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NOTE: 

This audit report has, for the first time, been generated through the audit management 

electronic platform SITA. We are also using the new audit report template this year in 

accordance with the updated financial and compliance audit methodology. For the first 

time, the report includes e separate compliance audit conclusion.  

We are well aware that having to apply all these new features at once and in extraordinary 

circumstances of a pandemic we might have unwillingly missed any omission. Therefore, 

we would like to apologise in advance and thank you for your understanding.     
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To:  Artane Rizvanolli, Minister of Economy   

 Board of Directors of RWC Drini i Bardhë, j.s.c. 

 Bedri Haxhijaj, Chief Executive Officer 

 Bekë Hoxhaj, Chief Financial and Treasury Officer 

  

Address: "Mbretëresha Teutë" Nr.85, Pejë, Republika e Kosovës 

1 Audit Opinion   

We have completed the audit of the financial statements of RWC Drini i Bardhë j.s.c. for 

the year ended on 31 December 2020 in accordance with the Law on the National Audit 

Office of the Republic of Kosovo and International Standards of Supreme Audit Institutions 

(ISSAIs). The audit was mainly conducted to enable us to express an opinion the financial 

statements and conclusion on compliance with authorities1. 

Adverse Opinion on Financial Statements 

We have audited the annual financial statements of RWC Drini i Bardhë j.s.c. (RWC Drini i 

Bardhë), which comprise the statement of financial position for year 2020, statement of 

comprehensive income, statement of cash flow, statement of changes in equity, and 

explanatory notes to financial statements, including a summary of significant accounting 

policies for the year ended as at 31 December 2020. 

In our opinion, because of the effects of the matters described in the Basis for Adverse 

Opinion section of our report, the annual financial statements do not give a true and fair 

view of RWC Drini i Bardhë’s financial position as at 31 December 2020, its financial 

performance and cash flow for year 2020 in accordance with the International Financial 

Reporting Standards (IFRS). 

Basis for Adverse Opinion 

B1 The Company has not revaluated the assets since 2007, thus resulting in the asset 

register containing 140 assets fully depreciated and recorded with zero values. These 

assets are still active and have not been revaluated.  

B2 The material misstatements identified in the audit of 2019 financial statements were 

not rectified with a retrospective restatement either during the preparation of 2020 

financial statements or when disclosing the errors of the previous period.  

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

standards and good practices 
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B3 Disclosures in the notes are not complete and true according to the requirements 

of accounting standards, for the following items:  

- The amount of "Retained earnings" does not correspond to the amount presented 

in the statement of changes in equity, with a difference of €15,156; 

- The amount of long-term assets does not correspond to the amount presented 

in the statement of financial position, with a difference of €200; 

- Deferred revenues from grants (government and international grants) were 

presented in the amount of €1,581,596, for which no specific information was 

provided regarding the criteria to be met; 

- There was no information on salary liabilities in the amount of €28,761, which 

liabilities were carried forward over the years; 

- The opening cash balance of €127,690 was not presented; and  

- No disclosures on contingent assets/liabilities were provided for five court cases.  

For more details see subchapter 2.1. Issues with impact on the audit opinion  

We conducted our audit in accordance with International Standards of Supreme Audit 

Institutions (ISSAIs). Our responsibilities under those standards are further described in the 

Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. 

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

Code of Ethics, and other requirements relevant to our audit of the Publicly Owned 

Enterprises. We believe that the audit evidence we have obtained is sufficient and 

appropriate to provide a basis for our opinion. 

Conclusion on compliance 

We have also audited RWC Drini i Bardhë j.s.c.’s management compliance with the 

established audit criteria arising from the applicable legislation as regards making use of 

financial resources of the auditee.  

In our conclusion, because of the significance of the matters described in the Basis for 

Conclusion section of our report, transactions carried out by RWC Drini i Bardhë j.s.c were 

not in compliance with:  

Law on Public Procurement, IAS 16, IFRS 15.47, client service contracts.   

Basis for conclusion:   

A1 Rental income for the period was overstated by €2,316 as a result of having included 

the withhold tax amount from the lessee. 
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A2 Failure to apply penalties for 18 customers using water services, with an annual 

interest of 15% of the unpaid amount, for having exceeded the deadline set under 

the terms of the payment contract. 

A3 In three cases, goods and services of €761 have been directly purchased from 

economic operators, without conducting procurement procedures. 

For more details see subchapter 2.2. Issues with impact on the compliance conclusion 

We conducted our audit in accordance with International Standards of Supreme Audit 

Institutions (ISSAIs). Our responsibilities under those standards are further described in the 

Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. 

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

Code of Ethics, and other requirements relevant to our audit of the Publicly Owned 

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

appropriate to provide a basis for our conclusion.  

Emphasis of Matter 

1 Revenues related to pandemic management were in the amount of €110,206, funded 

by the Government of Kosovo under the economic recovery measures. These funds 

were intended to cover operating expenses in the amount of €13,093, as well as 

salary expenses in the amount of €97,113, for 2020. A part of these expenses was 

previously covered by the Company itself. 

The audit opinion has not been modified in this respect.  

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

Statements 

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

in accordance with the International Public Sector Accounting Standards – Financial reporting 

under the cash basis of accounting. In addition, Management is responsible for establishing 

internal controls it determines are necessary to enable the preparation of financial 

statements that are free from material misstatements, whether due to fraud or error. This 

includes implementation of the Law no.03/L-048 on Public Finance Management and 

Accountability (amended and supplemented), Law no. 04/L-087 on Publicly Owned 

Enterprises (amended and supplemented), and Law no.06/L-032 on Accounting, Financial 

Reporting and Auditing.        

The Board of Directors is responsible to ensure the oversight of the RWC Drini i Bardhë’s 

financial reporting process. 



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

 

6 

Management’s Responsibility for Compliance 

RWC Drini i Bardhë.’s Management is also responsible for the use of RWC Drini i Bardhë’s 

financial resources in compliance with the Law on Publicly Owned Enterprises, and all other 

applicable rules and regulations.2 

Auditor General’s Responsibility for the audit of AFS  

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

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

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

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

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

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

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

of these financial statements. 

Our objective is also to express an audit opinion on compliance of respective RWC Drini i 

Bardhë’s j.s.c., Peja, authorities with the established audit criteria arising from the applicable 

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

in accordance with the ISSAIs, we exercise professional judgment and maintain professional 

scepticism throughout the audit. We also: 

• Identify and assess the risks of material misstatement of the financial statements, 

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

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

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

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

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

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

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

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

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

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

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

misrepresentations, or the override of internal control. 

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

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

of expressing an opinion on the effectiveness of the RWC Drini i Bardhë’s internal 

control. 

 
2 Collectively referred to as compliance with authorities 
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• Assess the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by management. 

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

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

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

the RWC Drini i Bardhë’s ability to continue as a going concern. If we conclude that 

a material uncertainty exists, we are required to draw attention in our auditor’s 

report to the related disclosures in the financial statements or, if such disclosures 

are inadequate, to modify our opinion. Our conclusions are based on the audit 

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

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

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

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

view of the underlying transactions and events. 

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

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

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

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

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

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

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

accordance with applicable legislation. 
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2 Findings and recommendations  

During the audit, we have identified areas of possible improvement, including internal 

control, which are presented for your consideration below in the form of findings and 

recommendations (as shown in Graphic 1 below). These finding and recommendations are 

intended to make necessary adjustment to the financial information presented in the 

financial statements, including disclosures in the notes, and improve internal controls 

relevant to financial reporting and compliance with authorities in connection to the 

management of public sector funds. We will follow up these recommendations during next 

year’s audit.    

Graphic 1. Type of findings by economic categories3  

 

We have also reviewed the status of previous year’s recommendations and conducted an 

assessment on the extent of their implementation [for details, please see Chapter 4]. 

 
3 Issue A and recommendation A – means new issue and recommendation  

Issue B and recommendation B – means repeated issue and recommendation 

Issue C and recommendation C – means partly repeated issue and recommendation 
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2.1 Issues with impact on the audit opinion  

Issue B1 - Non-revaluation of assets 

Finding  According to IAS 16 - Property, Plant and Equipment - revaluations 

should be carried out regularly, so that the (net) carrying amount of 

an asset does not differ materially from what would have been 

determined had the fair value at the closing balance sheet date been 

used.   

The Company has not revaluated the assets since 2007, thus resulting 

in the asset register containing 140 assets fully depreciated and 

recorded with zero values. These assets are still active and have not 

been revaluated.  

According to official confirmations, the revaluation of assets was not 

carried out due to lack of funds. On 12/12/2019 the Company applied 

to Ministry of Economic Development for financial support, but this 

request has not been approved yet.  

Impact The effect for not conducting revaluation of assets still in use is that 

their net book value on the date of production of the financial 

statements does not approximate to their fair value as of that date.  

Recommendation B1  The Board of Directors should ensure that assets revaluation is 

initiated in the shortest time possible, in order to provide for their true 

and fair presentation in the future in accordance with accounting 

standards.   

Issue B2 – Failure to comply with the standard requirements for the correction of AFS 

Finding  According to IAS 8 Accounting Policies, Changes in Accounting 

Estimates and Errors, paragraph 4.1, material errors sometimes remain 

undetected until subsequent periods and these errors of previous 

periods are corrected in the comparative information, presented in the 

financial statements for subsequent periods.  

The material misstatements identified in the audit of 2019 financial 

statements were not rectified with a retrospective restatement either 

during the preparation of 2020 financial statements or when disclosing 

the errors of the previous period. 

This was due to the lack of professional competence of the staff of 

the Finance department.  
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Impact Failure to meet the standard requirement regarding the correction of 

material errors in the FS of the previous year, which serves as a 

comparative year for the FS of the current year impacts on the decline 

of reliability of the company’s financial information for the FS users 

and makes the financial results over the years incomparable. 

Recommendation B2  The Board of Directors should ensure that detected material errors 

belonging to previous periods are corrected in the comparative 

information presented in the financial statements for subsequent 

periods. 

Issue B3 - Shortcomings in the disclosures of financial statements 

Finding  According to IAS 1 - 'Presentation of Financial Statements', an integral 

part of financial statements are their explanatory notes. According to 

the definitions made in this standard, these notes to the financial 

statements should: provide information about the basis used to prepare 

the financial statements as well as the accounting policies selected 

and applied to the most significant events and operations; clarify the 

information required by IAS; provide additional information which is not 

presented in the financial statements but which is necessary for a fair 

presentation of them. 

- The information provided in the explanatory notes to the item of 

retained earnings does not correspond to the same amount 

presented in the statement of changes in equity. The difference in 

this case is €15,156; 

- The information provided in the explanatory notes to long-term 

assets does not correspond to the same amount presented in the 

statement of financial position. The difference presented is €200; 

- Deferred revenue from grants (government and international grants) 

were presented in the amount of €1,581,596, for which the 

Company had disclosed that the attached criteria will be met. 

However, no specific information was provided regarding the criteria 

to be met; 

- Liabilities of €28,761 for salaries were presented in the statement 

of financial position. Information about this value was deficient 

stating that this amount was a result of the commission's report, 

while there was no other detailed information on the transfer of 

these obligations over the years; 
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- Cash and cash equivalents in the disclosures of explanatory notes 

present the cash balance at the beginning of the period and there 

are no records on the cash balance at the end, which is €127,690; 

- The company has not provided explanatory information about the 

events meeting the conditions to be treated as contingent 

assets/liabilities. Those economic events are related to five (5) 

court cases. 

This was due to the lack of professional competence of the staff of 

the Finance department. 

Impact Identified shortcoming indicate departure from the standard’s 

requirements which misleads the users of financial statements. 

Recommendation B3  The Board of Directors should ensure that the explanatory notes 

contain the basic principles used to produce the financial statements 

whilst the information on the composition of items in the statements 

is provided in accordance with the requirements of the accounting 

standards. 
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2.2 Issues with impact on compliance conclusion  

Issue A1 – Overstatement of rental revenues 

Finding  According to IFRS 15.47 - Revenue from customer contracts - the 

transaction price is the corresponding amount that an entity expects 

to be entitled to in exchange for the transfer to the customer of the 

promised goods or services, excluding amounts collected on behalf of 

third parties (for example, sales taxes).  

The company, in the capacity of the landlord, recognised rental 

revenues, including the withhold tax which according to applicable law 

is applied at the rate of 9% on the amount once VAT is deducted.   

This is because IFRS 15 has not been adequately implemented.  

Impact This has led to overstatement of 2020 revenues by €2,316, and 

understatement of the loss for the financial year in the statement of 

profit or loss and statement of comprehensive income for the period 

by the net effect of €2,316. Untrue presentation is also reflected in 

the statement of financial position at the end of the period, statement 

of changes in net capital, and statement of cash flows for the period.  

Recommendation A1   The Board of Directors should ensure that revenues are recognised 

without including the amounts collected on third party accounts, in 

order to provide for proper application of standard for financial 

reporting regarding recognition of rental revenue.   

Issue A2 – Failure to apply penalties against customers paying for services with delays 

Finding  The service contract entered into between the customer and the 

company, Article 5, stipulates that if the water service user does not 

pay, exceeds the deadline, or pays late, the supplier is entitled to 

charge an annual interest rate of 15% of the unpaid amount. Whereas, 

based on the invoices issued on behalf of water services, it is required 

that invoices are paid within 15 days.  

Our tests show that, in 18 cases in the amount of €1,028, although 

the payment deadline had been exceeded from 1 to 3 months and 

that the payments had not been made by the end of the year, the 

company did not apply penalties against these customers.  

According to the Chief Executive Officer, the reason for not applying 

the penalties was the request of customers to postpone the deadline 

for payment due to the pandemic situation with Covid-19.  
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Impact Non-application of penalties on debt customers affects the reduction 

of revenue collection and jeopardizes the aging of debt and their non-

collection.  

Recommendation A2  The Board of Directors should ensure that measures are taken against 

customers who do not respond to payment requests, and should send 

warnings and in cases when consumers do not respond to remarks, 

penalty measures set out in the contract should be applied.  

Issue A3 - Purchases without procurement procedures 

Finding  When purchasing goods and services,, POEs are obliged to comply with 

all procedures set forth in the Law on Public Procurement (LPP). 

For three cases of purchases, servicing costs in the amount of €338, 

and two payments for vehicle insurance costs in the total amount of 

€423, were made as direct purchases of goods and services without 

procurement procedures. 

These purchases occurred as a result of the improper functioning of 

internal controls in the process of planning and carrying out purchases 

of goods and services. 

Impact Purchasing goods and services by overriding procurement procedures 

is a risk for the Company to damage the budget and not reach the 

value for money spent and affects the restriction of competition. 

Recommendation A3  The Board of Directors should ensure that a proper assessment and 

planning of the needs of the Company has been made, to implement 

procurement procedures in all cases where applicable, and to avoid 

direct purchases by EO.  

 

 

2.3 Findings on accounting and compliance issues  

2.3.1 Long-term assets  

The net value of long-term assets presented in the statement of financial position was 

€2,774,084. They relate mainly to land, buildings, equipment, inventory, canals and dams. 

We tested 43 samples as part of substantive and detail testing. In addition, we have 
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performed substantial analytical procedures for the population as a whole in terms of 

depreciation.  

Issue A4 - Undefined ownership of assets 

Finding  According to IPSAS International Standards and Conceptual Framework 

“Par.5 BC5.10 Legal ownership of a resource is a method of accessing 

the service potential or economic benefits of an asset is an indicator 

of control. However, rights to service potential or the ability to generate 

economic benefits may exist without legal ownership of the underlying 

resource through the holding and use of the property”.  

The asset register contains assets such as Land, Buildings and Fuel 

Depots in the total value of €83,773, which are not owned by the 

Company, but owned by the Municipality of Istog. According to the 

Company Officials, these are its properties, which are used by the 

Municipality but it is not clear how they are owned by the Municipality 

of Istog.  

This was because the Company did not pay enough attention to 

identifying the properties it owns.  

Impact Lack of ownership with confirmed legal status for the properties of the 

enterprise, creates property uncertainty and increases the risk that the 

enterprise will not be able to exercise property rights over the 

properties that are potentially its own.  

Recommendation A4  The Board of Directors should ensure that all appropriate legal actions 

are taken in order to clarify the status of the properties and resolve 

legal disputes related to these assets.     
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2.3.2 Revenues 

Revenues presented in statement of incomes were €379,538, of which €117,179 are incomes 

from operating activities of the Company, €110,206 are from subsidies and €152,152 are 

from grants. From the revenues generated from the operating activity, we tested 126 

samples of €335,887 as part of detailed substantive testing and compliance testing.  

Issue B4 – Invoicing customers without the provision of services  

Finding  According to IAS 18, income will be recognized when, among other 

things, the condition is met that “it is possible that the economic 

benefits associated with the transaction will enter the entity”.  

Income from sales in accounting records and presented in the income 

statement do not present an accurate statement. The company had 

established a commission for the verification of irrigated land areas 

and this commission had also met with farmers, and had drafted a 

report on the verification of irrigated areas. The report states that 

farmers refuse to pay their invoices on the grounds that there has 

been continuous rainfall, and in cases where water could not be sent 

to irrigate the land due to primitive canals they have not received the 

service at all. Due to the inconsistency of the reporting by the 

verification commission as in the previous year, we were not able to 

extract the exact amount of these irregularities. 

According to official confirmations, this happened because revenues 

were recognized at the time when both parties signed contracts and 

not upon the issuance of the invoice for the services provided. 

Impact Revenue recognition when the standard criteria for recognition are not 

met affects the overestimation of revenues and accounts receivable. 

This consequently affects the inaccurate presentation of the company's 

financial result. Also, the inconsistency in the reporting of the 

verification commission for irrigated areas reflects irregularities and 

weaknesses in the process of internal control of revenue management. 

Recommendation B4  The Board of Directors should ensure that the necessary corrective 

action has been taken so that the information on revenues and 

accounts receivable is accurate. BoD should also ensure that revenue 

is recognized only when customers receive the services, the standard 

criteria for their recognition are met, and reporting by the verification 

commission is done consistently on an annual basis. 
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Issue A5 - Invoicing customers without signing the contract 

Finding  The Law on Irrigation of Agricultural Lands, Article 6.3., Specifies that 

the company is obliged to "Provide relevant contracts to water users 

for such services and collect fees for offered services 

The company, in two cases had invoiced customers in the amount of 

€150, without signing a contract by customers, but only by the 

company official. 

According to the financial service confirmations, the invoicing was done 

after the contract was brought in that form by the legal service. 

Impact Invoicing customers without signing a contract with them represents a 

deviation from legal requirements, which consequently has an effect 

on overestimating revenues and receivables. 

Recommendation A5  The Board of Directors should ensure that invoicing is done only for 

clients with whom the contract has been signed by both parties. 

Issue A6 - Customer discounts without criteria set by regulations 

Finding  The statute of the company (article 7) requires that the company drafts 

regulations, which contain provisions for the administration and 

operation of the joint stock company. 

The Law on Publicly Owned Enterprises Article 34.1 specifies that the 

adoption, amendment and repeal of a POE’s Bylaws shall be within the 

exclusive competence of the POE’s Shareholder(s). 

According to the decisions of the Board of Directors, a discount on 

the service price was applied for six clients. This was a discount of 

40.8% to 52.9%, with the justification for relief in payments due to the 

aggravated economic situation from the Covid-19 pandemic. However, 

the Regulation for revenues and its annex does not foresee such 

criteria for discounting the price of services. 

According to the CEO confirmation, the discounts at different scales 

are a result of the recommendations of the commission established by 

the BoD, which had conducted field visits to assess the situation of 

economic operators, and recommended the price reduction after 

assessing the requests of operators. 
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Impact Applying different scales of price reduction without criteria defined in 

the regulations, constitutes discrimination against economic operators 

Recommendation A6  The Board of Directors should ensure that the regulations clearly 

stipulate the criteria for applying price reductions to customers, 

avoiding any discrimination 

2.3.3 Salaries expenses  

Expenditures on salaries were in the amount of €125,300. The number of full-time employees 

at the end of the year was 26, and part-time ones was 8, engaged for specific jobs and 

tasks. We tested 70 samples of €24,789 as part of substantive testing as per their gross 

salaries, and 8 samples from recruitment procedures for compliance testing.  

Issue B5 - Non harmonization of employees’ contracts with requirements of the regulation 

on internal organisation and regulation on salaries  

Finding  According to the statute of the enterprise RIC Drini i Bardhë, Article 7, 

paragraph 2, the enterprise must issue regulations which contain 

provisions for the administration and functioning of the company. 

Meanwhile, the Regulation on internal organization and systematization 

of jobs and duties determines the naming of jobs, duties and 

responsibilities of work, the conditions required for entering into an 

employment relationship.   

By the end of the 2020 period, the company, in addition to the 

regulation on the internal organization and systematization of jobs and 

duties that defines the job title, duties and responsibilities and the 

conditions required for entering into an employment relationship, had 

not approved any policy which includes the salary level for each 

employee. Also, from our tests we have identified that the company 

had not made changes to employment contracts and harmonization of 

positions in accordance with the regulations for 12 employees.  

Based on official confirmations, the non-approval of the compensation 

regulation and the non-harmonization of employees’ contracts in 

accordance with the requirements of the regulations approved occurred 

due to the suspension of the salary law according to which all required 

changes have been planned.  
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Impact Non-harmonization of contracts in accordance with the requirements 

of approved regulations may result in unequal treatment of employees 

in the same positions and responsibilities as well as in salaries that 

do not match the defined positions.  

Recommendation B5  The Board of Directors should ensure that human resources have 

carried out the harmonization of employees’ contracts according to 

the requirements of regulations for internal organization and salaries, 

in order to eliminate unequal treatment of employees in the same 

positions and responsibilities.  

Issue A7 - Engaging an employee for a fixed period for specific tasks and duties, without 

recruitment procedures 

Finding  According to the Law on Labour no. 03/L-212, Article 10 "A contract 

for a specified task may not be longer than one hundred and twenty 

(120) days within a year". In addition, Article 8, "The employer at public 

sector, shall be obliged to announce public competition every time 

when it employs an employee and establishes an employment 

relationship". 

The company had hired an employee for specific tasks and duties, for 

a period of 11 days, in the capacity of Certified Accountant, in a 

financial value of €900. Subsequently, he was engaged with a contract 

for a fixed period of seven months, for specific tasks and duties in an 

occasional engagement with a payment made in the amount of €400. 

He was engaged in order to review and implement the 

recommendations given in the audit report for 2019, but the company 

had not developed recruitment procedures for the same employee. 

According to the Management of the Company, the employment 

through the contract for work and specific tasks was a result of the 

absence of the Chief Financial Officer and the legal requirements for 

signing the Financial Statements. 

Impact Engaging employees for specific tasks and duties without developing a 

competitive process, eliminates competition and increases the risk of 

hiring the wrong people in certain positions. 

Recommendation A7  The Board of Directors should ensure that during the establishment 

of employment relationships it conducts recruitment procedures in a 

regular and transparent manner and that full-time positions are filled 

by employees with regular employment contracts.  
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3 Issues resolved in the course of audit process   

We identified some issues and communicated them to the Management, which have been 

effectively resolved during the current audit. They do not require any further action and 

are only reported for purposes of documenting the said communication, actions taken, and 

results thereof. Identified issues are the following:   

The material issues identified and improved during the audit are the following:  

Issue 1 – Inaccurate presentation of revenues from grants  

Finding  Grant revenues in the amount of €152,152 were not properly reflected 

in the statement of comprehensive income, as they were classified 

within operating revenues.  

Required action The Chief Financial Officer should ensure full implementation of IASs 

and IFRSs to take appropriate action for the fair presentation of grant 

revenues in the statement of comprehensive income.  

Result Upon communicating the matter through the exception letter, the 

Company has taken the necessary corrective actions. 

Issue 2 – Understatement of salary expenditures in the AFS and lack of disclosures 

regarding salaries  

Finding  As a result of non-inclusion of pension contribution expenses by the 

employer in gross salaries, salary expenditures presented in the income 

statement were understated by €5,915 compared to the accounting 

data. 

In addition, the amount of €119,385 for gross salary expenditures was 

not presented in the explanatory notes.  

Required action The Chief Financial Officer shall ensure that adequate action is taken 

to ensure that expenditures are properly presented in the statement 

of comprehensive income and explanatory notes.  

Result Upon communicating the matter through the exception letter, the 

Company has taken the necessary corrective actions. 
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Issue 3 - Overstatement of the accounting item other expenses 

Finding  Other expenses were overstated by €5,915, due to incorrect inclusion 

of the employer's pension contribution expenses in that accounting 

item. 

Required action The Chief Financial Officer should ensure that corrective action has 

been taken in relation to the following investment impairment costs 

Result Upon communicating the matter through the exception letter, the 

necessary corrections were made for the classification of expenditures 

in the respective expenditure items.  

Issue 4 - Inaccurate presentation of VAT value 

Finding  The amount of VAT receivable presented in the financial statements 

does not match for €15,156 with the confirmation received from the 

Tax Administration. 

Required action The Chief Financial Officer shall ensure that corrective actions are 

taken so that the accounting data and amounts presented in the 

statement of financial position are in line with the balance of tax 

accounts in the Tax Administration  

Result After raising the issue, the value of VAT was corrected according to 

the confirmation by the Tax Administration.  

Issue 5 - Incorrect presentation of explanatory notes on the item of tax liabilities and 

pension contributions 

Finding  Liabilities for salaries and pension contributions are not presented 

correctly in the notes.  

Required action The Chief Financial Officer should ensure that the necessary 

information is provided in the explanatory note: other assets and taxes 

payable, regarding their composition  

Result Upon communicating the matter through the exception letter, the 

necessary corrective actions were taken.  
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Issue 6 – Untrue presentation of accounts payable 

Finding  Trade accounts payable presented in the Statement of Financial 

Position do not accurately present their balance. In one case, the 

amount of the company's liability to the supplier was presented as 

€70, while based on the confirmation letter received from the supplier, 

the amount of the liability was €2,252. In this case, the company had 

understated its liabilities by €2,182. In addition, this liability dates back 

to 2015. The company has not addressed the existence and 

assessment of liabilities through the inventory process where the result 

of this process should be reconciled with the accounting ledgers, 

according to Article 12 of the Law on Accounting, Financial Reporting 

and Audit. Further, the RIC company "Drini i Bardhë" does not accept 

the value presented by EO and justifies that there is uncertainty 

regarding the value of this inequality. 

Required action The Chief Financial Officer shall ensure that the necessary corrective 

action has been taken on errors related to liabilities in the accounting 

records, in order to make an accurate presentation in the financial 

statements. In addition, mechanisms for the liability register to be 

reviewed on a regular basis should be established in order to verify 

the completeness and accuracy of the list of liabilities to suppliers. 

Result Upon communicating the matter through the exception letter, the 

accounts payable were corrected and supplemented with the necessary 

information 
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4 Progress in implementing recommendations  

Our audit report on 2019 AFS of RWC Drini i Bardhë j.s.c. resulted in 20 key 

recommendations. RWC Drini i Bardhë j.s.c. prepared an Action Plan stating how all 

recommendations will be implemented.  

By the end of our 2020 audit, 13 recommendations have been implemented, 1 was in the 

process of implementation, and 6 have not been addressed yet, as shown in the following 

Chart 2. For a more thorough description of the recommendations and how they are 

addressed, see Table 1 (or Table of recommendations).  

Chart 2. Progress in implementing prior year’s recommendations  

 

Table 1 Summary of prior year’s recommendations and of 2020 

No. Audit area Recommendations of 2019 Actions 

undertaken 

Status 

1 Basis for 

opinion 

The Board of Directors should ensure 

that reconciliations are made between 

the assets register and accounting 

records, so that the statement of 

financial position and explanatory notes 

provide complete and accurate 

information according to the 

requirements of accounting standards. 

The list of 

assets (canals 

and dams) has 

been corrected, 

avoiding 

differences in 

the class of 

canals and 

dams. 

Implemented  

2 Basis for 

opinion 

The Board of Directors should ensure 

that concrete actions have been taken 

to correct the asset register in the 

accounting ledgers in accordance with 

the accounting standards 

All assets have 

been corrected 

(canals and 

dams, thus 

correcting VAT, 

which has 

affected the 

Implemented 
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overstatement 

of assets and 

now the list of 

assets is 

registered 

according to 

IAS 16-Property, 

Plant and 

Equipment). 

3 Basis for 

opinion 

The Board of Directors should ensure 

that asset revaluation process is 

initiated in the shortest time possible so 

that the presentation of their value in 

the coming years is realistic and in 

accordance with accounting standards 

The company 

had made a 

request to the 

shareholder for 

financing but 

has not 

received any 

response yet. 

Implementation not 

started  

4 Basis for 

opinion 

 

The Board of Directors should ensure 

that concrete actions are taken to 

remove obstacles and make the 

disposable assets functional and ensure 

proper accounting treatment in the 

financial statements 

18 canals that 

were under the 

management of 

the 

municipalities of 

Gjakova and 

Klina have been 

removed from 

the list, as were 

some other 

canals which 

have been 

damaged and 

closed as a 

result of 

farmers' lack of 

interest in 

irrigation and 

lack of proper 

maintenance, 

thus resulting in 

no benefits to 

the Company 

from these 

canals. 

Implemented  

5 Basis for 

opinion 

 

The Board of Directors should ensure 

that a revision of the depreciation costs 

is made and the identified errors are 

corrected. BoD should also ensure the 

application of depreciation is based on 

the requirements of standards. 

A depreciation 

adjustment was 

made by 

recording 

depreciation 

expenses only 

when it was 

available for 

use, and the 

Implemented  
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monthly 

depreciation 

was also 

calculated in 

accordance with 

IAS 16. 

6 Basis for 

opinion 

 

The Board of Directors should ensure 

the collection of accounts receivable 

accumulated over the years while the 

treatment of bad debts is made in 

accordance with the requirements of the 

regulation on the management of 

receivables 

The Company 

has handled the 

provision of 

receivables in 

accordance with 

internal 

regulations. 

Implemented  

7 Basis for 

opinion 

 

The Board of Directors should ensure 

that corrective action is taken in respect 

of assets, which have been benefited 

from grants to ensure the accurate value 

of deferred revenues and revenues from 

grants. 

All assets have 

been corrected 

(canals and 

dams, thus 

correcting VAT, 

which has 

affected the 

overstatement 

of assets and 

now the list of 

assets is 

registered 

according to 

IAS 16-Property, 

Plant and 

Equipment). 

Implemented 

8 Basis for 

opinion 

 

The Board of Directors should ensure 

that appropriate action is taken to 

provide accurate records regarding 

salary obligations to employees and their 

accurate presentation in the financial 

statements 

The company 

has established 

a commission 

to verify debts 

to employees. 

Implemented 

9 Basis for 

opinion 

 

The Board of Directors should ensure 

the statement of personal income tax, 

pension contributions for employees and 

their presentation in the statement of 

financial position. 

The company 

has established 

a commission 

to verify debts 

to employees 

and declare 

taxes and 

contributions. 

Implemented 

10 Basis for 

opinion 

 

The Board of Directors should ensure 

that corrective action is taken to 

ensure that the accounting data and the 

amounts presented in the statement 

of financial position are in line with the 

tax accounting balance in the Tax 

Administration 

The company 

had corrected 

and harmonized 

the balance of 

tax accounts 

with the Tax 

Administration 

Implemented 
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after our 

recommendation 

by exception 

letter. 

11 Basis for 

opinion 

 

The Board of Directors should ensure a 

comprehensive analysis of the item 

“Other reserves” and ensure relevant 

information regarding the reduction of 

the amount of this item, compared to 

the previous year in order to have a fair 

and true view of them 

The value of 

the revaluated 

reserve 

€1,147,937 in 

the FS was 

corrected and 

presented. 

Implemented 

12 Basis for 

opinion 

 

The Board of Directors should ensure 

that effective processes are put in place 

to confirm that corrections of the errors 

identified in the cash flow and the 

statement of changes in equity have 

been made to ensure a fair and true 

view of them. 

This 

recommendation 

was not 

addressed even 

during the 

drafting of the 

2020 AFS. 

Implementation not 

started  

13 Basis for 

opinion 

 

The Board of Directors should ensure 

that the explanatory notes contain the 

basic principles used to produce the 

financial statements while the 

information on the composition of items 

in the statements is provided in 

accordance with the requirements of the 

accounting standards 

This 

recommendation 

has been 

partially 

addressed, as 

there are still 

shortcomings in 

the explanatory 

notes to FS 

2020. 

Partly implemented  

14 Basis for 

opinion 

 

The Board of Directors should ensure 

that material errors detected, 

pertaining to previous periods, are 

corrected in the comparative information, 

presented in the financial statements for 

subsequent periods 

This 

recommendation 

has not been 

implemented 

even during the 

drafting of the 

AFS 2020. 

Implementation not 

started 

15 Accounts 

receivable  

The Board of Directors should ensure 

that when drafting AFS, the financial 

items should present the correct value. 

BoD should also ensure that accounting 

records are harmonised with customer 

accounts. 

We have not 

encountered 

such cases 

during our tests 

for 2020. 

Implemented 

16 Revenues  The Board of Directors should ensure 

that the necessary corrective action 

has been taken about revenues 

recognised at the time of signing the 

contracts, so that the information on 

revenues and accounts receivable is 

accurate. BoD should also ensure that 

revenue is recognised only when 

customers receive the services and the 

The handing of 

revenues 

continues to be 

the same as in 

the last year. 

Implementation not 

started 
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standard criteria for their recognition are 

met 

17 Revenues The Board of Directors should ensure 

that the determination of irrigation fees 

for the services provided is based on 

clear criteria. BoD should ensure that 

the necessary remedial measures are 

taken as soon as possible in cases 

where the prices set in the contracts are 

not in accordance with the decisions of 

the 

BoD, and concrete actions have been 

taken for contracts concluded with the 

operators without tariffs being set by the 

BoD 

The company 

has drafted an 

annex to the 

regulation on 

revenues which 

has defined the 

criteria related 

to the 

determination of 

tariffs for 

customers. 

Implemented  

18 Revenues The Board of Directors should ensure 

that measures are taken against 

customers who do not respond to 

payment requests, and should send 

remarks and in cases when consumers 

do not respond to remarks, penalty 

measures set out in the contract should 

be applied 

This 

recommendation 

has not been 

implemented 

during 2020 

either. 

Implementation not 

started 

19 Operating 

expenses  

The Board of Directors should ensure 

that the Finance Office includes all 

expenses incurred during the fiscal year, 

in accounting values and amounts in the 

financial statements, in order to reduce 

understatements 

/overstatements of financial result. 

The company 

had corrected 

the cost values 

following our 

recommendation 

by exception 

letter. 

Implemented 

20 Salaries 

expenses  

The Board of Directors should ensure 

that human resources have carried 

out the harmonisation of employees’ 

contracts according to the requirements 

of regulations for internal organisation 

and salaries, in order to eliminate 

unequal treatment of employees in the 

same positions and responsibilities. 

 

 

 

 

 

Contract 

reconciliations 

were not 

carried out 

during 2020 

either. 

Implementation not 

started 

No Audit area  Recommendations of 2020 

1.  Basis for 

opinion  

The Board of Directors should ensure that assets revaluation is initiated in 

the shortest time possible, in order to provide for their true and fair 

presentation in the future in accordance with accounting standards. 
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2.  Basis for 

opinion  

The Board of Directors should ensure that detected material errors belonging 

to previous periods are corrected in the comparative information presented in 

the financial statements for subsequent periods. 

3.  Basis for 

opinion  

The Board of Directors should ensure that the explanatory notes contain the 

basic principles used to produce the financial statements whilst the 

information on the composition of items in the statements is provided in 

accordance with the requirements of the accounting standards. 

4.  Basis for 

Conclusion  

The Board of Directors should ensure that revenues are recognised without 

including the amounts collected on third party accounts, in order to provide 

for proper application of standard for financial reporting regarding recognition 

of rental revenue. 

5.  Basis for 

Conclusion  

The Board of Directors should ensure that measures are taken against 

customers who do not respond to payment requests, and should send 

warnings and in cases when consumers do not respond to remarks, penalty 

measures set out in the contract should be applied. 

6.  Basis for 

Conclusion  

The Board of Directors should ensure that a proper assessment and planning 

of the needs of the Company has been made, to implement procurement 

procedures in all cases where applicable, and to avoid direct purchases by 

EO. 

7.  Long-term 

assets  

The Board of Directors should ensure that all appropriate legal actions are 

taken in order to clarify the status of the properties and resolve legal 

disputes related to these assets. 

8.  Revenues  The Board of Directors should ensure that the necessary corrective action has 

been taken so that the information on revenues and accounts receivable is 

accurate. BoD should also ensure that revenue is recognized only when 

customers receive the services, the standard criteria for their recognition are 

met, and reporting by the verification commission is done consistently on an 

annual basis. 

9.  Revenues  The Board of Directors should ensure that invoicing is done only for clients 

with whom the contract has been signed by both parties. 

10.  Revenues  The Board of Directors should ensure that the regulations clearly stipulate the 

criteria for applying price reductions to customers, avoiding any discrimination. 

11.  Salaries 

expenses  

The Board of Directors should ensure that human resources have carried out 

the harmonization of employees’ contracts according to the requirements of 

regulations for internal organization and salaries, in order to eliminate unequal 

treatment of employees in the same positions and responsibilities.  

12.  Salaries 

expenses 

The Board of Directors should ensure that during the establishment of 

employment relationships it conducts recruitment procedures in a regular and 

transparent manner and that full-time positions are filled by employees with 

regular employment contracts. 
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Annex I: Letter of confirmation 

 






































































