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1 Audit Opinion

This report summarizes the main issues arising from the audit of the Special-Purpose
Framework Annual Financial Statements for the project 'Early Childhood Education and
Care for Kosvo’s Human Capital Project’ for the period 18 September 2024 to 31 December
2025, which sets out the Opinion rendered by the Auditor General. The examination of
the Special-Purpose Framework Financial Statements for the audit period was conducted
in accordance with International Standards of Supreme Audit Institutions (ISSAls). Our
approach included the tests and procedures that were necessary to reach an opinion on
the financial report.

We have no issues to raise regarding the management reporting, controls, and
implementation of recommendations.

1.1 Audit opinion on the Annual Financial Statements of the
Early Childhood Education and Care for Kosovo’'s Human
Capital Project

Our audit of the Special-Purpose Framework of Annual Financial Statements considers the
compliance with the reporting requirements of the agreement as well as the quality and
accuracy of the information presented in the financial statements.

Unmodified opinion

We have audited the Special-Purpose Framework Financial Statements of the World Bank-
funded project for the period 18September 2024 to 31 December 2025, which include a
summary of the source of funds and expenditures incurred, a statement of applications
for withdrawal of funds, and disclosures.

In our opinion, the Special-Purpose Framework Financial Statements regarding the to the
Early Childhood Education and Care for Kosov's Human Capital Project for the period 18
September 2024 to 31 December 2025, present gives a true and fair view, in all material
respects, complying with the reporting requirements in the agreement between the parties,
and in accordance with cash-based accounting principles.

Basis for opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). According to those standards, our responsibilities are described below
in the section 'Auditor's Responsibilities for the Audit of the Financial Statements’. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.
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Emphasis of Matter - Basis for Accounting

1 We draw your attention to the fact that the financial statements were prepared in
accordance with the special purpose frameworks and therefore the financial
statements may not be suitable for other purposes.

Our opinion has not been modified on this matter.

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

Management is responsible for the preparation of true and fair view of the special
purpose frameworks financial statements, in accordance with the agreement signed
between the Republic of Kosovo represented by the Minister of Finance and the
International Development Association. This information consists of the Statement of
Funds and Their Use and the Statement of Funds Withdrawal.

The Acting Minister is responsible for ensuring oversight of the financial reporting
process of the Ministry of Education, Science, Technology and Innovation.

Auditor General's Responsibility for the Audit

We conducted our audit in accordance with the Law on the National Audit Office and the
INTOSAI Framework of Professional Pronouncements (IFPP). This law and these standards
require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance whether the financial statements are free from material misstatement.

The audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. The audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluate the overall presentation of the
financial statements.

In performing the risk assessment procedure, we consider internal control relevant to the
entity's preparation of the financial statements, but not for the purpose of expressing an
opinion on their effectiveness. However, we will communicate to management and those

charged with governance in writing any significant deficiencies in internal control relevant
to the audit of the financial statements that we identify during the audit.
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2 Audit scope and methodology

The National Audit Office (NAO), under the agreement/contract with the World Bank, is
responsible for conducting the financial audit. This audit includes the examination and
evaluation of the financial statements and other financial data, as follows:

- Whether the Special-Purpose Framework Financial Statements give a true and fair view
of the accounts and financial position for the audit period;

- Whether all external funds have been used in accordance with the terms of the
relevant financing agreements;

- Whether the financial data, systems and transactions comply with the laws and
regulations applicable to the funds allocated by the World Bank;

- Whether the financial statements comply with the requirements of the special
agreement with the World Bank; and

- The adequacy of internal control functions.

The audit is based on a risk assessment. We have analysed the activity of the Project
“Early Childhood Education and Care for Kosovo’s Human Capital” which currently operates
within the Ministry of Education, Science and Technology and Innovation (MESTI), the extent
of reliance on management controls to determine the extent of detailed tests, which are
necessary to provide evidence and support the opinion of the AG. The procedures have
included evaluating of internal controls, assessing accounting systems, performing related
substantive tests, and reviewing related governance arrangements to the extent considered
necessary for the effective performance of the audit.
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Annex | Explanation regarding different types of
opinions applied by the NAO

(extracted from ISSAI 200)
Form of Opinion

147. The auditor should express an unmodified opinion if he or she concludes that the
financial statements are prepared, in all material respects, in accordance with the applicable
financial framework.

If the auditor, based on the audit evidence obtained, concludes that the financial
statements as a whole contain material misstatements or fails to obtain sufficient audit
evidence to conclude that the financial statements as a whole do not contain material
misstatements, then he must modify the opinion in the auditor's report in accordance with
the section on 'Determining the Type of Modification to the Auditor's Opinion'.

148. If financial statements prepared in accordance with the requirements of a fair
presentation framework fail to give a fair presentation, the auditor shall discuss the matter
with management and, depending on the requirements of the applicable financial reporting
framework and the manner in which the matter is resolved, determine whether it is
necessary to modify the audit opinion.

Modifications to the Opinion in the Auditors Report

151. The auditor should modify the opinion in the auditor’s report if, based on the audit
evidence obtained, the auditor concludes that the financial statements as a whole are
materially misstated, or if the auditor has not been able to obtain sufficient appropriate
audit evidence to conclude that the financial statements as a whole are free from material
misstatement. Auditors may issue three types of modified opinions: qualified opinion,
adverse opinion, and disclaimer of opinion.
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Determining the Type of Modification to the Auditor's Opinion

152. The decision as to which type of modified opinion is appropriate depends on:

. the nature of the matter giving rise to the modification - that is, whether the
financial statements contain material misstatements or, if it was impossible to obtain
sufficient appropriate audit evidence, may contain material misstatements; and

. the auditor's judgment about the extent of the effects or potential effects that the
matter has on the financial statements.

153. The auditor should express a qualified opinion if : (1) having obtained sufficient
appropriate audit evidence, the auditor concludes that misstatements, either individually or
in the aggregate, are material but not pervasive to the financial statements, or (2) if the
auditor has been unable to obtain sufficient appropriate audit evidence on which to base
an opinion, but concludes that the effects of any undetected misstatements on the financial
statements could have been material but not pervasive.

154. The auditor should express an adverse opinion if, after obtaining sufficient appropriate
audit evidence, the auditor concludes that misstatements, either individually or in the
aggregate, are both material and pervasive to the financial statements.

155. The auditor should disclaim an opinion if, having been unable to obtain sufficient
appropriate audit evidence on which to base an opinion, the auditor concludes that the
effects of any undetected misstatement on the financial statements could have been both
material and pervasive. If, after accepting the engagement, the auditor becomes aware
that management has imposed a limitation on the scope of the audit that the auditor
considers may result in the need to express a qualified opinion or a disclaimer of opinion
on the financial statements, the auditor should request management to remove that
limitation.

156. If the auditor expresses a modified opinion, he or she should also modify the title
to correspond with the type of opinion expressed. ISSAI 1705 provides additional guidance
on the specific language to be used when expressing an opinion and describing the
auditor’s responsibility. It also includes illustrative examples of reports.
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Emphasis of Matter Paragraph and Other Matter Paragraphs in the Auditor's Report

157. If the auditor considers it necessary to draw users’ attention to a matter presented
or disclosed in the financial statements that is both important and fundamental to their
understanding of the financial statements, but there is sufficient appropriate evidence that
the matter does not contain a material misstatement of the financial statements, the
auditor should include an Emphasis of Matter paragraph in his or her report. Emphasis of
Matter paragraphs should refer only to information presented or disclosed in the financial
statements.

158. An emphasis of matter paragraph should:
To be included immediately after the basis for opinion;

Have the title that explicitly use the term ‘emphasis of the matter’ or some
other appropriate title;

Contain a clear description of the matter being emphasized and indicate where
in the financial statements the relevant disclosures that fully describe the
matter is located; and

Indicate that the audit opinion is not modified in respect to this matter.

159. If the auditor considers it necessary to communicate a matter, other than that
presented or disclosed in the financial statements, which, in the auditor’s judgment, is
important to users in understanding the audit, the auditor’s responsibilities or the auditor’s
report, and provided that this is not prohibited by law or regulation, a paragraph entitled
“Other Matters”, or another appropriate heading, should be prepared. This paragraph
should appear immediately after the opinion and after any Emphasis of Matter paragraph.
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Early Childhood Education and Care for Kosovo's Human Capital Project
(IDA Credit No. 75500-XK and ELP Grant No. TFOC3867-XK)

Statement of Sources and Uses of Funds
For the period from September 18, 2024, up to December 31, 2025
{in EUR unless otherwise stated)

Cumulative
from September
18,2024

Year ended on

(inception date)

December 31, to December 31,
Notes 2025 2025
Sources of funds
ELP Grant TFOC3867-XK - -
Temporary advance received by GOK Rl 40,806 40,806
Total Sources 40,806 40,806
Uses of funds:
Voucher Payments for part 3.3 of the Project 5 (23,440) (23,440)
Consulting services 6 (16,728) (16,728)
Incremental operating costs 7 (638) (638)
Total uses (40,806) (40,806)

signed on its behalf by:

T

%ilc DYLA
Géneral Secretary

The Statement of Sources and Uses of Funds is to be read in conjunction with the notes set out on pages
3 to 9 and forming an integral part of the financial statements.

The financial statements of the “Early Childhood Education and Care for Kosovo's Human Capital
Project-ELP Grant” were authorised for issue by the management of the Project on June 24, 2026, and

%

”'/ean

Dlrecto{ of the Budget and Finance

Department
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Early Childhood Education ard Care for Kosove's Human Capital Project
(IDA Credit No. 7§500-XK and FLP Grant No. TFOC3867-XK)

Nofes to the Project Financial Statements
For the period from September 18, 2024, up to December 31, 2025
{in EUR unless otherwise stated)

1) General

The Financing Agreement for the Early Chikikood Education and Care for Kosovo's Human
Capital Project — ({the ‘Project’), was signed berween the Intemational Development Association
("Association”) and the Republic of Kesovo “Recipient”) on June 28, 2024, The agreement was
ratified by Kosovo parliament was ratified by the Parliament of Kosovo on February 13, 2026, and
declared effective on May S, 2026, The total financing amount will not exceed EUR 14.6 million.
The financing closing date is June 30, 2029,

The Project part 33. is financed by the Early Learning Parinership Multi-Donor Trust Fund Grant
Agreement (ELP Grant No. TFOC3867-XK) amounting USD 2,000,000. The grant agreement was
signed on June 28, 2024, and became effective on September 18, 2024, and its closing date is sct
on is June 30, 2027.

The Project is carried out through the Ministry of Education, Science, Technology and Innovation
{MESTI), with technical assistance from the Ministry of Health for Part 2 and the Ministry of
Finance, Labour and Transfers for Part 3.3, as applicable.

Since the financing agreemeat become effective in 2026, no expenditures or financing transactions
related to the Credit were incurred during the period from September 18, 2024 (Inception Date) to
December 31, 2025. Accordingly, these financial statements present exclusively the activities,
expenditures and financing related to the Early Learning Partnership Multi-Donor Trust Fund
Grant No. TFOC3867-XK.

Project Objectives and Description, The objective of the Project is to improve the quality of and
equitable access o Early Childhood Education and Care {ECEC) services in the Republic of
Kosovo.

The Praject consists of the following parts:
Part 1: Improving the quality of ECEC Services

1.1 ECEC regulatory updates and development of new ECEC guality and maouitoring
frameworks

a) conducting of a review of the existing ECEC regulatory framework;

b} developing a National ECEC Quality Framework;

c) developing the national ECEC assessment and observation framework and conducting
classroom observations and assessments of child outcomes;

d) adapting or developing the child assessment tool that would be aligned with and adapted to
national goals; and

e) improving regulations defining the quality of ECEC leaming environments, their
pedagogical rofe, and preparing the guideiines and blueprints for ECEC infrastructure
expansions/adaptation, as well as development of the equipment standards and
requirements for teaching and learning materials in ECEC centers.

1.2 Capacity building of ECEC professionals.
a) developing the national ECEC teacher continuous professionat development framework
based on the existing tegal framework and the ECE Curriculum;

b) designing training programs for pre-service and in-service ECEC workers;

¢) training, retraining, requalification, and capacity building of ECE teachers, childcare
workers, municipal managers and other decision-makers:

w
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Early Childhood Education and Care for Kosovo's Human Capital Project
(IDA Credit No. 75500-XK and ELP Grant No. TFOC3867-XK)
Notes to the Project Financial Statements

For the period from September 18, 2024, up to December 31, 2025
(in EUR unless otherwise stated)

1) General

d} capacity-building activities, including study visits, information exchanges, and seminars
and leaming events;

e) $m:ngthcnmg the teacher training and development capabilities of the MESTI through
identifying one existing ECEC facilily and equipping it with the recossary tools to
integrate training cenler capabilities, as well as expanding this center with a function of
the recycling center for ECEC learning materials, and;

f) strengthening MESTI’s financial planning capacity.

1.3 Development and implementation of cross-sectorial ECEC module for the Education
Management Information System (EMIS) and improvement of the core EMIS svstem

a) assessing the physical and institutional requirements of transitioning from the current data
management system to an EMIS;

b) purchasing of software and hardware needed (o transition to an EMIS that covers all levels
of education and ECEC;

c) developing, piloting, and rolling out of an EMIS that adequately responds to the data needs
across the education sector; and

d) training, communication, and capacity building on the EMIS for users at alf fevels of the
education sector and relevant agencies involved in ECEC.
Part 2: Fostering Multi-sectoral Integration in ECEC Service Delivery
2.1 Early stimulation and promoting, healthy autrition
a) provision of training on stimulation for the first £,000 days of [ife to healthcare providers
in MFMCs, using training packages developed under Part 1.2.; and

b) (i) development and implementation of a comprehensive communications strategy and
campaign materials with approaches to target young mothers; and (ii) training of
healthcare and education providers on the promotion of breastfeeding and healthy nutrition
as part of parent interactions in their settings.

2.2 Child monit
a) development and institutionalization of an Early Childhood Intervention (ECI) Program

and standardization of procedures for early identificarion and timely referral and data
reporting and monitoring;

ing and early child] int:

b) piloting of the ECI Program in Pristina city and up to two rural/vulnerable selected
municipalities followed by the national rollout of the ECI Program;

¢) infrastructure investments in MFMCs across the country and procurement of basic medical
supplies to atlow for implementation of the ECT Program; and

d) traming of providers and advocacy for national adoption of the ECI Program.
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Early Childhood Education and Care for Kosovo's Human Capital Project
{IDA Credit No. 75500-XK and ELP Grant No. TFUC3867-XK)

Notes 1o the Profect Financial Statements
For the period from September 18, 2024, up to December 31, 2025
{in EUR unless otherwise stated)

1) General

Part 3. [acreasing Equitable access to ECEC services

3.1 Green and universal repurposing, building. novating ECEC facilities
a) construction of up to cighteen new ECEC Centers in selected municipalities;

b} rehabilitation andior repurposing/upgrading of existing ECEC spaces and other public
spaces for ECEC use, and refurbishments of kitchens to implement new nutrition
guidelines; and

¢) development and establishment of one new or renovated ECREC Center to include the
training center for teacher preparation and a recycling center of supplies for ECEC

Centers.
3.2 Equipping of ECEC Centers with new fumiture and learning materials

Provision of equipment, supplies, and learning materials to accommodate different teaching
methodologies and play-based curricuta in ECEC Centers,

3.3 Support for the participation of Vulnerable Children in the Voucher Program

Design and implementation of the Voucher Program

Part 4. Project Management, Monitoring and Evaluation. Technical assistance and operational
support to the Project Implementation Unit (PIU) for project management, monitoring and
evaluation and, including infer afia, for:

a) design and implementation of an impact evaluation study relving on the observations and
assessment supported under Part 1.1 of the Project;

b) verficarion of PBC targets; and

¢) carrying oul outreach and communication activities to raise awareness to families on the
ECEC benefits.

Financing Agreement No. 75500-XK

The following rable specifies the categories of Fligible Expenditures that may be financed out of
the proceeds of the Financing (“Category™). the allocations of the amounts of the financing to each
Category, and the percentage of expenditures to be financed for Eligible Expenditures in each
Category, as per Financing Agrecment:

Amount of the Percentage of expenditures
Category Credit Allocated to be Financed
(Euro) {inclusive of taxes)
(1) Goods. works, non-consulting
services and consulting services,
Training and Operating Costs for the
Project (except for Part 3.3) £8.600.000 100%

Total amount 18,600,000

w
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Early Childhood Education and Care for Kosovo's Human Capital Project
(A Credit No. 75500-XK and ELP Grant No. TEOC3867-XK)

Notes to the Project Financiaf Statements

For the period from September 18, 2024, up to December 31,2025
(in EUR unless otherwise stated)

1) General

Grant Agreement TFOC3867-XK
The following table specifics the categories of Eligible Expenditures that may be financed out of
the proceeds of the Financing (“Category™), the allocations of the amounts of the financin g ta each
Category, and the percentage of expenditures to be firanced for E igible Expenditures i each
Categorv, as per Grant Agreement:

Percentage of cxpenditores

Amoust of the 10 be Financed
Financing Allocated {inclusive of taxes, except
Category (USD) VAT)

100% of the amount wp to
the withdrawal ceiling and

(1} Goods, consulting services, 2,000.000 subject to the conditions set
Training, Operating Costs and Voucher forth in the table in Schedule
Pavments for Part 3.3 of the Project 3 to the Agreement
Total amount 2,000,000

Pursuant to the Grant Agreement, eligible expenditures incurred under Category (1) are financed
from the Grant proceeds, subject to achievement of the Performance-Based Conditions (PBCs) and
withdrawal ceilings specified in Schedule 3 of the Grant Agreement.

2) Basis of preparation

The financial statements of the Project for the period from Seplember 18, 2024 (Inception Date) to
Deceraber 31, 2025 have been prepared for the purpose of complying with the Project objectives,
the World Bank guidelines, and the terms and conditions of the Early Learning Partnership Multi-
Donor Trust Fund Grant Agreement No. TFOC3867-XK.

"The financial statements comprise the Statement of Sources and Uses of Funds, the Statement of
Expenditures used as the basis for withdrawal applications, a summary of significant accouating
policies and other explanatory notes.

The financial statements have been prepared i accordance with the cash basis of accounting. On
this basis, income is recognised when received rather than when camed and expenditures are
recognised when paid rather than when incurred.

“The special purpose financial stalements are presented in Euro (ELR), unless othenwise stated. The
Grant aflocation in the signed agreement is expressed in United States Dollars {USD).

3) Summary of significant aceounting policies

A summary of significant accounting policies underlying the preparation of the Project’s financial
staternents 1s presented below.

3.1 Recognition of income and expenses

Income is recognised when received rather than when earned, and expenses are recognised when
paid rather than when incurred.
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Early Childhood Education and Care for Kosovo's Human Capital Project
(IDA Credit No. 75500-XK and ELP Granl No. T| FOC3867-XK)

Notes to the Project Financial Statements

For the period from September 18, 2024, up to December 31,2025
(in EUR unless otherwise stated)

3)Summary of significant accounting policies
3.2 Taxation

The Project is not exempt from income tax, Value Added Tax (VAT ). customs duties and other
applicable taxes wnless otherwise provided under the applicable legistation or financing
agreements. Local employees and consultants are liable for personal income tax and pension
contributions in accordance with Kosovo legislation.

4) Temporary advances received by Government of Kosovo

The temporary advances received by the Government of Kosovo are detailed as follows:

Year ended on
December
31,2025

Government Funds as the beginning of the year -
Project eligible expenditure paid from government funds 40,806
Reimbursements from ELP Grant -

Movement during the period 40,806

Government Funds at end of the period 40,806

Although project expenditures were incurred in 2025, no withdrawals were made from the grant
account. In addition to documenting project expenditures, withdrawals require confirmation that
the Performance-Based Conditions (PBCs) outlined in Schedule 3 of the Grant Agreement have
been met. While there is evidence that PBC 1 has been achieved, qualifving expenditures in 2025
remained below initial estimates, largely because most preparatory activities were financed
through the Bank-executed trust fund.

5) Vaucher payments under Part 3.3 of the Project
Expenditores for Voucher payments under Part 3.3 of the Project are detailed as follows:

Yecar ended on

December
31,2025

Payments to participating preschool institutions under the ELP
Voucher Program 21,370
Transportation support for beneficiary tamilies 2,070
Total 23,440

The expenditure under Voucher Payments represents payments made to participating preschool
institutions for the atendance of eligible children. Besides, transportation support was provided to
beneficiary families in accordance with the program cligibiliy criteria. The pilot phase was
launched on December, 2024,
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Early Childhood Education and Care for Kosovo's Human Capital Project
{IDA Credit No. 75500-XK and ELP Grant No. TFOC3 867-XK)

Notes to the Project Financial Statements
For the period from September 8, 2024, ap to Decentber 31, 2025
fin EUR unless otherwise stated)

6) Consulting services

Expenditures for consulting services are detailed as follows:

Year ended on

December

. 31,2025
PIU Salaries 14,995
Kosovo Pension Savings Trust - Employee 638
Personal income tax — PIU staff 1,096
Total 16,728

7) Incremental operating costs

Expenditures for incremental operating costs are detailed as follows:

Year ended on

December

31,2025

Kosovo Pension Savings Trust - Employer 638
Total 638
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Early Childhood Education and Care for Kosovo's Human Capital Project
(IDA Credit No. 75500-XX and ELP Grant No. TF0C3867-XK)
Notes to the Project Financiul Statements

For the period from September 18, 2024, up to December 31,2025
(in EUR unless otherwise stated)

8) Expenditures by parts:
The expenditures by Project Camponents are detailed as follows:

Yuouocher
Payments Consulting Incremental Total
Project Components/Activities under L operating  “Training
Part3.3 of Services costs 31.12.2028

project

Part 1: Improving the quality of

ECEC services

1] ECEC regulatary updates and

development of new ECEC quality - - - .
and monftoring frameworks

1.2 Capacity building of ECEC
professionals

1.3 Deveiopment and
implementation of ECEC module for
EMIS and improvement of core
EMIS system

Part 2: Fostering multi-sectorial
integration in ECEC service
delivery

2.1 Early stimulution and promoting
healthy nutrition

2.2 Child monitoring and early
childhood intervention program
Part 3: Increasing equitable access
1o ECEC services

3.1 Green and universal
repurposing, tndlding, and . - - - -
renovaling BCEC facilities

3.2 Equipping ECEC Centers with

new furniture and learning materiais

3.3 Support for the participation of

Vulnerable Children in the Voucher 23,440 16,728 638 - 40,806
Program

Part 4: Project maragement and

monitoring and evaluation

Total 23,440 16,728 638 - 40.806

9) Undisbursed Financing Proceeds

As of December 31, 2025, no withdrawals had been made under ELP Grant No. TFOC3867-XK
(USD 2,000,000) or IDA Credit No. 75500-XK (EUR (8,600,000). Consequently, all eligible
expenditures incurred during the reporting period were financed from Covernment funds pending
reimbursement from the Grant proceeds.
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Statement of Cumulative Expenditures Withdrawal Schedule

(Supplementary schedule
1o the Annual Financial Staterents)

Project Financial Statements

For the peried from September 18. 2024 (Inception Date) to
December 31, 2025
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