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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   

Mentor Hoxhaj, Chairman of the Board  

Abdullah  Haxhiu, Chief Executive Officer  

Bahtir  Osmani, Chief Financial and Treasury Officer   

Address: Bekim Fehmiu 137, Lakërishtë, Prishtinë, Republika e Kosovës 

1 Audit Opinion   

We have audited the annual financial statements of Kosovo Landfills Management Company 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.   

Unmodified opinion on annual financial statements  

We have audited the annual financial statements of Kosovo Landfills Management Company, 

(hereinafter referred to as KLMC), 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, the attached annual financial statements give, in all material respects, a true and fair 

view of the financial position of Kosovo Landfills Management Company as of 31 December 2020, 

its financial performance, and cash flow during 2020 in accordance with International Public Sector 

Accounting Standards. 

Basis for 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 

of the auditee in accordance with INTOSAI-P-10, ISSAI 130, NAO Code of Ethics, and other 

requirements relevant to our audit of the publicly owned enterprises’ AFS. We believe that the audit 

evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

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

good practices    
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Conclusion on compliance  

We have also audited KLMC’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 opinion, the transactions of KLMC have been, in all material aspects, in compliance with the 

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

resources of the auditee.  

Basis for conclusion  

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

(ISSAIs). Our responsibilities under those standards are further described in the Auditor’s 

Responsibilities for the Audit of the Financial Statements section of our report. NAO is independent 

of 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. Due to the situation created by Covid-19, the Company has benefited €40,094 under measure 

4 of the economic recovery package funded by the Government of Kosovo. These funds were 

intended to cover operating expenses related to fuel supply, oils and vehicle servicing.  

Our opinion has not been modified in this respect  

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

Statements 

The management is responsible for the preparation and fair presentation of financial statements in 

accordance with the International Financial Reporting Standards (IFRS). In addition, the management 

is responsible for establishing internal controls which 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 the fulfilment of requirements of the Law no.03/L-048 on Public Finance 

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

amended), and Law no.06/L-032 on Accounting, financial reporting, and auditing.  

The Board of Directors is responsible to ensure the oversight of KLMC financial reporting process. 
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Management’s Responsibility for Compliance 

Management of Kosovo Landfills Management Company is also responsible for the use of KLMC’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 conclusion on compliance of respective KLMC 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 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 KLMC internal control. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by management. 

                                                      
2 Collectively referred to as compliance with authorities 
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 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 KLMC 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  

 Evaluate the overall presentation, structure and content of the financial statements, including 

the disclosures, and whether the financial statements represent the underlying transactions 

and events in a manner that achieves fair presentation. 

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, that 

are presented for your consideration below in the form of findings (as shown in Graphic 1 below) 

and recommendations. These finding and recommendations are intended to make necessary 

adjustment to the financial information presented in the financial statements, including disclosures 

in the form of explanatory 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 – implies new issues and recommendations  

 Issue B and recommendation B - implies repeated issues and recommendations 

Issue C and recommendation C - implies partly repeated issues and recommendations 
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2.1 Findings on accounting and compliance issues  

2.1.1 Operating expenses   

Operating expenses incurred in the amount of €556,368. They relate to rental, maintenance, office 

and administration, motor vehicles and other expenses. We tested 59 samples of €58,197 as part of 

substantive testing and 5 samples as part of compliance testing. 

Issue A1 – Taxes and pension contributions were not paid for the employees’ allowances  

Finding  Law No. 05/L-028 on Personal Income Tax, Article 9, point 1.2, stipulates that 

the gross income from salaries also includes bonuses, commissions, per diems 

and other forms of compensation that an employer or some other person, on 

behalf of the employer, pays to employees over and above salary.  

The Board of Directors had decided to allocate additional funds of €4,400 as 

solidarity assistance to employees who were directly exposed to the risk of 

infection with Covid-19. These payments were not included in the employees’ 

gross salaries and the accounting entries were made within the operating 

expenses under the account "Contribution for solidarity assistance". 

According to Company officers, this happened because such support was 

given for the first time, which was assessed as solidarity assistance, thus 

causing an unintentional mistake during the accounting.      

Impact Presentation of salaries and allowances for employees under operating 

expenses led to overstatement of operating expenses and understatement of 

salaries expenses. Furthermore, this form of presentation led to non-

declaration of pension contributions and taxes applicable in Kosovo.   

Recommendation A1  The Board of Directors should ensure that any additional payments or 

incentives for employees are made only through the payroll system, and 

ensure that tax liabilities and pension contributions are implemented thereof. 

Also, it should make the necessary corrections for income tax payments for 

the allowances provided.  

Response of entity’s management (Agree) 
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2.1.2 Salary expenses    

Issue A2 – Establishment of employment relationship without announcing a public vacancy   

Finding  According to Law No. 03/L-212 on Labour, every employer at public sector, 

shall be obliged to announce public competition every time when it employs 

an employee and establishes an employment relationship. (Article 8). Whereas 

according to the Administrative Instruction (MLSW) No. 07/2017 on 

Regulation of Procedures for Competition in the Public Sector, Article 4.3 

stipulate that the public competition shall be open for fifteen (15) days from 

the day of publication and must be published, at least in one of the written 

media.  

The Company filled the job position of "Logistics Officer" without announcing 

a public vacancy, but it hired its intern only through an internal competition, 

establishing regular employment relationship for him 

This happened because officers found the internal competition as an 

adequate procedure, considering the intern as an employee of the Company.   

Impact Hiring an employee, without announcing a public vacancy, may affect the 

inadequate selection of candidates due to lack of transparency and 

consequently restriction of competition.   

Recommendation A2  The Board of Directors should ensure that the necessary actions are 

taken by announcing public and transparent vacancies when hiring new 

employees. 

Response of entity’s management (Agree) 

Issue A3 - Incentives compensation to the Board of Directors for the annual performance not 

in compliance with the Shareholder’s decision 

The Ministry of Economic Development (MED) Decision No. 01/2599 dated 

18.12.2017, point 1, provided for the “Suspension of decisions on 

compensation to stimulate the effectiveness of members of the Boards of 

Directors of Central Publicly Owned Enterprises. 

The Board of Directors decided, on 01.09.2020, to pay compensation for 

stimulating the annual performance of the Board of Directors in the amount 

of 50% of the total annual amount of the basic fee. The total amount spent 

for this purpose was a total of €9,300. 

This occurred because Company officers considered that they were legally 

entitled to such compensation. 
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Impact Ignoring MED decision (in the capacity of the Shareholder) to suspend the 

decisions on compensation for incentives resulted in irregular payment and 

violation of the Shareholder’s decision 

Recommendation A3  The Board of Directors should ensure that decisions made are not 

unlawful and not in contradiction to with the Shareholder’s decision. 

Shareholder’s decisions must be considered, evaluated and enforced without 

dispute. 

Response of entity’s management (Agree) 
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2.1.3 Internal Audit Function  

Internal audit is an independent activity which provides objective assurance and advisory activity, 

designed to add value and improve the Company’s operations. It also helps meet objectives by 

fostering a systematic and disciplined approach to assessing and improving effectiveness in risk 

management, controls and governance processes:  

4 -  Failure to draft the Internal Audit Statute  

Finding  International Standards for the Professional Practice for Internal Auditing 

(ISPPIA) 1000 provide that the purpose, authority and responsibility of the 

internal audit activity should be formally defined in the Internal Audit Statute, 

in accordance with the Definition of Internal Audit, the Code of Ethics and 

Standards. 

The Internal Audit Unit did not draft the Internal Audit Statute in accordance 

with the requirements of International Standards for the Professional Practice 

for Internal Auditing. 

Failure to draft the Internal Audit Statute occurred as a result of the lack of 

attention from the Audit Committee and the Internal Auditor to prepare this 

formal document..  

Impact The lack of an Audit Statute means that the purpose, position, authority and 

responsibility of the internal audit activities in the Company are not clearly 

defined.  

Recommendation A4  The Board of Directors in cooperation with the Audit Committee 

should ensure that the Internal Audit Statute is drafted, clearly defining 

through this formal document (statute) the purpose, position, authority and 

responsibility of the internal audit activities in the Company.   

Response of entity’s management (Agree)    
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3 Issues resolved in the course of audit process   

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

resolved during the current audit. These issues 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:  

Issue 1  Misclassification of expenditures   

Finding  The contractual agreement between the Company and the EO specifies that 

all repairs of the infrastructure of sanitary landfills and transfer station and 

waste must include a one-year warranty, including all necessary tools such as 

mobilization, transportation of machinery and workers, which are needed for 

the performance of works or interventions in the repair of landfill 

infrastructure, without any additional payment. It also specifies that any 

repairs to the Sanitary Landfill will be treated as a project on its own. Tested 

payment in the amount of €36,110, for situation III foreseen under the 

contract “Maintenance and repair of infrastructure in the Sanitary Landfill and 

KLMC Transfer Station” was treated as an expense which was actually an 

investment/asset 

Required action Management should take the necessary measures to make appropriate 

adjustments to the inaccurate classification of data for those items that are 

considered property, plant and equipment, as recognized in accounting 

standards, and to their reporting in the financial statements 

Result The Company had taken the necessary actions by making adjustments to and 

classifying these expenses according to accounting standards. These 

corrections were reflected in the AFS. 

Issue 2   Misclassification of expenditures 

Finding  Based on the Company's accounting plan, items such as "Injector needles" 

and "Ventilator belt", are classified as assets and during testing, we noticed 

that payments for these items in the amount of €6,179 were recognized and 

incorrectly recorded as operating expenses by the Company. 
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Required action The management should take the necessary actions to make appropriate 

corrections to the incorrect classification of data in the accounting and 

financial statements. 

Result The Company had taken the necessary actions by making appropriate 

corrections in the accounting and AFS related to this misclassification. 

Issue 3 -   Understatement of the value of depreciation assets and expenses 

Finding  The Company implemented projects for the repair of landfill infrastructure, 

where the works to be performed for the landfill infrastructure and all costs 

that are capitalized on the project until its final completion and technical 

acceptance are specified in the project bill of quantities. However, in 11 cases 

out of 70 tested cases, the Company did not recognize as assets the total 

value of the project for which the contract was concluded but within the 

contract, it allocated some of its positions as expenses and some positions as 

assets. As a result of this accounting treatment, the value of assets was 

understated by €428,597, consequently depreciation expenses were 

understated by €85,719. 

Required action The Board of Directors should ensure that the Company officers adjust and 

treat assets by classifying and treating them according to international 

accounting standards 

Result During the audit phase, the Company managed to take the necessary actions 

by making the appropriate adjustments to the accounting and transferring 

their effects to the financial statements. 

Issue 4 -   Misrepresentation of financial statements 

Finding  In the draft financial statements, in the Statement of Financial Position, the 

amount of €67,694 is presented as “advance rental payment” and at the same 

time as “leasing liabilities for rent”.  Based on the contractual agreement, 

payment must be made monthly for the rental expenses. Therefore, this 

should neither be recognized as an advance payment nor as a leasing liability. 

Required action The management should take the necessary actions to make appropriate 

corrections to the incorrect classification of data in the accounting and 

financial statements. 

Result During the audit, a proper correction was made and a proper presentation of 

the rental expenses was made. 
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4 Progress in implementing recommendations  

Our audit report on 2019 AFS of KLMC resulted in 9 key recommendations. The Company prepared 

an Action Plan stating how all recommendations will be implemented. By the end of our 2020 audit, 

all recommendations have been implemented, as shown in the following Chart 2.   

Chart 2. Progress in implementing prior year’s recommendations  

 

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

No. Audit scope Recommendations for 2019 Actions taken Status 

1 Basis for 

opinion 

The Board of Directors should ensure a 

comprehensive review of the asset register, 

the process of depreciation expenses 

calculation, classification of assets into 

relevant categories, as well as the application 

of depreciation rates to be fully in 

compliance with policies and regulations 

approved by the Board. 

The Company 

implemented this 

recommendation by 

making the 

appropriate 

categorization of 

assets and 

consequently 

correcting 

depreciation 

expenses. 

Implemented  

2 Long-term 

assets  

The Board of Directors should ensure that 

corrective actions are taken regarding the 

needed changes in the asset register 

according to the established factual situation 

and that periodic reconciliation between the 

stocktaking and evaluation commission’s 

reports with the accounting assets register. 

The Company 

implemented this 

recommendation by 

reconciling the 

inventory report and 

the asset register. 

Implemented 

3 Long-term 

assets 

The Board of Directors should ensure that the 

appointed stocktaking commission prepares 

the work plan with certain deadlines in 

The Company 

identified the assets 

Implemented 
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advance, and after the completion of the 

process, the stocktaking report is attached to 

the report on out-of-order assets and 

recommendations for their treatment. 

out-of-order as well 

as those for disposal. 

4 Revenues  The Board of Directors should ensure that 

responsible officers send advance notice to 

clients on the expiration of the contract and 

information on submission of the new 

request and adequate documents for its 

renewal. However, before signing new 

contracts, the evaluation commission to 

ensure that all documents required by 

regulations are completed. 

The Company has 

implemented this 

recommendation by 

concluding expired 

contracts with its 

customers. 

Implemented 

5 Operating 

expenses  

The Board of Directors should ensure that 

DNPDF is signed for all procurement 

procedures in advance, in order to assurance 

that funds for entering into obligations are 

available and that project managers are 

appointed in writing in compliance with legal 

requirements. 

The Company has 

corrected the 

misclassification 

during the audit. 

Implemented 

6 Operating 

expenses 

The Chairman of the Board should ensure 

that when registering expenditures, 

responsible officers classify expenditures and 

investments adequately. In addition, the 

conditions and criteria defined in advance in 

the relevant regulation of assets must be 

applied 

No such cases were 

encountered during 

compliance testing. 

Implemented 

7 Salary 

expenses  

The board of directors should ensure that 

prior to the commencement of recruitment 

procedures, the positions are planned in the 

Business Plan for the current year. At the 

same time, ensure that each announcement 

of the competition is preceded by official 

approval, based on all the criteria set out in 

the Regulation. 

For the samples 

tested during 2020, 

we did not encounter 

such irregularities. 

Implemented 

8 Salary 

expenses 
The Board of Directors should provide for 

drafting a regulation or guideline on the 

procedure for granting cash advances, as 

well as prevent the possibility of allocating 

funds without a clear legal basis. 

During 2020, no 

advances were given 

to employees. 

Implemented 

9 Internal 

Audit 

Function  

The Chairman of the Board should ensure 

that the IAU performs its function in 

accordance with the legal requirements on 

internal audit. Audit reports should contain 

recommendations for identified 

shortcomings and be planned based on risk 

areas. 

The recommendation 

was implemented by 

drafting a risk-based 

plan. 

Implemented 
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No Audit area  Recommendations for year 2020 

1.  Operating 

expenses  

The Board of Directors should ensure that any additional payments or incentives for 

employees are made only through the payroll system, and ensure that tax liabilities 

and pension contributions are implemented thereof. Also, it should make the 

necessary corrections for income tax payments for the allowances provided 

2.  Salary 

expenses  

The Board of Directors should ensure that the necessary actions are taken by 

announcing public and transparent vacancies when hiring new employees. 

3.  Salary 

expenses 

The Board of Directors should ensure that decisions made are not unlawful and not in 

contradiction to with the Shareholder’s decision. Shareholder’s decisions must be 

considered, evaluated and enforced without dispute. 

4.  Internal 

Audit 

Function  

The Board of Directors in cooperation with the Audit Committee should ensure that 

the Internal Audit Statute is drafted, clearly defining through this formal document 

(statute) the purpose, position, authority and responsibility of the internal audit 

activities in the Company. 

 

*  This report is a translation from the Albanian original version. In case of discrepancies, Albanian 

version shall prevail. 
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Annex I: Letter of confirmation  

 

  














































