job position

Based on the vacancy announcement of
07/02/2024 under protocol number 478, for
the position of Engineer for OWU, a selection
committee was established.

After reviewing the documentation submitted
by the candidates, the committee acted in full
compliance with the applicable regulation
under protocol number 683 dated 27/02/2023
at the time of the announcement of the
competition. In this regulation, the
requirement for the professional qualification
of OWU engineers was the completion of
studies at the Technical Faculty, without
specifying any specific profiles such as
hydrotechnical engineering or other. A
technical error was made in the competition
criteria since the criteria were taken from
those for engineers at the DPD, where the
profile of Hydrotechnical engineering is
required, but after reviewing the
documentation, because the profile was from
the Technical Faculty, all candidates who met
the criteria were subjected to a written test
and interview according to the requirements
in the relevant instructions.

None of the applicants were discriminated
against, the process was conducted in
accordance with legal requirements, and there
were no complaints.

The finding stands.

The company has provided a
justification/clarification,
stating that this was caused
due to a technical error, but
the criteria published in the
competition were clear and
binding, and the selection was
made in violation of that
criterion. Therefore, the issue
remains and will be part of the
final report.

A3 - Determination
of criteria in the
tender dossier not
in accordance with
the Public
Procurement Law

Initially, we are clarifying that, regarding the
application of these requirements from article
68 and 69, Procurement Guide 002/2024, p.32,
advises: “Many CAs apply the requirements of
Article 68 and/or 69 of the LPP even in cases
where they have no relevance or need to be
proven (e.g. for activities aimed at supplying
goods that are not produced by their
provider). In these activities, the application of
the criteria from Article 68 and/or 69 of the
LPP is not reasonable, on the contrary, it is
unprofessional and may cause "unnecessary
problems". So, the application of these
requirements, in most cases, is unnecessary, it
is non-mandatory and the application
depends on the will of the CA.

-Article 68 of the LPP states that economic-
financial requirements may be applied, which
provides these options on the evaluation of an
Economic Operator in terms of

Financial standing:

1-relevant statements from the bank; or

The finding stands.

Despite the company's
explanations, we emphasize
that the finding stands, since
based on legal requirements
(Articles 68 and 69 of the LPP),
if a list of signed contracts is
requested, the amount of the
contracts executed must also
be specified.

In addition, according to
Article 24 of the Guideline No.
01/2023 on public
procurement, the requirements
regarding technical and
professional capacity should
require a minimum value in
relation to supplies in the past
three years which must be
proven by a list specifying the
main relevant supplies of the
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2-insurance policies from an insurance
company; or

3-certified copies of balance sheets; or
4-copies of financial reports and management
reports certified by a licensed firm; or
5-annual tax returns from TAK.

From the above it can be seen that the issue
of financial valuation is nowhere mentioned,
as stated in the draft, through “...such
circulation should not exceed one point

five (1.5).."! From this it follows that, the
application is not MANDATORY under the LPP
nor the Regulation.

Regarding the application requirement related
to “...1.5 times..." Guideline 002/2024, page
31, also provides another option called
“...twice....", but this is not the right way to
assess the financial capacities of an operator,
because the expressions “...1.5 times...” and/or
“...twice...” have been generated/interpreted
by the PPRC, to prevent abuse by some
Authorities when applying requirements as
there have been cases when a minimum
turnover of €1 million was set as a
requirements for a contract of €50,000), so all
of this is in the function of prevention. Here is
what Guideline 002/2024 says, on page 30:
"In determining the minimum turnover,
contracting authorities must not exceed twice
the estimated value of the contract. Turnover
requirement

must be expressed in figures and must refer
to a maximum of three

financial years. Such financial years must be
clearly specified in the contract notice or in
the invitation to bid or to participate. Where,
in addition to the minimum turnover, a certain
minimum turnover in the specific areas
covered by the contract is required, such
turnover must not be

"exceeds 1.5 times the value of the contract
money." So here we are talking about
minimum turnover and not about technical
and professional capacities! For more

refer to the financial reports section, point d.
Copies of reports

financial and management reports...)

We have only applied the requirements
related to the assessment of technical and
professional capacity but not those for the
financial capacity of the EO and for this,
Article 69 of the LPP lists the eligibility

EO specifying: the products
included, the contractual
amount, the date and the
recipient / acceptance
certificate.

Therefore, the criterion set by
the company, that at least one
contract regarding similar
services/supplies in the past
three years, is not a
measurable criterion.

In this regard, the RWCP also
provided an interpretation on
22/11/2022, clarifying that in
the event that the contracting
authority applies the above-
mentioned requirement, it is
important to meet the
minimum required value and
the number of contracts
concluded is not important.

Furthermore, the company's
comment that this
requirement is not comment
that this is not mandatory is
contrary to the situation
described in this case. So, in no
case has it been described that
this criterion has to be defined
necessarily. We have described
that, if the company applies
such criteria, then they should
be applied in accordance with
legal requirements.

It is worth noting that the
company, in several other
cases of procurement
procedures, had determined
the value of contracts
concluded within the
framework of this requirement.

Furthermore, the Regulation
and the Guide cited in the
company's comments were not
applicable during the period of
implementation of the
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requirements for the assessment of technical procurement procedures
and professional capacity (not those of an mentioned in the case.
economic and financial nature):

(1) The contracting authority may require
economic operators to provide evidence such
as:

- list specifying all supplies;

- description of technical equipment;

- note on the involvement of technicians and
technical bodies;

- product samples;

- certificates drawn up by institutes.

Even the above list in Article 69 proves that
the suggested requirement ("1.5 times") is not
mandatory.

Guideline 002/2024, page 31 (point iv),
regarding technical skills and/or

professional (Article 69 of the LPP) states: “iv.
Note on technical and/or professional
capacity requirements (Article 69 of the LPP):-
In accordance with the Law on Public
Procurement, the CA may request from the EO
a list of projects

implemented in the past 3 years. These lists
must be attached as evidence:

1. When the supply is made to a public
authority in Kosovo or in another country, a
copy of the certificate (reception report/
important references) issued or co-signed by
such authority

serves as evidence of this delivery.

All this evidence must have real value.

2. When the supply is made to a private buyer,
a copy of any document signed by the buyer
and the recording of such delivery shall serve
as evidence of this delivery;

- In all cases included in 2.1, 4.2 and 6.2 of
Article 69 of the LPP

The expression is mentioned as follows:
“implemented (finished) in the past three
years” or “in the past three-year period...").
The law defines “past years” as: “the period of
time specified in these articles which relates to
the period preceding the date of publication
of the contract notice or, in the case of
negotiated procedures without publication of
the contract notice, the sending of the
invitation to participate or bid.

* This Report is a translation from the original version in the Albanian language. In case of inconsistency, the
version in the Albanian language prevails.
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