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1  Audit Opinion

We have completed the audit of the financial statements of Kosovo Energy Corporation
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 (ISSAls). 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 Kosovo Energy Corporation J.S.C,
which comprise the statement of financial position for 2023, statement of comprehensive
income, statement of cash flow, statement of changes in equity, explanatory notes to
financial statements, including a summary of significant accounting policies and other
reports, for the year ended as of 31 December 2023.

In our opinion, except for the effects of matter/s described in the Basis for Qualified
Opinion paragraph, the enterprise’s financial statements give a true and fair view in all
material aspects of the financial position of the Kosovo Energy Corporation J.S.C. as of
December 31, 2023, and its financial performance and its cash flows for the year 2023, in
accordance with International Financial Reporting Standards (IFRSs) and International
Accounting Standards (IAS).

Basis for Qualified Opinion

C1 The Management for more than 20 years had not performed periodic revaluations
for all asset classes held on the books under the revaluation model. Their value at
the end of the reporting period was €9.8 million. In addition, 71.4% of registered
assets are assets in use but depreciated completely, i.e. zero book value.

C2 The Management has not yet managed to fully update the property register to
reflect the factual situation of immovable properties. The construction land with an
area of 1.72 hectares, including premises with an area of 140m?2 in the center of
Pristina, as well as agricultural and forest land with an area of 55.7 hectares in
Vasileva, Municipality of Gllogoc, are properties that appear in her name but are not
yet registered in the property register of the Enterprise while still keeping in the
register five (5) plots in the Municipality of Podujeva in the value of €7,867,541
which according to the decision of the Government of Kosovo had passed into the
ownership of Infrakos J.S.C., as well as 11 other plots in the value €866,223, which,

! Compliance with authorities - compliance with all the public sector laws, rules, regulations, and relevant
standards and good practices
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based on the title deeds, were recorded by the land revaluation commission as
private property.

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 (ISSAls). 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 Kosovo Energy Corporation J.S.C.
have been, in all material respects, in compliance with the established audit criteria arising
from the legislation applicable for the auditee as regards making use of financial resources.

Basis for the Conclusion

Al Through the negotiation procedure, the Management had signed a contract with the
economic operator without fulfilling all the requirements of the tender file. The value
of the signed contract was €56,522,000. Contracts were also signed in nine (9) other
cases through the negotiation procedure in the amount of €1,895,203 without
convincing reasons for using this procedure.

A2 The Enterprise had engaged a private auditor, despite the fact that the Enterprise
was subject to an audit by the National Audit Office (NAO). The value of the
contracts signed with the private auditor for two years was €45,700.

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 (ISSAls). 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
n0.06/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 Basis for
Qualified Opinion:

1. The management has not yet fully updated the asset register to reflect the actual
status of the real estate properties. A construction land plot of 1.72 hectares,
including a 140m?2 premises in the center of Pristina, as well as agricultural and
forest land covering 55.7 hectares in Vasilevé, Komuna e Gllogocit, are properties
listed under its name but have not yet been registered in the enterprise’'s asset
register. Meanwhile, the register still includes five (5) parcels in Komuna e Podujevé
valued at €7,867,541, which, according to the decision of the Government of Kosovo,
had been transferred to the ownership of Infrakos sh.a., as well as 11 other parcels
valued at €866,223, which, based on ownership records, were identified by the
commission for land reassessment as private properties.

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

The Management is responsible for the preparation and fair presentation of the financial
statements in accordance with International Financial Reporting Standards (IFRSs).
Management is also responsible for establishing internal controls that management
determines are necessary to enable the preparation of financial statements that are free
from material misstatements whether due to fraud or error. This includes also the application
of Law no. 03 / L-048 on Public Financial Management and Accountability (as amended),
Law no. 04 / L-087 on Publicly Owned Enterprises (as amended), and Law 06 / L-032 on
Accounting, Financial Reporting and Auditing.
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The Board of Directors is responsible to ensure the oversight of the Kosovo Energy
Corporation JS.Cs financial reporting process.

Management’s Responsibility for Compliance

The Kosovo Energy Corporation J.S.Cs Management is also responsible for the use of the
Kosovo Energy Corporation J.S.Cs financial resources in compliance with the Law on Public
Owned Enterprises and all other applicable laws, rules and regulations.?

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 ISSAls
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 Kosovo
Energy Corporation 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 ISSAls, we exercise professional
judgment and maintain professional scepticism throughout the audit. We also:

e |dentify 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 |dentify 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

2 Collectively referred to as compliance with authorities
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of expressing an opinion on the effectiveness of the Kosovo Energy Corporation
JS.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 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 noted areas for potential improvement, including internal control, which
are presented below for your consideration in the form of findings and recommendations.

The findings that have had an impact on the opinion of the financial statements are as
such: failure to periodically revalue long-term assets that are kept in books at fair value
and failure to update immovable properties with the changes that have occurred over the
years.

The conclusion of compliance was impacted by the use of the negotiated procedure without
publication of the contract notice and the remuneration of the economic operator with a
contract without fulfilling all the requirements of the tender file. While other findings which
have not impacted the opinion, but only financial management and compliance are within
the report. These findings and recommendations are intended to make the necessary
correction of the financial information presented in the financial statements, including the
disclosures in the form of explanatory notes and improve internal controls related to
financial reporting and compliance with authorities regarding the management of public
sector resources.

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

This report resulted in four (4) new recommendations, three (3) partially repeated
recommendations and one (1) repeated recommendation.

For the status of previous years recommendations and the extent of their implementation,
see Chapter 3.
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2.1 Issues with impact on the audit opinion

1 - Failure to periodically revaluate the long-term assets held in the register

according to the revaluation model

Finding

According to IAS 16, if the entity chooses the revaluation model, then
revaluations will be made regularly enough to ensure that the carrying
amount (net) of non-current assets (property, plant and equipment)
does not differ materially from what would be it was determined
whether to use the fair value at the end of the reporting period. The
frequency of revaluation depends on the changes in the fair value of
the items of long-term assets (property, plant and equipment) that are
revalued, if the assets do not undergo significant and frequent changes
in the fair value, the item is revalued only every three or five years.

The Enterprise had in its register assets that are kept according to the
revaluation model with net book value of €9.8 million, for which periodic
revaluations had not been carried out for more than 20 years. This
value could change materially if the fair value at the end of the
reporting period were used.

The issue of revaluation of assets was a recommendation from last
year and related to this issue, the Management had established a
commission for the revaluation of the class of land-yards, but not
other classes such as facilities, lands and forests for mining (coal
extraction), plants, machines and equipment, etc. The commission has
reassessed the lands based on the property tax invoice for the year
2023 for the lands located in the municipality of Obilig, while for the
lands in other municipalities based on the General Evaluation Report
of Commercial Properties, issued by the Ministry of Finance (October
2023). This revaluation has resulted in an increase in the value of the
lands for €53.6 million. So, the value of the land - yards class in 2022
was €11.4 million, while in 2023 the value of the lands was €65 million.

Moreover, 71.4% of the total asset register (14,076 of 19,887 items)
with an initial value of €263 million are assets in use but completely
depreciated, i.e. zero accounting value. Of these, 36% are related to
power generation equipment, coal, facilities, software, and coal mining
land, while 64% are related to office equipment and inventory. Also
5,663 items have an initial value, revalued value and net ending value
of zero.

This had happened because the Management had considered the
revaluation of all asset classes to be industry specific and difficult to
apply in practice.
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Impact

Not carrying out revaluation of long-term assets in regular frequencies
can have a material impact on the presented value of long-term assets
and consequently also on the recognition of depreciation expenses for
the year and the profit/loss of the year.

Recommendation C1The Board of Directors should ensure that revaluations of all classes

of assets held under the revaluation model will be performed at regular
frequencies sufficient to ensure that the presented value of the assets
in the financial statements does not differ materially from their fair
value at the end of the reporting period.

Entity’s management answer (Do not agree)

For more details, see Annex |

2 - Failure to properly update the asset register with the changes that have occurred

over the years for immovable properties

Finding

According to IAS 16, Land, buildings, machinery and equipment are
tangible items that are held for use in the production or supply of
goods or services, for lease to third parties or for administrative
purposes and are expected to be used over more than one period.

The management, despite some actions it had taken during 2023, had
not managed to fully update the property register to reflect the actual
situation for immovable properties, as follows:

e According to the ownership certificate, the Enterprise owns 1.72
hectares of construction land in the center of Pristina and
140m? premises. Regarding this matter, during the year 2023
the Enterprise managed to register 10.6 acres of land related
to the aforementioned parcel (15.9 acres were reported in the
property register at the end of 2023 while 5.33 acres were at
the end of 2022) while for the part other plot and premises,
the Enterprise is still in the process of dealing with this matter.

e The Enterprise still keeps in its register five (5) lands with a net
book value of €7,867,541, which were transferred to the public
Enterprise Infrakos JSC., according to the decision of the
Government of Kosovo in 2010, namely the Agreement for the
transfer of assets between the Ministry of Economic Development
and Infrakos J.S.C. of 2012.
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Impact

According to the expropriation decrees, the Enterprise is the
owner of 116.88 hectares in the cadastral zone Vasileve,
Municipality of Gllogoc. Of them, the Enterprise during 2023 had
registered the plots on the surface of 61.1 hectares, while for
the rest, it is in the judicial process.

The commission for the revaluation of lands has evidenced that
there are 11 lands in the property register, with an accounting
value in books of €866,223, which, based on the title deeds,
are private properties. In this regard, the management had asked
the relevant municipalities to analyse the history of these plots
and then concrete actions are expected to be taken.

Failure to present complete and accurate of immovable properties had
occurred due to the complexity of property issues related to third
parties as well as the lack of effective actions undertaken by the
Enterprise over the years.

Failure to update the property register with the current state of
immovable properties affects the underestimation or overestimation of
the value of long-term assets in the financial statements.

Recommendation C2The Board of Directors should ensure that the necessary actions are

taken to deal with all property issues of the Enterprise and update the
asset register with the current state by accurately and fairly presenting
the long-term assets of the Enterprise.

Entity’s management answer (Do not agree)

For more details, see Annex |
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2.2 Issues with impact on the compliance conclusion

Issue Al - Shortcomings in negotiated procedures without publication of contract notice

Finding

Article 35 of the Law on Public Procurement states that the contracting
authority may use negotiated procedures without prior publication of
the contract notice if for objective and mandatory technical or artistic
reasons, for reasons of protection of intellectual or industrial property
rights or exclusive rights and for reasons of extreme emergencies that
are caused by objectively verifiable events that could not reasonably
have been foreseen by the contracting authority.

According to the public procurement regulation No. 001/2022, article
17 point 7, determines that Part C, the Form for submission of the
offer, is the main part of the tender, because in this part the bidder
declares that he has checked and accepts all the conditions of the
tender and submits his financial offer. Part C consists of the Tender
Form and Price List.

Also in the tender file, under eligibility requirements, point h, states
that the economic operator should provide proof that he is not
currently in arrears in the payment of any social security or tax
contribution in Kosovo or in the country of establishment of the
economic operator, except cases when this debt is considered to be
insignificant in Kosovo. The time period in the case of a negotiated
procedure without publication of the contract notice is calculated from
the date when the invitation to participate was sent to the economic
operator.

The Management, during the year 2023, had signed a total of 40
contracts with a total value of €70,012,969 using the negotiation
procedure without publication of the contract notice. Of these, we
tested 12 procurement activities according to this procedure and
identified the following Shortcomings:
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In the tender file "Modernization of Turbines B1 and B2", in Part
C, the Management requested that the economic operator offer
the price per unit for each position in advance, while the offer
submitted by the economic operator was not completed in
advance according to the requirements of the tender file (price
list) but was filled in only in total for components. Likewise, the
tax certificate submitted by the economic operator was not valid.
The management sent the economic operator the invitation to
participate in the tender on December 09, 2022, the economic
operator submitted the tax certificate dated October 05, 2022,
while the contract was signed on February 24, 2023 in the
amount of €56,522,000. The management did not ask for the
certificate once again tax office to reconfirm the state of the
economic operator's tax obligations before signing the contract.

Nine (9) cases, in the amount of €1,895,203, contracts were
signed through the negotiation procedure due to the emergency
situations in which the Enterprise already found itself. These
contracts were related to various services and supplies such as:
Security and security of Enterprise facilities, health insurance for
Enterprise employees, transportation of Enterprise employees,
fuel oil supply, hydrochloric acid supply, legal consultancy,
physical relocation services and economic for a part of the
villages of the Municipality of Obiliq. The reasons provided by
the Enterprise were not convincing and no longer related to
extreme emergency situations that could not be foreseen.
Moreover, they are attributed to lack of proper planning and
negligence, as PPRC had given its opinion, in three of these
cases.

The evaluation committee during the negotiations with the economic
operator had requested that the prices be per unit for each position
in advance, but the economic operator had stated that it is not possible
to offer the prices in the format presented in the tender file form. As
for the invalid tax certificate, the evaluation commission still considered
valid the certificate older than 90 days due to the use of the negotiated
procedure.

The signing of the aforementioned contracts through the negotiated
procedure had occurred as a result of Shortcomings in the planning
process of procurement activities.
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Impact

Negotiated contracts without publication of the contract notice affect
the minimization of competition and prevent transparency and equal
treatment for all interested parties, while the failure to complete the
unit price form by the economic operator affects the lack of
transparency for the price offered and difficulties in acceptance of
works, goods and services during the implementation of the contract.
Also, an invalid tax certificate does not confirm the acceptability of
the economic operator regarding the state of tax obligations.

Recommendation A1The Board of Directors should strengthen the process of planning

procurement activities in order to maximally avoid the use of negotiated
procedures without publication of contract notices. Also, the Board of
Directors should ensure that the signing of contracts with economic
operators is done only after all the conditions of the tender file are
fulfilled, in this case the price description form and the certification
regarding the state of tax obligations should be in harmony with
procurement law requirements.

Entity’s management answer (Do not agree)

For more details, see Annex |

Issue A2 - Signing of the contract for the Audit of Financial Statements

Finding

According to article 137 of the Constitution of the Republic of Kosovo,
article 137 point 3, the Auditor General of the Republic of Kosovo
controls the economic activity of public Companies and other legal
entities, in which the State has a part of the shares, or when the
loans, credits and obligations of they are guaranteed by the State.

While according to Article 333 of Law no. 03/1-087 on Public
Companies (amended and supplemented), the Audit of the Financial
Statements will be done by the Office of the Auditor General, otherwise,
the Procurement Officer of the POE will procure the services of an
auditor for the performance of external audit in accordance with the
conditions defined in the Law on Public Procurement and Article 33 of
Law No. 03/L-087 on Public Companies. The relevant contract will have
a duration of three (3) years.
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Impact

Also according to Law No. 05/L-055 on the Auditor General and the
National Audit Office of the Republic of Kosovo, article 18, point 4,
cites: The National Audit Office can conduct mandatory regularity
audits in Public Companies. The Auditor General informs the
Shareholder no later than September 30 of the current year about
which of these audits will be performed.

The National Audit Office (NAO) had notified the Enterprise in time
that it will be subject to an audit by the NAO for the audit of the
financial statements according to the requirements of the IFRS for 2022
and 2023.

Despite this, the Enterprise on December 13, 2022 and 17 November
2023 had concluded contracts for auditing services of the Financial
Statements for the year 2022 in the amount of €21,800 and in the
year 2023 in the amount of €23,900, for the audit report for the
Annual Financial Statements according to the requirements of the IFRS
and audit reports according to the requirements of the regulatory
instructions of the accounting of the Energy Regulatory Office (ERO)
and the Independent Commission for Mining and Minerals (ICMM). The
last two reports are the Enterprise's obligation to ERO and ICMM.

This had happened because the Management had not handled the
legal requirements well.

The engagement of audit services by a private auditor, despite the fact
that it was subject to an audit by NAO, in addition to causing additional
expenses to the Enterprise, and may create uncertainty among the
readers of the financial statements and the Enterprise itself.

Recommendation A2The Board of Directors should ensure that in the case of engaging the

National Audit Office for AFS audit services, unnecessary audit
expenses are not incurred.

Entity’s management answer (Do not agree)

For more details, see Annex |
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2.3 Other financial and compliance management issues

2.3.1 Operating Expenses

Operating expenses amounted to €82,904,000. They relate to maintenance expenses, license
fees, training and travel expenses, office and administrative expenses, motor vehicle
expenses, consulting expenses, and others.

Issue A3 - Shortening the deadline for accepting tenders

Finding

Impact

The Law on Public Procurement, Article 44, among other things, states
that contracting authorities are not allowed to set time limits that are
shorter than those set by the Law (minimum time limits). For open
procedures with large values, the deadline for accepting tenders is 40
days.

The Enterprise, in the procurement activity "Shamotimi, Isolimi to
Recirculating Channels and Sliding Plates in PP Kosova B" with an
estimated contract value of €808,606, had shortened the deadline for
participating in the tender from the required 40 days to only 17 days.
The Enterprise had shortened the time frame under the rationale of
adapting the project's realism time during the period that this block
was expected to be out of operation due to a repair foreseen by
another project.

This had happened due to the lack of better planning of the schedule
of the projects that were expected to be undertaken in PP Kosova B.

Shortening deadlines without convincing and well-founded legal reasons
can limit competition and therefore not receive the most suitable offers
for the Enterprise.

Recommendation A3The Board of Directors should ensure that the investment project

planning is coordinated so that the deadlines set by the Law on Public
Procurement are fully respected.

Entity’s management answer (Do not agree)

For more details, see Annex |
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Issue A4 - Shortcomings in contract management plans

Finding

Impact

The rules and guidelines for public procurement, Article 70, among
other things, require that all contract managers, both from the
contracting authority and the economic operator, should administer
and manage the implementation of contracts in accordance with the
manuals for the use of the module for management of the contract.
Furthermore, it is required to evaluate the performance of contractors
during and after the implementation of public contracts and framework
contracts.

From the 20 procurement procedures audited, we observed that the
Enterprise:

e In 19 cases the contract management plan was not signed by
the contract manager of the Enterprise and the economic
operator. These plans were approved and developed only in
electronic e-procurement format.

e In another 10 cases the contract management plans were only
posted in the electronic e-procurement format but were not
further updated based on the work performed.

This had happened due to the non-effective functioning of the internal
control for the management of signed contracts.

Failure to sign contract management plans as well as failure to use
the contract management and performance evaluation module through
the e-procurement system results in contracts not being monitored in
real time and potentially increases the risk that services or supplies
are not provided on time as expected as per the contract signed.

Recommendation A4The Board of Directors should ensure that all the obstacles that have

had an impact the non-implementation of legal requirements have been
eliminated, as well as ensure the immediate start of the use of E-
procurement modules for managing contracts and evaluating the
performance of contractors.

Entity’s management answer (Agree)
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Issue B1 - Frequent use of the minimal value procedure

Finding

Impact

According to article 16, 17 and 18 of the Law on public procurement,
among other things, it states that the contracting authority will not
choose or use evaluation methods, which have the purpose of reducing
the value of the contract for supplies/services/work below the limit
defined in the article 19 of this law; and no contracting authority shall
divide the procurement request for a certain amount of products in
order to reduce the value of the contract for supply/services/work
below the limit defined in Article 19 of this law.

The Enterprise had developed a total of 163 procurement activities
with minimum value during the year 2023, this represents 33% of the
number of developed procurement activities.

These procurements concern:

e 12 contracts for drinking water and buffet drinks, worth €8,834.

e 10 contracts for the supply of toners, worth €6,681.

e 8 contracts for vehicle batteries, worth €5,702.

e 7 contracts for the supply of bearings, worth €4,717.

e 5 contracts for the supply of protective masks, worth €4,295.

e contracts for the supply of sanitary material, in the amount of
€2,805.

e contracts for Servicing, matching, calibration and certification of
scales, worth €2,854.

This had happened due to the lack of proper planning of the needs
by the requesting units, despite the commitment of the management
in the action plan that this recommendation has been implemented.

The division of tenders into small and minimal values affects the
efficiency of the procurement office, it is burdened with a greater
number of activities. Also, the division may affect the economy of the
procurement activity, the prices of the offers for smaller quantities may
be higher than the prices of the offers for the larger quantity.

Recommendation B1The Board of Directors should ensure that the requests from the

requesting units are grouped in order to develop with few procurement
activities that ensure higher competition and more economical prices.
To avoid duplication of procurement activities, the Enterprise should
aggregate needs in order to be more efficient and economical.

Entity’s management answer (Agree)
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2.3.2 Information Systems

In this area is included only the monitoring of the implementation of the recommendations
for the IT part in KEK J.S.C.

3 - Laptop encryption and user access via virtual private network

Finding According to the Information Security Policy, the Laptop should contain
an encrypted file or disk container (folder) and all work-related
information will be stored in those encrypted file containers. Also,
before employees are allowed VPN access to the Enterprise's network,
they are required to fill out a separate VPN application form.

In 21 tested cases we identified that the special encrypted files were
created as instructed by the information security policy, but these files
were not fully used by the users.

Also, users have not completed the special form for access through
the virtual private network (VPN) as required by the VPN access
information security policy. The users had made the requests via e-
mail, explaining the reason for accessing the VPN.

This had happened, because the Information Security Policy had been
approved in the second half of the year and there had not yet been
strict supervision of its implementation.

Impact Failure to fully implement this recommendation for mobile devices -
laptops, risks the loss and distribution of sensitive, confidential
Enterprise data, which may damage the image and cause financial
losses in the Enterprise. The lack of security policy enforcement for
filling out a form for remote access via VPN makes security monitoring
more vulnerable to the risk of unauthorized access.

Recommendation C3The Board of Directors should ensure that all employees of the
Enterprise implement the information security policy in the Enterprise
and place all their sensitive data in the encrypted file. Also, the
information security policy for access through the VPN should be
applied. Review old accesses and for new approvals fill in the VPN
access authorization forms.

Entity’s management answer (Agree)
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4 Progress in implementing recommendations

The Audit Report for 2022 resulted in 15 recommendations. The Enterprise had prepared
an Action Plan where it is presented how it will implement the given recommendations. By
the end of our 2023 audit, 12 recommendations had been implemented, two (2)
recommendations were partially implemented and one (1) was not yet implemented. In
addition, in the recommendations table there are 17 recommendations given in the
Management Letter by the private auditor for the 2021 AFS, of which, four (4)
recommendations were implemented, one (1) was partially implemented and 12 are no
longer applicable.

For a more thorough description of the recommendations and how they are addressed,
see Table 1 of the previous year's recommendations.

Chart 1. Progress in implementing previous year’s recommendations
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Table 1. Summary of prior year's recommendations

1. Basis for The Board of Directors to ensure During the year |Partially
opinion that asset revaluations will be 2023, the implemented
carried out with sufficient regular management has
frequency to ensure that the revalued the
presented value of assets in the asset class - yard
financial statements does not lands, but not the

materially differ from their fair value |other asset
at the end of the reporting period. |classes that are
held according to
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the revaluation
model, such as:
lands and forests
for coal
extraction,
facilities, plants,
machinery and
production
equipment, etc.

Basis for The Board of Directors to ensure Management had |Partially
opinion that the necessary actions are taken |not fully updated |implemented
to deal with the Company's property |the property
issues and to update the property |[register to reflect
register with the current state by the current state
accurately and fairly presenting the [of immovable
Company's long-term assets. properties.
Basis for The Board of Directors to ensure We have not Implemented
opinion that the necessary assessments for [identified cases
contingencies are made and full necessary for
explanatory information is provided |disclosure as
in the financial statements. contingencies
during 2023.
Basis for The Board of Directors should Management has |Implemented
opinion ensure the recognition of accounts |undertaken the
receivable and interest income in necessary
the appropriate accounting period so|corrective actions
that the financial statements contain |regarding the
only the transactions and events recognition of
that pertain to the year. interest income in
the appropriate
accounting
periods.
Basis for The Board of Directors should From the tested |Implemented
opinion ensure that the necessary actions samples, we have

are taken for the periodic

harmonization of the situation
between the Company and the
suppliers in order to have the

not identified any
inconsistencies in
the state of
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clearest overview of its obligations
to the suppliers.

obligations to
suppliers.

Basis for The Board of Directors ensure that [The management |Implemented
conclusion the stock provisioning policy is has reviewed the

reviewed so that provisioning is stock provisioning

done according to groups of related |procedure during

items or with similar characteristics [2023.

as required by IAS 2.
Basis for The Board of Directors should From the samples |Implemented
conclusion ensure that the Company in the tested, we have

case of supplies uses open not identified

procurement procedures as well as [cases of avoiding

price indexation according to the the prices of the

stock market when this is possible. [steak when this is

possible.

Basis for The Board of Directors should From the samples [Implemented
conclusion ensure that the estimated value, the [tested, we have

proposed type and the content not identified any

conditions of the public contract are |cases of work

done in time, and the signing of the |being performed

contracts is done before the start of [without a valid

the execution of the works, contract.

respectively the receipt of services.
Internal We recommend that the Company: [Recommendation [lt is no longer
controls in determine and define the rights and |from the 2021 applicable
financial responsibilities of staff in the new Management
reporting software; proceed with increased Letter.

care during the commissioning
phase and use all its functions;
provide appropriate training to staff
in the use and exploitation of the
software; to find the best way of
maintenance and further
development.
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10. [|Internal We recommend the Company to add[Recommendation |Ilt is no longer
controls in monitoring controls where the from Management |applicable
financial possibility of error is greater. Letter 2021.
reporting
11. |Internal We recommend the Company to Recommendation (It is no longer
controls in look at the possibilities of advancing |from Management |applicable
financial the software that is currently used, [Letter 2021.
reporting or to be equipped with a new
software that will meet all the
requirements, both financial and
managerial.
12. [Internal We recommend to the Company Recommendation |lt is no longer
controls in that such reports are finalized at from Management |applicable
financial the time they are sent to the Board |Letter 2021.
reporting of Directors for approval.
13. |Internal The Board of Directors should The management |Implemented
controls in ensure that the financial statements |has prepared the
financial are prepared, approved and financial
reporting published within the legal deadlines. [statements and
the annual report
within the
deadline required
by the Law on
Public Companies
14. |Accounts We recommend that the Company [Recommendation [lt is no longer
receivable avoid as much as possible delays in [from the 2021 applicable
making capital investments according|Management
to the contracted deadlines. Letter.
15. |Accounts The Board of Directors should The management (Implemented
receivable provide procedures for periodic has undertaken

reconciliation of accounts with
debtors and also review the
accounts receivable register so that
the financial statements present as

the necessary
actions related to
old debts and
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accurately and accurately as
possible the state of the Company.

reconciliations
with customers.

16.

Inventory

We recommend that the Company
revise the stock provisioning
procedure so that provisioning is
determined based on some specific
stock parameters, such as mobility,
shelf life, physical condition, etc. We
recommend that old and damaged
stocks that are not expected to be
used in future periods determine
their further treatment.

Recommendation
from the 2021
Management
Letter.

It is no
applicable

longer

17.

Inventory

We recommend the Company to
review the way of inventory
management, starting from the
review of internal procedures and
processes and to advance the
inventory module. Articles identified
as outdated or slow should be
shared. This will help reduce
inventory levels and improve
warehouse condition. It can also
increase warehouse staff productivity
and eliminate expired merchandise.
Therefore, inventory should be
thoroughly analysed, evaluating each
item against expected future use.

Recommendation
from the 2021
Management
Letter.

It is no
applicable

longer

18.

Inventory

We recommend that the Company
start a process of unifying the
nomenclature for all its units in the
stock lists so that it is a unique
system and enables easy
identification of the bears when
using or counting them. We also
recommend that warehouses and
premises are arranged to protect
stock items from various
atmospheric damages, and that
items are arranged in neat rows and
shelves so that they can be easily

Recommendation
from the 2021
Management
Letter.

It is no
applicable

longer
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identified and counted more
accurately.

19.

Long-term We recommend the Company, in The Company had|lt is no longer
assets addition to updating its asset established a applicable
register, initiate and resolve this working group for
matter with the relevant authorities |[the identification
as soon as possible. and clarification
of ownership of
immovable
properties.
However, the
updates with the
findings of the
working group
were not yet
reflected in the
property register.
20. [Revenues We recommend that the procedures [Recommendation |lt is no longer
be documented and defined in a from Management (applicable
manual that should also indicate the |Letter 2021.
assignment of tasks to departments
or individual employees who deal
with energy export. Also, we
recommend the Company that all
departments and functions of the
Company have work procedures and
manuals and update them on a
regular basis at least once a year.
21. |Revenues The Board of Directors should On 27.06.2023, |Implemented

ensure that all regulations and
procedures necessary for the
operation of the Company are drawn
up and approved, and that they are
updated based on the needs of the
Company.

the Company had
approved the
regulation for
approving the
procedure for
electricity trading
and exchange,
and this
regulation was
being applied.
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22. |[Revenues The Board of Directors should From the samples [Implemented
ensure effective internal procedures [tested, we have
to achieve the maximum result of not observed any
the Company and the elimination of |cases of repeat
higher costs in the future. auctions.
23. |Operating The Board of Directors to ensure Even this year, Implementation
expenses that requests from requesting units [the Company has |has not started
are grouped in order to develop had a large
fewer procurement activities that number of
ensure higher competition and more |contracts with
economical prices. minimal value.
24. |Operating The Board of Directors should From the tested |Implemented
expenses ensure that unnecessary requests samples, we have
are not placed in the tender file in [not identified any
order to give all economic operators [unnecessary
the opportunity to participate in the |requirements in
tender and achieve economic prices. [the tender file
which limit the
competition.

25. |[Salary The Company should fully respect Recommendation (It is no longer
expenses the laws, policies, internal from the 2021 applicable
procedures and other personnel Management
decisions approved by the Letter.

Company's Board of Directors. We
recommend reviewing the employee
files and completing them.

26. |[Salary We recommend the Company that [Recommendation |lt is no longer
expenses all departments and business from the 2021 applicable
functions have work procedures and [Management

manuals and update them on a Letter.
regular basis at least once a year.
27. |Salary The Board of Directors ensure that [Management has |Implemented
expenses the decisions related to workers' undertaken the

compensation are updated in a
timely manner as well as ensure

necessary actions
by updating and
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that the necessary actions will be
taken to update the employment
contracts so that the provisions of
the contracts are not in conflict with
the law.

completing
employee
contracts and
decisions on
employee benefits.

28.

Information
Systems

We recommend to encrypt all drives
of corporate-owned devices,
especially those used outside the
KEK network.

The IT
department had
created the
encrypted files,
but these files
were not used by
users during
2023. Further
requests for VPN
access were
made via email
rather than the
standard form as
required by policy.

Partially
implemented

29.

Information
Systems

We recommend that you request
regular written reports from your IT
staff regarding data recovery tests
and critical corporate systems.

The management
has undertaken
the necessary
actions related to
the data recovery
tests and critical
corporate
systems. During
the audit, we
received the last
3 written reports
from the ICT staff
on the performed
tests of the data
recovery and
critical corporate
systems.

Implemented

30.

Information
Systems

We recommend that you clearly
specify the time periods for each
procedure and review whether there
is a need to prepare other

The Information
Technology Policy
was approved in
June 2023. In the

Implemented
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supporting documents such as:
Emergency Response Guidelines,
Business Continuity Plan, Disaster
Recovery Plan, additional procedures
for return tests etc.

approved policy
and in other
appendices
drafted by the IT
Division of KEK
S.A, the time
periods for data
storage for each
procedure are
clearly specified,
including archiving
and testing. They
have also drafted
other supporting
documents such
as guidelines for
emergency
response,
business
continuity and
recovery in the
event of a natural
disaster.

31. |Information We recommend ICT management to [During the audit, |Implemented
Systems review whether this practice should [we have identified
be allowed. Access restriction. that in the
Internal proxy and content filtering [configuration of
are important security measures to |the Company's
minimize exposure to attacks coming [network, the rules
from the corporate internal network. |of access control
lists (Access List
Policy Rules) and
restriction through
the Proxy firewall
are implemented.
32. |Information We recommend contracting a The IT Division as [Implemented
Systems Company specialized in ICT security |a requesting unit

to test KEK's ICT networks and
systems for any vulnerabilities. If
there are any, seek professional

in 2022 has
initiated the
request for the
development of
the tendering
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advice on how to improve or fix procedure for the
them. provision of
services -
"Penetration
Testing”
infrastructure
testing, but the
development of
the procedure has
not been
successful. Also,
this division has
applied the
necessary
configurations to
raise the level of
information
security in the
Company and has
continuously
monitored threats
for possible
attacks which
have been
managed and
without any
security incidents.
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Annex |:

regarding the audit report (if any)

Letter of confirmation/ Comments of BO

of tenders according to the Law
on  Procurement and the
regulation and public
procurement guidelines. In this
particular case, the procurement
office has used the accelerated
deadline for a large value (over
€500,000), which according to
the regulations, the minimum
deadline is 15 days, so the
deadline of 17 days is in
accordance with the public
procurement regulations, and
this is done to respect all the
legal deadlines that are included
after the opening of the tender.
Evaluation deadlines, requests
for clarifications during the
evaluation, eventual requests for
reconsideration, as well as
deadlines in case of any
complaint to the PRB from the
EO. Thusly, in this case, it is
calculated that we  have
contracts according to the
repair plans.

Issue Comments from the BO KNAO view
Shortening the deadline to | The Procurement Office makes .
receiving tenders continuous efforts to respect the The  comment s r.10t
deadlines for the announcement relevant, and the finding
remains.

The public procurement law
does not allow the
shortening of the minimum
deadlines established by law
and this situation was not
related to extreme
emergency situations that
cannot be foreseen by the
entity, but to a lack of
proper planning of the time
of carrying out capital
projects.
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Failure to periodically
revaluate long term assets
that are kept in the register
according to the revaluation

model

Management, based on the
NAO's recommendation, has
revaluated the Land category as
per the requirements of the
International Financial Reporting
Standards and by using internal
resources  without incurring
additional financial costs to the
Company. From this revaluation,
the value of the Company's
Lands has increased by 50
million.

For other categories of assets,
the Management considers that
the Cost model is much more
appropriate and presents the
state of the Corporation’s assets

correctly for the following
reasons:

Cost-based approach: The
revaluation method involves

valuing assets at their fair value,
which may not be practical or
meaningful for certain types of
assets, such as power plants

and equipment used in
electricity  generation. These
assets are specialized and

unique to the industry, making it
difficult, if not impossible, to
accurately determine their fair

value. In such cases, a cost-
based approach, such as
historical cost or amortized

cost, provides more reliable and
appropriate  information  for
financial reporting.

The comment is not relevant
and the finding remains.

The
given for the assets kept in
the books according to the
fair  value (Revaluation
method).

recommendation is

The company had
revaluated assets in 2004
and the value of assets €9.8
million is kept in the books
based on the report of the

independent evaluator, i.e.,
according to IAS 16,
revaluations should be

carried out with sufficient
regular frequency in order
for the fair value to be close
to market value.

Regarding assets in use with
a net book value of zero
(0.00), IAS 16, in the section
depreciable
depreciable period states,
among other things, that the
depreciable amount of an
asset shall be distributed on

amount and

a systematic basis over its
useful life. The useful life of
an asset is defined in terms
of the expected usefulness
of the asset to the entity.

The residual value and
useful life of an asset is
required to be revaluated at
least at each financial year-
end and if the expectation
changes  from  previous
predictions, the differences
will be
differences in

handled as
accounting

estimates in accordance
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Volatility: The revaluation
method can introduce significant
volatility into the financial

statements. Fair value changes,
particularly for long-life assets
such as power plants, may
fluctuate due to changes in
market conditions, technological
advances or regulatory factors.
These fluctuations can distort

the company's financial
performance and make it
difficult  for  investors and
stakeholders to assess the
company's true underlying
profitability.

Regulatory Environment:
Electricity generation companies
operate in a regulated
environment, where fees and

revenues are determined by
regulatory bodies based on
default formulas or  cost
recovery mechanisms. In such
cases, although indirectly to
KEK, the revaluation method
may not comply with the
regulatory framework and the
application  of  fair  value
measurements may result in a
discrepancy between the
reported values and regulatory
requirements. This discrepancy
can create confusion and hinder
comparability with other
companies in the industry.

with  IAS 8 Accounting
Policies, Changes in
Accounting Estimates and
Errors.

Therefore, the enterprise
generates  income  from

assets with zero book value
and the management is
aware that their market
value is higher than zero, an
evaluation should be carried
out to determine their fair
value in order to enable the

accurate and right
presentation of the state of
long-term assets of the
enterprise.
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Practical challenges:
Implementing the revaluation
method  requires  significant
expertise, resources and
ongoing valuation assessments.
It requires engaging external
experts, conducting  regular
assessments and maintaining
complex assessment models. It
is operationally challenging and
costly for electricity generation
companies to consistently apply
the asset revaluation method,
especially given the specialized
nature of their infrastructure
and the dynamic nature of the
industry.

The management, in accordance
with the requirements of the
IFRS, on regular basis, has
performed the testing of assets
for impairment, thus comparing
the net value of the assets with
the discounted net profit that
these assets will generate in the
following years. Based on these
tests carried out, the net value
of the assets does not
materially differ from the net
profit that is expected to be
generated over the years, which
means that the assets present
their real value and that there
is no need to carry out
corrections in their carrying
value.
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Furthermore, KEK has existing
contracts for the execution of
the main investments, including
the modernization of blocks Bl
and B2, which represents the
main asset that generates
income for the Corporation, and
the rehabilitation of the units of
the Kosova A thermal power
plant, investments in mines, etc.,
are also in the process of
tendering, and at this stage of
investments, any new evaluation
carried out represents
unreasonable additional costs,
taking into account the fact that
we already have a cost of the
date of the investment.

Mining lands are held according
to historical cost and the
management has not seen fit to
reevaluate the category of
mining lands, as their
depreciation is also based on
the company's operational plan
for the exploitation of coal
reserves (extraction of economic
benefits) and the residual value
- zero for 296 assets of this
category, reflects the fair value
until their revitalization by KEK
for any other purpose of use.

KEK considers that the
recommendation for revaluation
of assets has been implemented
with the revaluation carried out
for the land category.
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Regarding the finding that KEK
has 71% of the number of
assets with zero book value,
IFRS does not require that the
book value of an asset be
maintained at a positive amount
as long as it is presented and
disclosed appropriately in the
financial  statements. It s
essential to  disclose the
existence and nature of such
assets, including their carrying
amount and any related
impairment  or  accumulated
amortization, in the notes to the
financial statements.

It is important to note that while
the assets with zero book value
may still be in use, KEK has
maintenance costs for these
assets, and this cost coincides
with the revenues generated
from the use of assets with zero
book value, moreover 70% of
the value of these assets are
assets that should have zero net
value. Moreover, their value is
not material for the purposes of
the financial statements.

Therefore, taking into account
the requirements of international
accounting standards and the
specifics of KEK, the
management considers that this
finding is not valid and at the
same time it is a
recommendation not practical to
implement in the part of the
main assets that are the
production equipment.
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Failure to update the asset

register with the changes
occurred  throughout  the
years for immovable
properties

According to the Conceptual
Framework for financial
reporting - IFRS, the economic
entity recognizes an asset as an
economic resource, if the 3
basic aspects of the definition
are met: a) The right, b) the
opportunity to receive economic
benefits and c) control over that
asset.

KEK JSC has updated the asset
register in accordance with the
requirements for financial
reporting, as defined in the
aforementioned Framework and
International Financial Reporting
Standards.

a) Construction land 1.72 ha -
the company has updated the
register; it has control over only
1591 acres land it uses;

b)116.88 hectares of land in the
Vasileva cadastral area - KEK
has included in the asset
register only the part of the
parcel of 61.18 ha, over which
it has legal right and control,
while for the area of 55.70 ha,
the company has initiated legal
proceedings, since, according to
the certificate of ownership, is in
the name of the Forestry Agency
of Kosovo. On 18.01.2024, KEK
JSC filed a claim against KK-
Gllogoc, with the object of the
dispute being the transfer of
ownership, because in a regular
administrative  procedure, KK-
Gllogoc did not transfer the
ownership of these properties to
KEK  JSC as per  the
expropriation decisions.

The comment is not
relevant, and the finding
remains.

Furthermore, this finding is
repeated from last year for
which, the management
agreed in 2022 report.

The management, in spite of
some actions it has taken
regarding this matter, should
increase its efforts to ensure
the completeness and
accuracy of the register for
immovable properties.

We believe  that the
management should perform
a general review of the real

estate and update the
property register with the
actual situation. We
consider that updating the
real estate register may
have a material impact on
the accurate and fair
presentation of the

company's long-term assets.
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c) Business premises 140
m?2 - based on the definition of
an asset, the company does not
have the possibility of use
(economic benefits) and control
over this asset, therefore, it is
not included in the property
register. We are in the process
of enforcing the court case, i.e,
we are waiting for the decision
of the Court before which, the
enforcement procedure is taking
place.

Finally, we have received the
Judgment from the Supreme
Court Rev. E. no. 16/2024 of
24.04.2024 on the legal issue of
the conscientious party "Epoka
e Re", where based on this
Judgment the Revision of the
respondent “Epoka e Re" is
rejected.

Upon receiving this Judgment of
the Supreme Court, we have
sent an emergency to the Court
where the enforcement
procedure is taking place,
attaching the Supreme Court's
Judgment Rev. E. no. 16/2024,
because one of the reasons that
the respondent - debtor "Epoka
e Re" has made an irregularity
is the submission of this case
to the Supreme Court.
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d)Lands in Podujeve-Infrakos (5)
- On 10.05.2024, we filed claim
no. KP.no.23/24 to the
Commercial Court of Kosovo
against the company Infrakos
JSC, with the object of the
dispute being the proof of
ownership and ensuring the
preliminary evidence for the
parcels claimed to have been
transferred from KEK JSC to
Infrakos JSC, according to the
Decision of 2010 of the
Government and the Agreement
of 2012 between Infrakos JSC
and the Ministry of Economic
Development. On 04.06.2024,
the Commercial Court has
approved our proposal to assign
a geodesy  expertise  with
preliminary evidence and we are
waiting for this judicial expertise.
e)Properties (11) which are
private - These properties have
been proposed for settlement by
the management to the Board.
Based on the Decision no. 1612
of 14.03.2024, the Board has
requested that the history of
these properties be provided by
30.06.2024 and then decide
whether or not to settle. We
have sent the requests to the
Municipality of Podujeve and
Obilig. We have received
confirmation from the
Municipality of Podujeve that the
said land has never been owned
by KEK, whereas, we have
received confirmation from the
Municipality of Obilig that the
said lands are not under the
ownership of KEK. This
documentation will be sent to
the Board for review and
approval of the settlement from
the Company's records.
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The management of KEK, based
on the facts presented above,
and the requirements of IFRS,
none of the issues raised in the
opinion have an effect on the
financial statements of the
Corporation, therefore, as such,
they cannot form a basis for the
opinion in the financial
statements.
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Shortcomings in negotiated
procedures without
publication of the contract
notice

a)  Regarding  the  Price
Description in the Procurement
activity "Modernization of
turbines in TCB", the tender
dossier required a more detailed
description of the prices per
unit, yet the bidder submitted
the summary price description
and during the negotiations it
was once again requested to
submit a  more  detailed
description of the price. The
bidder has declared that it is
not possible to offer the prices
according to the format given in
the tender dossier. Taking into
account that the procurement
procedure has been negotiated
and this procedure allows to
negotiate all the conditions of
the tender dossier and based on
the fact that the proposal of the
description of the price has
been eligible to the Contracting
Authority and has assessed that
it does not present a problem
in the implementation of the
contract, in accordance with the
provisions of the legislation on
public procurement, the bid was
accepted as responsible and
continued with the signing of the
contract. As for the tax
verification, the Procurement
Office once again notes that the
certification was submitted in
accordance with the
requirements of the Law on
Public Procurement. The bidder
has submitted the Tax
Administration  verification  of
05.10.2022, which covers the
quarter  June-September/2022.
Since the invitation for
negotiation was submitted on
09.12.202, the preliminary
quarter for this procurement
activity for the issue of taxes is

The comment is not relevant
and the finding remains.

a) The entity has provided
the reasons related to the
development of the
procurement process, while
the issue has been
addressed in terms of
adhering to the conditions
set in the tender dossier.
Hence, the financial offer -
price description was
submitted by the economic
operator in total prices for
components and, as
requested in the tender
dossier, prices per unit for
each position foreseen in
the preliminary measure.
Regarding the tax
verification, upon signing the
contract, the verification was
not valid (the verification
was submitted on
05.10.2022 with a validity of
90 days, while the contract
was signed on 24.02.2023).

b) The entity has explained
the circumstances that led
to the use of this
negotiation procedure,
however, we consider that
this situation was a result of
the lack of proper planning
by the requesting units and
the  procurement  office
regarding the development
of the planned procurement
activities. Likewise, the PPRC
in three of these cases had
given the opinion that such
circumstances are more
attributable to the lack of
proper planning and
negligence by the
Contracting Authority.
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lird quarter (June-July) and in
this case the tax verification was
submitted in accordance with
Article 65, paragraph 5 of the
LPP: "the historical time periods
specified in this Article shall
relate to the period immediately
preceding the date of
publication of the contract
notice or, in the case of
negotiated procedures without a
contract notice, the
communication of the invitation
to participate or tender”.

b) The Procurement Office
makes continuous efforts to
avoid the use of negotiated
procedures for  emergency
situations as well as in some
cases due to technical
obligations.

The negotiated procedure for
the services "Preservation and
security of the company's
facilities” has been used due to
the fact that the open
procedures for one-year
framework contracts due to
complaints in the PRB and when
we have the same activity, we
cannot use the open procedure,
then we are obliged to use a
negotiated procedure in order
to not be left without a contract.

Moreover, for the "Health
insurance for KEK employees”
services, as long as we do not
have one or  three-year
framework contracts, we have
proceeded with a negotiated
procedure in order not to leave
employees without health
insurance.
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The service "Transportation of
KEK employees”, due to
complaints in  the  Public
Procurement Office, we were
forced to use a negotiated
procedure in order not to be left
without this service for the
employees.

The wuse of the negotiated
procedure for the supply of fuel
oil, the supply of hydrochloric
acid, etc. are the result of
complaints to PRB and knowing
that these are supplies without
which the thermal power plants
cannot function, we are obliged
to use a negotiated procedure
in the absence of framework
contracts for these supplies.

The use of the procedure for
"Physical and economic
relocation services for a part of
the villages of the Municipality
of Obilig” came from the failure
of the limited open procedure
which cannot continue if in the
first phase we do not have three
responsible bidders to continue
with the second phase and to
come to the signing and
execution of the contract.

The signing of contract for
the audit of Financial
Statements

Auditing of Financial Statements
of business organisations is
regulated by Law NO. 06/L-032
ON ACCOUNTING, FINANCIAL
REPORTING AND AUDITING; The
legal requirements derived from
this law are also mandatory to
Public Enterprises, which
moreover have additional
requirements regarding financial
reporting and auditing.

The comment is not relevant
and the finding remains.
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For this issue, KEK has also
addressed the concern to KCRF
and NAO and from the answers
received from both parties, KCRF
states that KEK is obliged to
perform the audit according to
IASs from an independent
licensed audit firm and submit
the report no later than 30 April
(legal requirement), and NAO
states that NAO could not fulfil

these legal requirements, KEK
has continued with the
contracting of the  audit

according to legal requirements.
In addition, NAO has stated that
besides the non-fulfilment of the
legal requirements derived from
LAW NO. 06/L-032 ON
ACCOUNTING, FINANCIAL
REPORTING AND AUDITING, also
cannot fulfil the legal
requirements derived from
Article 4 of the License for the
production of electricity and in
line with the Law No. 05/L-084
on the Energy Regulator, no
later than 31 March of the
following year for the previous
year and;

Requirements according to Law
No. 03/L-163 on mining and
minerals, Article 34 Rights and
obligations of the license for
exploitation, paragraph 4.2.2, no
later than 28 February of the
following year for the previous
year.

According to the established
legal procedures, NAO has
notified the entity in time
and through the 2022 and
2023 engagement letters
has determined that it will
perform the audit of the

financial statements
prepared for general
purposes based on

IAS/IFRS, giving an opinion
on the financial statements
and a conclusion on
compliance. Even though we
have performed the audit
based on the constitutional
mandate, the Law on Public
Enterprises and the Law on
the Auditor General, yet the
entity has engaged a private
auditor  for the same
objective - auditing of the
financial statements
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Moreover, in the letters received
by the NAO, it acknowledges the
fact that legal changes are
necessary in order for us to be
released from these obligations,
however, these legal changes
have not occurred and KEK
remains legally obliged to
implement  the  requirements
deriving from these laws (see
attached documents).

Therefore, taking into
consideration the
communications that are

undeniable facts in this case,
KEK considers that this finding
cannot be part of the report and
the presentation of this finding
is in contradiction with the legal
requirements that KEK is obliged
to fulfil.

Moreover, this, as a conclusion,
was not introduced last year
(2022) and it was completely the
same situation.

















































































































































