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Executive Summary 

Public funds are essential to improve the quality of public services to citizens. In Kosovo, public 

services such as energy, telecom, railway transport, water supply, sewage and waste are managed 

by Publicly Owned Enterprises. The Government of Kosovo, through the Ministry of Economic 

Development as its representative guarantees citizens that Publicly Owned Enterprises will act in 

line with the principle of competitive neutrality and will use public funds with efficiency, economy 

and effectiveness. 

Government of Kosovo annually allocates a share of the budget for capital investments to Publicly 

Owned Enterprises to improve the quality of public services. 

Given the importance of public services for citizens and the growth of public interest, the National 

Audit Office is motivated to perform this performance audit. This audit examines the efficiency and 

effectiveness of managing with capital projects funded by the Kosovo Budget dedicated to Publicly 

Owned Enterprises for improving the quality of services to citizens.   

The subject to audit is the Ministry of Economic Development or Publicly Owned Enterprises’ Policy 

and Monitoring Unit, “Infra Kos”- Fushe Kosovo, Regional Water Company “Radoniq” – Gjakova, 

Regional Water Company “Drini” - Peja , Regional Waste Company “Eko Regjioni” Prizren and the 

Regional Waste Company “Pastertia” - Ferizaj. Our audit includes management of capital projects 

funded by the Kosovo Budget for 2014-2016 within Publicly Owned Enterprises mentioned above.   

Our objective through this audit is to provide to stakeholders an assessment regarding the 

monitoring and management of projects financed by the Kosovo budget, and if the intended 

outcome is achieved. 

The aim of this audit is to increase transparency and accountability against responsible stakeholders 

for the way how the budget for capital investments is used and improvement of services to citizens. 
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Overall Conclusion 

Ministry of Economic Development, namely the Publicly Owned Enterprises’ Policy and 

Monitoring Unit managed to support Publicly Owned Enterprises in meeting some of their 

objectives when it comes to the establishment of public infrastructure. The Ministry has put in place 

some control mechanisms to ensure that funded projects are being implemented according to the 

criteria. However, our audit has revealed that the mechanisms established by the Ministry are not 

fully effective for the progress of processes from planning of financing capital projects, their 

execution and monitoring. 

 The Ministry does not have a supporting document based on a program and National 

Development Strategy in place which would define priorities for the establishment of 

infrastructure within the Publicly Owned Enterprise. The Ministry drafted sectoral strategies 

for economic development, it has also a medium-term priority policy statement 2014-2016 

where a number of objectives are defined. However, the financing of capital projects by the 

Ministry is primarily made based on the requirements of the Publicly Owned Enterprise. 

Lack of strategic document as a key element of an effective an internal control system 

diminishes the accountability and transparency against the taxpayers and stakeholders 

regarding government priorities; 

 The Ministry prepared a POE subsidising policy but it did not draft guidelines or standard 

procedures of oversight and monitoring of Publicly Owned Enterprises. Consequently, it is 

impossible to consistently follow up projects in terms of costs, use of resources, 

implementation of activities, and achievement of results and management of risks; 

 During the budget review, the Government of Kosovo did not analyse and assess the 

possible consequences of the budget cuts for some of the Publicly Owned Enterprises. The 

budget for capital projects was reduced regardless of the fact that Publicly Owned 

Enterprises had already signed contracts with economic operators. Consequently, the 

Publicly Owned Enterprise had outstanding liabilities for the works which were completed; 

and 

 The Ministry did not put in place a unified reporting system of Publicly Owned Enterprise. 

This system would enable the Ministry to have a standardized and overall overview on 

capital projects. Further on, it did not make any assessment of financed projects when it 

comes to Publicly Owned Enterprises in order that the interpretation of the results is based 

on the analysis. 
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Publicly Owned Enterprises as beneficiaries of funds from the Government have satisfactorily 

managed capital investments against achieving the goal for which funds have been provided. Four 

(4) out of the six (6) funded projects were executed at 100% while two other projects were executed 

from 40 to 70%. Execution of projects in general in increasing public infrastructure and this had led 

to improving services to citizens. However, there are still shortcomings in putting projects fully in 

place and failure to fully meet the criteria. 

 Publicly Owned Enterprises have managed capital projects financed from the Kosovo 

budget in line with the intended purpose. Projects were executed in line with the 

requirements foreseen for these projects which has contributed to meeting the needs and 

improving the infrastructure and public services. However, a concern remains that two 

administrative facilities financed by the Kosovo budget were finalised in early 2015 by the 

Regional Waste Company “Eco-region” JSC Prizren but have not yet been put into operation. 

Failure to put in operation relates to failure to provide electricity and water and sewage 

infrastructure, which was an obligation of the Rahovec and Suhareke Municipalities. This 

has prevented the deployment of working staff in these facilities which would have an 

impact on improved services for the citizens in these municipalities; 

 Publicly Owned Enterprises for capital projects have followed all procurement procedures 

according to the law. They reported regularly to the Ministry for the implementation of 

projects throughout certain stages and prepared reports on physical and financial progress 

as well. Further on, the terms foreseen under Monitoring and Control Arrangements were 

largely considered by Publicly Owned Enterprises. However, budget and expenditure 

management for capital projects funded by the Ministry covering RWC “Eko Regjioni” and 

RWC “Pastertia” was not made in a separate account which was one of 17 criteria within the 

arrangement; 

 Publicly Owned Enterprise “Drini i Bardhe” did not properly maintain and complete capital 

investments files. Consequently, there was uncertainty in identifying and evaluating two 

projects. 

Key recommendations   

Ministry of Economic Development and Publicly Owned Enterprises as key authorities in the 

country’s economic development and securing effective and efficient public services for the citizens 

of Kosovo should apply good practices and be sufficiently coordinated. The following 

recommendations may serve the Government or the Ministry to ensure that Publicly Owned 

Enterprises operate efficiently and effectively, increase transparency and accountability. 
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We recommend the Ministry of Economic Development to: 

 Draft a supporting document based on the program and National Development Strategy of 
the Government of Kosovo for the purpose of prioritizing the objectives including 
investments for Publicly Owned Enterprises; 

 Draft and issue a procedure/guideline within an optimal timeframe, related to monitoring 
of enterprises in order to produce results on the monitoring of the progress of projects, 
timing of implementation and achieving results; 

 As a representative of the Government to address the budget issue to the Ministry of Finance 

in order to analyse the approved budget for capital investments in Publicly Owned 

Enterprises and before making decisions on budget cuts to take into account contractual 

obligations that Enterprises have to avoid interference in meeting the objectives and the 

growth of outstanding liabilities; and 

 Analyse the possibility to develop advance reporting methods for all POEs, in order to 

produce reports on the results of the investments made which would serve as a basis for 

decision making in the future. 

We recommend the Chairman of the Board of Publicly Owned Enterprises to: 

 Cooperate and coordinate their activities with the POEPMU and respective municipalities 

in terms of securing infrastructure with aim at putting in operation facilities and provision 

of services to citizens; 

 RWC “Eko Regjioni” and RWC “Pastertia” as the beneficiary of funds for specific projects 

shall comply with all obligations arising from the Monitoring and Control Arrangements, 

and open separate accounts to manage funds for capital investments; and 

 POE “Drini i Bardhe” should put in place a completed database for projects funded, quality 

reporting and maintenance of documentation on the progress and implementation of 

projects. 

Responses of parties involved in audit  

The Ministry of Economic Development, Publicly Owned Enterprises Policies and Monitoring Unit 

and audited Publicly Owned Enterprises agreed with audit findings and conclusions, and 

committed themselves to make every effort to address the recommendations. 
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1 Introduction 

The Government of Kosovo is committed to the continuous improvement of delivering public 

service, and therefore it allocates a budget for capital investments on annual basis. Public funds are 

essential to improve the quality of public services to citizens. From 2012 to 2016 the Government of 

Kosovo with the exception of local government funded 38 projects with a duration of two to five 

years amounted to €26,715,556. See Annex 2. 

In Kosovo, public services such as energy, telecom, railway transport, water supply, sewage and 

waste are managed by Publicly Owned Enterprises (POEs). The Government of the Republic of 

Kosovo has the exclusive authority in exercising shareholder rights of POE. Therefore, the 

government guarantees its citizens that POEs will act in accordance with the principle of 

competitive neutrality and will use public funds with efficiency, economy and effectiveness. 

Ministry of Economic Development as the representative of the Government should take reasonable 

decisions in order to improve public services and the way capital investments within the POEs are 

managed. To achieve this, the MED should have adequate systems for identification and evaluation 

of such investments including their monitoring. 

This report examines how the Government of Kosovo manages the program of capital investments 

and the related risks and therefore it is organized in three parts: 

 Procedures for financing capital investment funds from MED 

  Their monitoring system by POEPMU, and 

  Management and execution of projects by POEs. 

National Audit Office decided to carry out this audit in order to hold responsible actors into account 

for how public money is used and reported, by preserving the interests of citizens. 
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1.1 Audit Problem  

As problem indicators we initially considered the reports of the financial audit carried out by the 

NAO, namely the report of the Financial Statements on the Ministry of Economic Development in 

20151, and according to this report, MED has sector strategies of economic development in place but 

it did not draft the overall strategy for the Ministry. Lack of strategy leads to the fact of being unable 

to identify the objectives and priorities of supporting capital investments. 

Whilst, POEs’ Annual Performance Report for 20142 indicated the difficulties in monitoring the 

work by POEPMU and setbacks in communications with the Shareholder. 

Therefore as a result of the issues reported we are focused on the following issues: 

 Setting of priorities and planning for financing POEs’ capital projects, relevant legislation 

and regulations; and 

 Functioning of corporate governance, monitoring and cooperation between POEPMU and 

POEs. 

1.2 Audit Objective 

The objective of this audit is to assess the way capital investments were managed and monitored by 

responsible actors within the MED, namely POEPMU and POEs. Further on, to verify to what extent 

have the terms specified in the agreements concluded been considered (MCA) 3.  

Our report provides an overview on the level of implementation of the recently finalised projects 

and those in progress against objectives set for certain projects, the cost of implementation and time. 

Furthermore, the purpose of this audit is to give recommendations to the relevant parties to improve 

the management and monitoring in the efficient and effective implementation of capital projects. 

The aim of this audit is to increase the transparency and accountability of the actors responsible for 

the way capital investments are used including the improvement of services to citizens. 

  

                                                      
1  2015 Annual audit report on financial statements for MED 
2 2014 POEs Annual Performance Report 
3 Monitoring and Control Agreements signed between POEPMU and POEs 



ZYRA E KOMBЁTARE E AUDITIMIT – NACIONALNA KANCELARIJA REVIZIJE 
NATIONAL AUDIT OFFICE 

 
3 

1.3 Audit Questions 

In order to come to more accurate conclusions and give more applicable recommendations, we will 

answer the following audit questions: 

 Is the monitoring system properly in place, and if not how can it be improved? 

 Are capital investments properly managed to achieve the goals, if not why? 

1.4 Audit criteria 

We assessed if the responsible actors involved in this process secured that the management and 

monitoring of capital investments are made in a timely and appropriate manner. To verify this, we 

have put the following criteria for MED: 

 MED through its internal mechanisms should ensure that all procedures are being properly 

adhered. The Ministry should have regulations for responsible actors and it should monitor 

their work; 

 MED should have a supporting document for POE projects in place based on which it should 

divide capital investments for POEs by priorities; 

 Communication and cooperation between responsible actors involved in project 

implementation should be in place; 

 MED should have an internal guide/regulations specifying the exact conditions and 

requirements of regular financial reconciliations when carrying out works and completion 

of documentation for investment projects; 

 MED should establish an integrated reporting system for the purpose of assessing the effect 

and efficiency of project implementation; 

 Agreements signed between the MED, namely PPOEPMU and POEs should contain clear 

and sufficient criteria in order to ensure the progress of the entire project implementation 

process; 

 Capital projects proposed by POEs should be in line with the intended objectives and 

foreseen in the business plan; 

 Projects proposed for funding must be prepared according to the priorities of POEs, 

including all data on the scope of the project, financing, reasoning and the outcome after the 

projects are implemented; 

 Capital projects approved should be placed in the Budget Law and the Public Investment 

Programme (hereinafter: PIP); 

 Capital projects should be implemented in accordance with the Law on Public Financial 

Management (hereinafter: LPFMA), the Law on Public Procurement (hereinafter: LPP) and 

the Treasury Rules on spending public money; 
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 Reporting according to MCA on the implementation of projects, quarterly reporting, IA 

annual reports and other reports as required by the MED, namely POEPMU; and 

 Physical and financial progress of the project and the process. 

1.5 Audit Scope and Methodology 

The scope of audit is MED, namely POEPMU and POEs:  POE “Infra Kos” – Fushe Kosovo, RWC 

“Radoniq” - Gjakova, RWC “Drini” - Peja RWC “Eko Regjioni” - Prizren and RWC “Pastertia “- 

Ferizaj. This audit will cover the audit of capital investments in these POEs for the 2014 -2016 period. 

In order to carry out the audit, we have used various methods to answer the audit questions. As 

part of this audit will focus and will: 

 Analyse existing legal framework and Monitoring and Control Agreement concluded 

between MED and POEs; 

 Analyse the process of their implementation; 

 Interview responsible officials; 

 Analyse processes, existing procedures are in place for managing projects; 

 Review of key controls implemented by MED and accountable officials within publicly 

owned enterprises in relation to project management; 

 Review and analysis of documents related to the implementation of projects; 

 Assess whether the tools are used for the intended purpose; 

 Physically examine projects; and 

 Whether the goal for projects implemented has been achieved. 
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2 System description  

2.1 The Government as a shareholder  

Government of Kosovo and MED have an obligation towards citizens to provide better quality 

public services, such as supply with electricity, supply with drinking water, provision of public 

transport to citizens by railway, water irrigation for their agricultural properties, securing cleaner 

environment through waste collection and communication services with world through 

telecommunications. 

MED as a representative of the Government, except providing quality public services to citizens, 

should ensure financial stability and ongoing growth in the value of assets for POEs. 

MED is responsible for drafting policies and strategy for the overall economic development of the 

country. Rapid development and sustainable economic development for Kosovo will depend 

greatly from the implementation of policies, laws and adequate economic and structural reforms. 

MED within its mandate will contribute to sustainable economic development by meeting its 

objectives4.  

To achieve these objectives in the Budget Law, funds are allocated to MED to support capital projects 

in Central and Local POEs. 

2.2 Operation and governance of Central and Local Publicly 

Owned Enterprises 

Publicly Owned Enterprises in Kosovo operate under the principles of corporate governance for 

publicly owned enterprises the Organization for Economic Cooperation and Development (OECD). 

These principles are not mandatory, but serve as a good basis for the implementation of good 

practices from experiences of different countries on issues on POEs’ management. 

The corporate governance of POEs in Kosovo is regulated by the Law on Publicly owned 

Enterprises5. Under this law, POEs are joint stock companies and operate in line with the Law on 

Business Organisations6. 

                                                      
4 Development Strategy 2012-2014, page 2-4 
5 Law no.03/L-087 on Publicly Owned Enterprises and Law no. 04/L-111 on amending the Law no. 03/L-111 on 

Publicly Owned Enterprises  
6 Law no. 02/L-123 on Business Organisations 



ZYRA E KOMBЁTARE E AUDITIMIT – NACIONALNA KANCELARIJA REVIZIJE 
NATIONAL AUDIT OFFICE 

 
6 

The state must act as an informed and active owner, ensuring that governance of POEs is carried 

out in a transparent and accountable manner with a high degree of professionalism and efficiency.7 

Law on Publicly owned Enterprises no. 03/L-087 established a legal framework for the regulation, 

functioning and property rights within publicly owned enterprises. Under this law POEs are 

categorized into: 

 Central POEs; 

 Regional POEs; and 

 Local POEs. 

In Kosovo there are 9 central POEs, 8 regional POEs and 44 local POEs. Out of 44 local POEs as a 

total, 23 are bus stops, nine companies operate in the field of waste collection, two companies are 

water and waste companies, two heating companies, three companies for residential and one in 

areas such as greenery, market, recreation, water supply and urban traffic. Central and Regional 

POEs are owned by the Republic of Kosovo where with 100% of the shares as a shareholder is MED 

as a representative of the Government. POEs are governed by the Board of Directors appointed by 

the Government of Kosovo. 

In order to support the Government in exercising responsibility over Central enterprises and boards 

established Publicly Owned Enterprises Policy and Monitoring Unit (POEPMU) within the MED. 

While local POEs are monitored separately by each municipality, where the company’s 

shareholders are respective municipalities or several municipalities. If a Local POE provides 

services to more than one municipality, the ownership percentage of each municipality is equal to 

the percentage of registered clients of this POE in that municipality. 

When a municipality is a shareholder in a Local POE, its shareholder rights are exercised by a 

Municipal Shareholder Committee, which consists of one member appointed by the Mayor and two 

other members appointed by the Municipal Assembly. 

  

                                                      
7http://www.oecdilibrary.org/docserver/download/2615061e.pdf?expires=1487922061&id=id&accname=guest&check

sum=84EE8B64F6F20E9B41C4965D362BF14B 

http://www.oecdilibrary.org/docserver/download/2615061e.pdf?expires=1487922061&id=id&accname=guest&checksum=84EE8B64F6F20E9B41C4965D362BF14B
http://www.oecdilibrary.org/docserver/download/2615061e.pdf?expires=1487922061&id=id&accname=guest&checksum=84EE8B64F6F20E9B41C4965D362BF14B
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3 Audit findings 

In this chapter, we present the findings related to the shareholder as a key actor financing of POEs 

and implementation of capital projects by POEs. 

3.1 MED strategic priorities for financing capital projects for POEs 

Planning is a key element of an effective internal control system and includes strategic plans, 

operational and financial requirements, which should be driven by policy initiatives of the Budget 

Organisation. This ensures that government policies are implemented and supported. This project 

should foresee the need for monitoring, evaluating and reporting the objectives set out in the 

operational plan. 

 MED developed sectorial strategies of economic development and it also has a medium-term 

priority policy statement 2014-2016 where a number of objectives have been defined. Among 

them reforming and restructuring of POE at a cost of €10,189,801 were planned. However, 

MED failed to carry out analytical studies for setting the priorities which POEs will be 

financed and did not carry out feasibility assessment of capital investments which would 

allow to identify problems and address them. 

 Further on, a document is not yet drafted, which would include issues, strategic goals and 

objectives, including capital investments for POEs. This document would provide the basis 

for drafting the operational planning and facilitate monitoring of progress towards 

achieving the desired outcome. 

According to the Law on POEs, POEPMU should until the end of 2016 draft and approve the annual 

report on the performance of POEs for 2015 for which they should report to the Assembly. 

 Annual performance report on POEs for 2015 had not yet been finalised by the time of our 

audit, but it was in the drafting stage. Through this report, besides the disclosure of 

individual information for all the POEs we disclosed data regarding the financing of capital 

projects. 
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3.2 Financing of Capital Investments for POEs from Kosovo 

Budget 

In the Budget Law, the Government of Kosovo annually allocates funds within the category of 

Capital Investments to MED for central and local POEs. The Government for 2014-2016 allocated 

funds for capital investments for POEs in the amount of €25,779,427 while the total state budget for 

three years was €5,057,697,653. The total capital investments on state level for 2014-2016 were € 

1,534,711,147, while CIs for POEs remain the same of €25,779,427. 

MED, through the POEPMU as a financer of POEs signed a monitoring and control agreement 

(MCA) with POEs for financing of capital projects. Chart 1 presents capital investments in relation 

to the total state budget, whilst Chart 2 presents overall CIs in relation to Vis allocated for POEs. 

Chart 1.                                                                                                Chart 2. 

 

From Chart 1 and 2 above we see that the share of capital investments for POEs compared with the 

overall state budget and the one for capital investments is very low, we noticed that from 2014 to 

2016 the budget allocated was around -+ 1%. To assess whether the Government of Kosovo supports 

sufficiently POEs to enhance public infrastructure in order to provide the best possible possible 

services to the citizens we analysed the financing of some POEs by the Government. 

The Audit highlighted that the budget allocated by the Government for POEs is quite low, POE 

“Infra Kos” faced budget cuts, whereby some projects are at risk not to be executed. 

“POE Infra Kos” cannot cover operating costs with their own funds because of the high maintenance 

and development costs in railway infrastructure. Therefore, it needs financial resources for capital 

projects by the Government for further functioning. 

As seen in Chart 3 POE “Infra Kos” faced with decline of financing by MED for years. 
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Chart 3. Infra Kos Investments by the Government of Kosovo for 2012-2014 

 

According to data presented in the chart above, this enterprise had ongoing budget cuts over three 

years. In 2014, this enterprise received a budget of €1,800,000 from the Government, and the fund 

allocated in 2016 was €1,100,000. 

Despite budget allocation by the Government, namely MED in early 2016, the company faced two 

budget cuts this year. 

In early 2016, MED signed MCA for financing projects in the amount of €1,100,000. Under budget 

review for 2016 the budget of Infrakos is reduced from €1,100,000 to € 871,274 and until the end of 

the year, the decline continued to €781,274. Budget cuts within the year have led to around 30% less 

funds for executing certain projects. 

 The Government of Kosovo and MED did analyse nor assess the possible consequences of 

budget cuts for “POE Infra Kos” or at least notify POE in time when it comes to these budget 

cuts in order not to enter into contractual obligations with economic operators. After signing 

to MCA, POE Infra Kos contracted out economic operator to finalise the projects based on 

the budget allocated. As a result of budget cuts, POE at the end of the year resulted in 

outstanding liabilities in the amount of €37,542. 

Besides budget cuts, two of the audited POEs, RWC “Pastertia” and RWC “Eko Regjioni” faced full 

termination of financing. For 2015 and 2016 these POEs did not have funds allocated by the MED 

and they are not further informed why they will not be financed. The core business activity of these 

POEs relies on equipment and machinery. Whilst, one of the priorities of the Government in the 

National Development Strategy 2016-2021 is Sustainable Waste Management. According to the 

Strategy, the Government aims to facilitate more efficient waste management in Kosovo by 

investing in infrastructure management and consolidation of public waste collection companies. 
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3.3 Monitoring, control system and supervision of projects by the 

POEPMU 

General monitoring principles 

According to European Union Standards and good practices, monitoring aims to improve the 

efficiency and effectiveness of project/program8. It is based on the objectives set and activities 

planned during the planning phases of work. It helps in keeping the work in the right path, and 

may notify management when things do not go well. The purpose of monitoring is to measure and 

evaluate the performance of projects and programs implemented. 

POEPMU monitors projects based on MCA, whereby this document foresees criteria to be met by 

POEs. Points of MCA cover quarterly reports on the physical progress of implementation of projects, 

while after 2014 it is foreseen to compile a report of the Internal Auditor of the concerned POE for 

each project. POEPMU performs monitoring through the reports it receives from the POE, which 

are defined in MCA, but according to our information from POE, this unit never did closely monitor 

the implementation of projects. Further on, this is confirmed by the POEPMU’s officials. 

 POEPMU has carried out evaluation based on reports received from the POEs and in some 

cases based on the evaluation of internal auditors’ reports within the respective POEs. 

However, it did not use quantitative methods for evaluating projects that would provide 

data and statistics, which could be measured, compared and processed. 

 POEPMU did not directly observe and monitor ongoing capital projects to ensure that the 

overall purpose of the project is achieved. As a result of this, analysis of evaluation, 

interpretation of results and the overall impact of capital investment projects were not made. 

 POEs as beneficiaries of funds have reported on regular quarterly basis in financial and 

physical terms as foreseen by MCA. But, POEPMU has no unified reporting or a database 

(platform) for all POEs where they should report investment results and where 

problems/challenges would be presented when it comes to capital projects. This reporting 

would serve the shareholder to reflect the financial position and the performance, assisting 

him to take remedial measures in time9 

  

                                                      
8 Guidelines for the Management Circular projects, prepared by Europe Aid, with the help of Programme: the helpdesk 

and Training program on Aid Delivery Methods. funded by the European Union, 2003-2004. 
9 OECD-Guidelines-Corporate-Governance-SOE 2015 
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According to the Law on POEs, POEPMU should prepare and propose procedures for the 

supervision and monitoring of Central POEs.  

 MED drafts strategic policy for subsidising POEs annually and it provides supervision and 

monitoring of the use of the budget, but this document does not foresee monitoring 

procedures for Publicly Owned Enterprises. MED carries out the annual supervision and 

monitoring of POEs mainly based on MCA where criteria are defined and which should be 

met by POEs. However, POEPMU does not have procedures/ guidelines for 

supervision/monitoring of POEs in place including for the project implementation process 

that it finances. This document will serve as a basis for signing MCA between POEPMU and 

POEs specifying procedures for all phases. 
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4 Implementation of Projects 

The overall goal of the project for POEs is defined in writing by the Public Investment Programme, 

whereby through their implementation, the solution of specific problems will be found or any need 

for the POE will be met. With the implementation of these projects is aimed at socio-economic 

development and benefit to the local population in certain areas.  

We have audited six capital projects financed by the MED for 2014-2016 for five POEs. The projects 

implementation period for central POEs was 3 years whilst one year for local ones. The total cost of 

these projects is foreseen around €7,500,142, whilst expenditures made till the end of the year 2016 

amounts to €5,063,554. 

In order to achieve the goal foreseen, MCA was signed between MED and respective POEs based 

on criteria which are set to be met and funds were allocated for capital investments. POEs should 

use these funds efficiently and effectively.  

When it comes to the procedures we have verified that POEs have led all procurement procedures 

under the Law on Public Procurement. Projects are carried out under the terms provided in the 

contract and under the MCA. Regular reporting was made to MED for projects through certain 

stages, including the preparation of physical and financial progress reports. With the exception of 

RWC “Eko Regjioni” and RWC “Pastertia” did not manage capital investments funds in separate 

accounts foreseen under the agreement. These findings are presented within this report. 

Below we presented the implementation of capital projects for six POEs, which indicate how 
effective POEs were in implementing these projects.  
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Figure 1. Implementation of capital projects foreseen for 2014-2018 

 

From this we can see that four (4) out of six (6) of the audited projects were executed 100% and two 
projects were implemented from 40 to 70%. Projects on Derivative Basin Canal and drinking water 
line of Radoniq remained to be completed within next 20 months, since the work should be 
completed in 2018. Financing of individual projects and cost of capital investments for each POE 
can be found in Appendix 1. 
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The following we specifically present the implementation of these projects for each POE.  

RWC “Radoniqi” and investment by the Government  

The following is a figure on the areas covered by RWC “Radoniqi” with services provided to citizens 

in these regions.  

 

 

RWC “Radoniqi” is a publicly owned enterprise for production and distribution of drinking water 

for the region Gjakova, Rahovec and Lumbardh. The company “Radoniqi” is a regional publicly 

owned enterprise, owned by the Government of Kosovo. RWC “Radoniqi” serves to 86 villages and 

three municipalities: Gjakova, Prizren and Rahovec covering water and sewage system services. 

RWC “Radoniqi” is financed from own resources, but for 2014-2016, the Government of Kosovo 

financed two capital projects in the amount of €2,480,610. In order to present these investments, we 

have tested two projects financed by the Government for this POE.  
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Project 1: Drinking Water Line from the Radoniqi basin, Anadrini line  

In the Company’s business 

plan, this project was a key 

priority for investment. The 

aim of this investment was to 

improve water quality and 

increase water capacity for 

500 litters/second which 

would be achieved by 

constructing a derivative 

canal. According to the 

analysis of water made in the 

laboratories of RWC 

“Radoniqi” it showed that the 

water quality has improved. By constructing this canal, water smell is eliminated which was a result 

of erosion. The project started in 2014, and by the end of 2016, 40% of works were carried out with 

a value of €1,094,871. According to projections, this project is expected to be completed in September 

2018 with a total cost of €2,768,648.  

Project 2: Derivative Canal for Radoniq basin 

Furthermore, this project has been one of the priority projects for the company. The aim of this 

investment was to increase the amount of water in order to supply 41 villages with water. The 

project started in 2014, and by the 

end of 2016, 70% of the works were 

performed according to forecasts 

and this project is expected to be 

completed in September 2018 with a 

total cost of €2,093,786.  

When it comes to meeting the goal to 

increase the capacity of water and 

increasing the quantity of water in 

order to supply the water to 41 

villages, the project is being executed 

according to the foreseen project 

plan. This project is ongoing and is 

expected to be completed in September 2018.  
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POE “Infra Kos” Railway Infrastructure in Kosovo and Government Investments  

POE “Infrakos” manages and maintains 335 km of existing railway lines that cover the entire 

territory of Kosovo. Infrakos main activity relates to the construction, maintenance and 

rehabilitation of railway infrastructure, so this infrastructure guarantees safe movement of 

passenger trains and freight. However, POE Infra Kos is facing poor conditions in terms of 

infrastructure and the inability to complete its functionality. MED from 2014 to 2016 has financed 

capital projects in the POE in the amount of €2,212,070. Infrakos signed nine contracts for various 

projects which have helped to achieve the goals for further operation. 

We tested the investment from MED in 

projects financed by this POE. 

Machinery was purchased with these 

funds which regulates and replaces 

train sleepers and this amounted to 

€460,861. Other projects funded by the 

government related to the maintenance 

and rehabilitation of the railway 

infrastructure and the purchase of some 

equipment (machinery) required for the 

establishment and development of 

railway infrastructure. 

We have found that the equipment is 

purchased according to the 

requirements foreseen for these projects, which contributed to meeting the needs and improving 

the infrastructure and services of the POE. Funds for these projects are spent in line with the 

intended purpose. 
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RWC “Eko Regjioni” and investments by the Government  

Regional Waste Company “Eko-Regjioni” JSC Prizren is a local POE for waste collection and 

transportation in the region of Prizren, Dragash, Suhareke, Rahovec and Malishevo which at the 

same time are shareholders of the company. 

Secondary activities of the company in addition to the waste service is street cleaning, washing and 

sweeping, maintenance of green oasis, maintenance of public locations etc.  

MED financed this local POE to construct three administrative buildings in the municipalities of 

Dragash, Rahovec and Suhareke in order to accommodate the working staff. The cost for these three 

premises was €122,188. 

Three premises are visually the same, so as for illustration purposes we presented the project 

financed in the amount of €41,706 in the Rahovec municipality. Further on, two other premises in 

Dragash and Suhareke are built with roughly the same plan and financial cost. These premises were 

built and completed in 2014, but during the physical examination, we found that the premise in 

Dragash isoperational, while the premises 

in Rahovec and Suhareke are not 

operational since 2015 and usable by 

working staff due to failure to complete 

electricity network infrastructure, water 

and sanitation, these obligations taken by 

municipalities. Despite requests from the 

POE to put these premises into operation, 

the municipality of Suhareka and Rahovec 

have failed to secure the budget to support 

the concerning enterprise.  

Although the main objective of this project 

was achieved with the construction of 

three administrative buildings in the three 

municipalities Rahovec, Suhareke and 

Dragash, the project did not reach the 

intended purpose since it was not put into 

operation. From administrative premises foreseen under the project only municipality of Dragash 

carried through relevant obligations on time providing the necessary infrastructure for the 

functioning of the premise foreseen in this municipality.  

Therefore we consider that the responsibility for completing the project up to the full functioning 

belongs to respective municipalities, for which municipal officials have stated that the premises are 

expected to be covered financially in terms of infrastructure by municipalities. Construction of these 

facilities in time and use of funds as intended means that the project is efficient in terms of resources 

used. However, failure to put two premises into operation shows non-achieving results. 
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When it comes to the procedures we have verified that the POE “Eko Regjioni” has led all 

procurement procedures according to the law. An exception is that POE “Eko Regjioni” did not 

manage funds for capital investments in separate accounts as required by MCA where the capital 

projects beneficiary companies should open a separate bank account for management of funds 

dedicated specifically to the project. The funds are managed on behalf of the company which 

presents a risk that these funds could be spent for other operational purposes and not for certain 

projects. 

 Further on, under the law on POEs, all enterprises should develop a business plan, which 

foresees projects by priority and their implementation. These projects are foreseen in the 

business plan for 2014-2016 but the plans are not approved by the Board of Directors (BoD). 

Failure to approve the plan by the Board may result in non-implementation of projects 

according to priorities. 

RWC “Pastertia” in Kosovo and Government Investments  

RWC “Pastertia” is a local POE which provides services on waste management. This enterprise 

consists of units in Ferizaj, Shtime and Kaçanik which are consolidated within this enterprise. The 

activity of this company is providing service to all citizens in this region, the primary activities of 

this company are waste disposal, ensuring cleanliness etc. 

MED financed the local POE to purchase auto vacuum equipment and garbage truck in 2014 at a 

cost of €143,449.  

We tested the purchase of garbage truck at a cost of €94,800, purchase of used truck of €15,850 and 

purchase of auto vacuum under a cost of €14,800.  

The purpose of these investments related to building a technical capacity of the company to ensure 

that the cleaning services are being carried out according to the standards set. In the business plan, 

the project is foreseen as a high priority for 

the company. 

 RWC Pastertia considered all points of 

MCA except that it did not manage funds 

for capital investments in the separate 

account as required by MCA where 

companies benefiting from capital projects 

are obliged to open a separate bank account 

for managing funds dedicated specifically 

to the project.  Funds are managed on 

behalf of the company which presents a 

risk that these funds could be spent for 

other operational purposes and not for 

certain projects. 
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We have verified that the equipment has been purchased according to the requirements set, which 

has contributed to meeting the needs and improving the delivery of services to customers in a 

professional manner and according to the standards. Funds for these projects are spent in 

accordance with the intended purpose. 

RWC “Drini i Bardhe” Peja, in Kosovo and Government Investments  

RWC “Drini Bardhe” is a central POE, where the company’s shareholder is the Government of 

Kosovo. This company provides irrigation services for the entire region of Peja and consists of units 

in Peja, Gurakoc and Decan. 

The activity of this company is to provide irrigation services for all citizens of Peja region.  

We tested the construction project of Isniq canal for agricultural irrigation at a cost of €105,236. This 

project has been foreseen as one of the priority projects for the company and it was foreseen in the 

business plan. Construction of Isniq Canal started and was finalised in 2014. The works were carried 

out in two segments: Segment I of length 1700m amounted to €53,259 and Segment II with length 

1300m amounted to €51,977. The purpose of this investment is the construction of the canal in order 

to promote the irrigation network and adding areas under irrigation of agricultural lands.  

According to reports submitted by RWC “Drini i Bardhe” on project progress it results that the 

tender is made with an advertisement for three Lots. The basis for financing this project was MCA 

signed between MED and RWC 

“Drini i Bardhe” in 2014 for the 

construction project of the Isniq canal. 

However, in MCAs signed for 2015 

and 2016 with the same title 

“Construction of Isniq Canal” for 

different projects and Lots continued 

with financing of two other projects. 

We have concluded that these are 

completely different projects 

respectively they are projects for 

construction of Strellc canal and 

brook Behovc. 

 Files on Isniq Canal project were incomplete and did not show real progress of the process, 

the documents also contained information about two other projects so files were not well 

administered; and 

 Separation and identification of documentation for three projects were included under the 

same name which brings uncertainty to the use of data for these two certain projects.  
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When it comes to the scope of the Isniq Canal project that we had sampled, during the physical 

examination, we found that the project has been completed and resulted in a good visual condition. 

Funds for this project were spent in accordance with the intended purpose. While projects for Strellc 

Canal and Behovc brook are continued to be financed by POEPMU under the same name although 

they are completely different projects. 

The fact that MED financed projects under the same name and with incomplete file, shows that 

projects were financed without any thorough review and analysis, as well as shows inefficient 

monitoring on Publicly Owned Enterprises.  
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5 Conclusions and Recommendations   

Overall Conclusions  

Ministry of Economic Development, namely the Publicly Owned Enterprises’ Policy and 

Monitoring Unit managed to support Publicly Owned Enterprises in meeting some of their 

objectives when it comes to the establishment of public infrastructure. The Ministry has put in place 

some control mechanisms to ensure that funded projects are being implemented according to the 

criteria. However, our audit has revealed that the mechanisms established by the Ministry are not 

fully effective for the progress of processes from planning of financing capital projects, their 

execution and monitoring. 

 The Ministry does not have a supporting document based on a program and National 

Development Strategy in place which would define priorities for the establishment of 

infrastructure within the Publicly Owned Enterprise. The Ministry drafted sectoral strategies 

for economic development, it has also a medium-term priority policy statement 2014-2016 

where a number of objectives are defined. However, the financing of capital projects by the 

Ministry is primarily made based on the requirements of the Publicly Owned Enterprise. 

Lack of strategic document as a key element of an effective an internal control system 

diminishes the accountability and transparency against the taxpayers and stakeholders 

regarding government priorities; 

 The Ministry prepared a POE subsidising policy but it did not draft guidelines or standard 

procedures of oversight and monitoring of Publicly Owned Enterprises. Consequently, it is 

impossible to consistently follow up projects in terms of costs, use of resources, 

implementation of activities, and achievement of results and management of risks; 

 During the budget review, the Government of Kosovo did not analyse and assess the 

possible consequences of the budget cuts for some of the Publicly Owned Enterprises. The 

budget for capital projects was reduced regardless of the fact that Publicly Owned 

Enterprises had already signed contracts with economic operators. Consequently, the 

Publicly Owned Enterprise had outstanding liabilities for the works which were completed; 

and 

 The Ministry did not put in place a unified reporting system of Publicly Owned Enterprise. 

This system would enable the Ministry to have a standardized and overall overview on 

capital projects. Further on, it did not make any assessment of financed projects when it 

comes to Publicly Owned Enterprises in order that the interpretation of the results is based 

on the analysis. 

Publicly Owned Enterprises as beneficiaries of funds from the Government have satisfactorily 

managed capital investments against achieving the goal for which funds have been provided. Four 

(4) out of the six (6) funded projects were executed at 100% while two other projects were executed 

from 40 to 70%. Execution of projects in general in increasing public infrastructure and this had led 
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to improving services to citizens. However, there are still shortcomings in putting projects fully in 

place and failure to fully meet the criteria. 

 Publicly Owned Enterprises have managed capital projects financed from the Kosovo 

budget in line with the intended purpose. Projects were executed in line with the 

requirements foreseen for these projects which has contributed to meeting the needs and 

improving the infrastructure and public services. However, a concern remains that two 

administrative facilities financed by the Kosovo budget were finalised in early 2015 by the 

Regional Waste Company “Eco-region” JSC Prizren but have not yet been put into operation. 

Failure to put in operation relates to failure to provide electricity and water and sewage 

infrastructure, which was an obligation of the Rahovec and Suhareke Municipalities. This 

has prevented the deployment of working staff in these facilities which would have an 

impact on improved services for the citizens in these municipalities; 

 Publicly Owned Enterprises for capital projects have followed all procurement procedures 

according to the law. They reported regularly to the Ministry for the implementation of 

projects throughout certain stages and prepared reports on physical and financial progress 

as well. Further on, the terms foreseen under Monitoring and Control Arrangements were 

largely considered by Publicly Owned Enterprises. However, budget and expenditure 

management for capital projects funded by the Ministry covering RWC “Eko Regjioni” and 

RWC “Pastertia” was not made in a separate account which was one of 17 criteria within the 

arrangement; 

 Publicly Owned Enterprise “Drini i Bardhe” did not properly maintain and complete capital 

investments files. Consequently, there was uncertainty in identifying and evaluating two 

projects. 
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Key recommendations   

Ministry of Economic Development and Publicly Owned Enterprises as key authorities in the 

country’s economic development and securing effective and efficient public services for the citizens 

of Kosovo should apply good practices and be sufficiently coordinated. The following 

recommendations may serve the Government or the Ministry to ensure that Publicly Owned 

Enterprises operate efficiently and effectively, increase transparency and accountability. 

We recommend the Ministry of Economic Development to: 

 Draft a supporting document based on the program and National Development Strategy of 
the Government of Kosovo for the purpose of prioritizing the objectives including 
investments for Publicly Owned Enterprises; 

 Draft and issue a procedure/guideline within an optimal timeframe, related to monitoring 
of enterprises in order to produce results on the monitoring of the progress of projects, 
timing of implementation and achieving results; 

 As a representative of the Government to address the budget issue to the Ministry of Finance 

in order to analyse the approved budget for capital investments in Publicly Owned 

Enterprises and before making decisions on budget cuts to take into account contractual 

obligations that Enterprises have to avoid interference in meeting the objectives and the 

growth of outstanding liabilities; and 

 Analyse the possibility to develop advance reporting methods for all POEs, in order to 

produce reports on the results of the investments made which would serve as a basis for 

decision making in the future. 

We recommend the Chairman of the Board of Publicly Owned Enterprises to: 

 Cooperate and coordinate their activities with the POEPMU and respective municipalities 

in terms of securing infrastructure with aim at putting in operation facilities and provision 

of services to citizens; 

 RWC “Eko Regjioni” and RWC “Pastertia” as the beneficiary of funds for specific projects 

shall comply with all obligations arising from the Monitoring and Control Arrangements, 

and open separate accounts to manage funds for capital investments; and 

 POE “Drini i Bardhe” should put in place a completed database for projects funded, quality 

reporting and maintenance of documentation on the progress and implementation of 

projects. 
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Annex 1 Projects financed for Publicly Owned Enterprises by the Government of Kosovo 

Publicly Owned 

Enterprises 
Title of the Project 2014 2015 2016 Total of financing for three years 

RWC "Radoniqi" JSC 
Construction of the 

drinking water line 
       249,999           250,000            594,873                                       1,094,872  

RWC "Radoniqi" JSC 
Construction of the water 

derivative basin 
       399,994           299,998            685,747                                       1,385,739  

RWC "Drini i Bardhe" JSC 
Construction of the 

irrigation canal 
       105,237                                              105,237  

"Infrakos" JSC 

Maintenance of railway 

lines and the purchase of 

equipment 

       731,087           699,911            781,072                                       2,212,070  

RWC "Ekoregjioni" 
The construction of three 

administrative premises 
       105,954             16,234                                            122,188  

RWC "Pastërtia" 
Purchase of equipment and 

machinery  
       132,000             11,449                                            143,449  

€uro     1,724,271  1,277,593 2,061,691                                 5,063,554  
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Annex 2. Projects financed for Publicly Owned Enterprises by the Government of Kosovo 

2012-2016  

Description  Project Code 2012 2013 2014 2015 2016 Total 

Kosovo Agency on Efficiency 14120                  21,150                21,150  

CDI Community Development Initiative 14355             3,000,000             3,000,000  

Hidroregjioni jugor 13934         287,017                  287,017  

HIDROSISTEMI RADONIQI 13922         249,999           250,000         300,734              800,733  

HIDROSISTEMI RADONIQI 13935         399,994           299,998         406,083           1,106,076  

RWC Bifurkacioni 13925         120,000                  120,000  

RWC Bifurkacioni 13929          150,000           192,460                342,460  

RWC DRINI I BARDHE JSC 13930          149,301             50,000                199,301  

RWC DRINI I BARDHE JSC 13940          160,000           258,115           39,650              457,765  

RWC Hidrodrini 13927          250,000           117,072                367,072  

RWC Hidrodrini 14098         429,814                  429,814  

RWC Hidrodrini 14161            41,295             81,800                123,095  

RWC Hidromorava 13931          206,758           170,250                377,008  

RWC Hidroregjioni jugor 13599          101,729                    -                  101,729  

RWC Hidroregjioni jugor 14248                  98,473                  98,473  

RWC Mitrovica 13926            92,382             98,660                191,042  

RWC Prishtina 13939          100,000                  100,000  

RWC Radoniqi-Dukagjin 13932            78,719                    78,719  
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INFRAKOS SHA 12898       625,697        41,658         54,978           100,000                822,332  

INFRAKOS SHA 13605        997,932       698,552               1,696,484  

INFRAKOS SHA 13804          731,087           699,911         354,509           1,785,507  

INFRAKOS SHA 30217       907,502     281,897      107,530           265,096             1,562,025  

KMDK 13933         200,000                  200,000  

RWC Ambienti 13936           62,925                    62,925  

RWC Ekoregjioni 13923         105,954             16,234                122,188  

RWC Pastertia 13937          132,000             11,449                143,449  

RWC Pastrimi 13928         150,000                  150,000  

RWC Qabrati 13703          85,944       27,259                  113,203  

RWC Qabrati 13924        100,000                  100,000  

RWC Uniteti 13938        191,164                  191,164  

KOSOVO POST JSC 14249                300,000         100,000              400,000  

KJI-LABORATORY 13609       424,127             268,950              693,077  

TREPCA KTA 12054          397,962           397,967         232,165           1,028,093  

TREPCA KTA 12997     930,000     635,000       634,758           627,507         132,992           3,043,590  

TREPCA KTA 12998   1,000,000      700,000      699,320           699,584         407,875           3,669,403  

TREPCA KTA 13921           65,834             34,690                100,525  

TREPCA KTA 14246                  19,600                19,600  

TRAINKOS JSC 10908    1,065,442     152,716          1,089,729         302,652           2,610,539  

€uro      4,528,641    3,319,274   7,176,329     8,858,996    2,586,359      26,715,556  
 


