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The National Audit Office of the Republic of Kosovo is the 

highest institution of economic and financial control which, 

according to the Constitution and domestic laws, enjoys 

functional, financial and operational independence. The 

National Audit Office undertakes regularity and performance 

audits and is accountable to the Assembly of Kosovo.  

Our Mission is through quality audits strengthen accountability 

in public administration for an effective, efficient and economic 

use of national resources.  

We perform audits in line with internationally recognized 

public sector auditing standards and good European practices.  

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base for 

holding managers’ of individual budget organisations to 

account. We are thus building confidence in the spending of 

public funds and playing an active role in securing taxpayers’ 

and other stakeholders’ interests in enhancing public 

accountability. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Regional Water Irrigation 

Company Drini i Bardhe J.S.C  in consultation with the Assistant 

Auditor General, Vlora Spanca, who supervised the audit.  

The report issued is a result of the audit carried out by the  Team 

Leader Ganimete Dalloshi and Valmira Jonuzi  team member  under 

the management of the Head of Audit Department Enver Boqolli.  
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Executive Summary  

Introduction  

This report summarises the key issues arising from our audit of the 2017 Annual Financial 

Statements of Regional Water Irrigation Company Drini i Bardhe J.S.C, which determines the 

Opinion given by the Auditor General. The examination of the 2017 financial statements was 

undertaken in accordance with the International Standards on Supreme Audit Institutions (ISSAIs). 

Our approach included such tests and procedures as we deemed necessary to arrive at an opinion 

on the financial statements. The applied audit approach is set out in our External Audit Plan dated 

11/09/2017.   

Our audit focus has been on: 

 

The level of work undertaken by the National Audit Office to complete the 2017 audit is determined 

depending of the quality of internal controls implemented by the Management of the Regional 

Water Irrigation Company Drini i Bardhe.   

The National Audit Office acknowledges the Senior Management and Staff of the Regional Water 

Irrigation Company Drini i Bardhe for cooperation during the audit process. 

Opinion of the Auditor General 

Disclaimer of the Opinion 

Due to the lack of sufficient and adequate audit evidence we were not able to express an opinion on 

AFS for 2017. 

For more, please refer to Section 1.2 of this report.  

Annex I explains the different types of Opinions applied by the National Audit Office. 

The Annual Financial 
Statements

Financial 
Management and 

Control

Implementation of 
Prior and earlier year 

Recommendations 
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Key Conclusions and Recommendations  

 

 

 

 

The Chairman of the Board agreed with the audit findings and conclusions, and committed to 

address all given recommendations 

  

We were not able to obtain 
sufficient and adequate audit 

evidence to secure a basis for our 
audit opinion for the 2017 AFS.

The Chairman of the Board should analyse 
the reasons for Disclaimer of Opinion and 
identify actions required to enable a true 
and fair representation of AFS (see issues 

within Basis for the Opinion). 

Regarding Financial Management 
and Control, numerous 

shortcomings have been identified 
in all areas.

The Chairman of the Board should 
undertake action in order to eliminate the 

weaknesses in the FMC area (see issues 2 to 
13).

Prior Year Recommendations were 
not addressed. As a result, the 

same weaknesses were repeated in 
2017.

The Chairman of the Board should 
implement a rigorous process to ensure that 

prior year recommendations are actively 
addressed where key issues/progress are 

reported to management on a monthly 
basis (see issue 14).

Governance arrangements related 
to accountability, risk management  
and mangement reporting are poor. 

The Chairman of the Board should ensure 
that the reporting and accountability 

process has improved, and the process of 
risk  management plan has started (see 

issues 15 to 20).
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1 Audit Scope and Methodology 

Introduction  

The National Audit (NAO) is responsible for carrying out a Regularity Audit which involves the 

examination and evaluation of Financial Statements and other financial records and expression of 

opinions on: 

 Whether the financial statements give a true and fair view of the accounts and financial 

affairs for the audit period; 

 Whether the financial records, systems and transactions comply with applicable laws and 

regulations;  

 The appropriateness of internal controls and internal audit functions; and 

 All matters arising from or relating to the audit. 

Audit work undertaken reflected our audit risk assessment for Regional Water Irrigation Company 

Drini i Bardhe J.S.C. (hereinafter: Drini i Bardhe). We have analysed the Drini i Bardhe business to 

the extent to which management controls can be relied upon when determining the overall testing 

required to provide the necessary level of evidence to support the Auditor General’s (AG’s) opinion. 

The following sections provide a more detailed summary of our audit finding with emphasis on 

observations and recommendations in each area of review.    

Our procedures included a review of the internal controls, accounting systems and related 

substantive tests and related governance arrangements to the extent considered necessary for the 

effective performance of the audit. Audit findings should not be regarded as representing a 

comprehensive statement of all the weaknesses which exist, or all improvements which could be 

made to the systems and procedures operated. 
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2 Annual Financial Statements and other External 

Reporting Obligations   

Introduction  

Our audit of the Annual Financial Statements (AFS) considers both compliance with the reporting 

framework and the quality and accuracy of information presented in the AFS. AFS have been 

prepared and signed by the Chief Financial Officer and Treasury (CFOT) and the Chief Executive 

Officer (CEO) and submitted for approval to the Board of Directors (BoD). 

The AFS approved by the BoD incorporate a number of assertions relating to compliance with the 

reporting framework and the quality of information within the AFS.  These assertions are intended 

to provide the Shareholder and wider public with the assurance that all relevant information has 

been provided to ensure that an audit process can be undertaken.   

2.1 Audit Opinion  

Disclaimer of Opinion  

We were engaged to audit the annual financial statements of the Drini i Bardhe for the year ended 

on 31st of December 2017 which include the statement of financial position, Statement of Incomes, 

Cash Flow Statement, Statement of Changes in Equity and the Explanatory Notes.  

Due to the significance of issues described in the paragraph for the Basis for Disclaimer of Opinion, 

we have not been able to obtain the required audit evidence to create the basis for an audit opinion. 

Therefore, we will not express an opinion on the annual financial statements.   

Basis for Disclaimer of Opinion 

We were not able to express our opinion on the following reasons: 

1. The other short-term requirements presented in the AFS were €11,1350. However, the 

company does not possess any evidence regarding the composition of this amount and despite 

the implementation of the audit procedures we were not able to confirm the audit assertions. 

2. At the end of the year, the company inventoried assets and prepared an inventory report that 

did not comply with the asset register. The Inventory Report contains 27 assets (irrigation 

channels) that were not registered in the asset register, while neither the inventory report 

contained six assets that are in the asset register for which we were not able to obtain evidence 

regarding the completeness and accuracy of the assets and, consequently, their depreciation. 
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3. Liabilities to Employees (2008-2016) presented in the AFS of 2017 were €97,837. The Company 

provided evidence of employee obligations for the period 2013-2015 in the amount of €61,029 

and liabilities for former BoD in the amount of €23,303. Further on, during 2017, the company 

paid € 17,885, but these payments were not reflected in reduction of liabilities. Further on, the 

company does not possess evidence of employee obligations for the period 2008-2012. 

Considering what was said above despite applying audit procedures we have not been able 

to ascertain the situation of these liabilities at the end of the year as the company does not 

possess data on these liabilities. 

4. The deferred revenue from the grants presented in the AFS was €2,608,651. However, the 

company does not possess accounting records related to deferred revenues. Whereas, based 

on the assets register, the value of grants at the end of 2017 was €1,554,732, however, given 

that the assets register is not complete we cannot assume that the value of the assets obtained 

from the grants is correct and at the same time deferred revenues are accurate. Consequently, 

revenues from grants cannot be confirmed in the Income Statement. 

5. The nominal capital presented in the AFS was €1,147,934. In addition to the charter capital that 

is stated in the Company’s charter in the amount of €25,000, the company does not possess 

accounting records or other evidence relating to origin of this amount. We were not able to 

perform regular audit procedures for this amount. 

6. The Company did not keep accounting records regarding the retained earnings/losses and 

was unable to provide sufficient and adequate evidence for this item. 

7. Cash receipts in the AFS of 2016 were €62,216, whereas during 2017 the company recognised 

€48,960 as expenses for bad debts. The management of the company was unable to provide us 

with evidence regarding the accounts which it has recognised as bad debts, and due to this 

effect we are unable to confirm the accuracy of accounts receivable at the end of the year which 

was €45,361. 

8. The Company within the revenues from asset sales, recorded €15,066 which were generated 

from the sale of two tractors, an excavator and a compressor, however this value should not 

have been recognised as revenue but calculated the difference between net selling price and 

net value as gains or losses on the sale of non-current assets in accordance with IAS 16. 

9. Due to the lack of sufficient and adequate evidence, we were not able to confirm the accuracy 

of the cash flow statement and the statement of changes in equity. 

10. Explanatory notes do not provide complete and accurate disclosures of the items presented in 

AFS. For more details see subchapter 3.6. 

  



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

 

 9 

Other Issues 

The Annual Financial Statements of Drini i Bardhe for the year ended 31st of December 2016 have 

been audited by a private auditing company which has refused to give an opinion due to insufficient 

and inappropriate audit evidence for items of AFS. 

Responsibility of the Management and Persons Charged with Governance for AFS 

The Chairman of the Drini i Bardhe Board  is responsible for the preparation and fair presentation 

of financial statements in accordance with International Accounting Standards (IAS), International 

Financial Reporting Standards (IFRS) and Laws of Kosovo, as AFS have been prepared under the 

accrual basis of accounting, and for such internal control as management determines is necessary to 

enable the preparation of financial statements that are free from material misstatement, whether due 

to fraud or error. This includes the application of Law number 03/L-048 on Public Financial 

Management and Accountability (as amended and supplemented) and Law no.04/L-087 on 

Publicly Owned Enterprises (as amended and supplemented).  

The Chairman of the Board is responsible to ensure oversight of the Drini i Bardhe financial 

reporting process. 

Auditor General’s Responsibility for the Audit of the AFS 

Our objectives were to obtain reasonable assurance on whether the annual financial statements as a 

whole are free from material misstatement, whether due to fraud or error and give an audit opinion. 

However, due to the significance of issues described in the Basis for Disclaimer of Opinion 

paragraph, we have not been able to obtain the required audit evidence to formulate proper basis 

for an opinion. 

2.2 Compliance with AFS  and other reporting requirements  

POEs are required to comply with a specified reporting framework and other reporting 

requirements. We considered: 

 Requirements of Law no.03/L-048 on Public Financial Management and Accountability (as 

amended and supplemented); 

 Requirements of the Law no.02/L-123 on Business Organisations; 

 Requirements of the Law no.04/L-087 on Publicly Owned Enterprises (as amended and 

supplemented); 

 Requirements of the Law no.04/L-104 on Accounting, Financial Reporting and Auditing;  

 Requirements of the Law on Public Procurement (as amended and supplemented);  

 Requirements of the Instruction no.2/2013/MF on the Structure and Content of Annual 

Financial Reports 

 POEs are also required to prepare the following reports: 

o POE Charter; 
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o Business Plan; 

o Quarterly reports; 

o Annual reports; 

o Consumer satisfaction Report; and 

o Draft plan and final procurement plan in time. 

In our Interim Audit Memorandum dated 10/10/2017 we have raised several issues that may have 

an impact on the opinion. Issues raised were not addressed. Consequently, some financial 

adjustments were required in the draft financial statements dated 21/03/2018 in the statement of 

changes in equity, cash flow statement and explanatory notes. Despite our suggestions, we have 

identified the findings that we have presented to the basis for disclaimer of the opinion. 

Given the above, the approval made by the CAO and CFOT when the AFS are submitted to the BoD 

may be considered inaccurate because material errors have been identified during the audit.  

In the context of other external reporting requirements, we have identified the following non-

compliance:  

 The Business Plan contains the business and financial goals the company intends to achieve 

during 2017 as well as the approach to achieving these goals. However, the plan does not 

include deadlines for achieving these goals. 

 Quarterly reports of Drini i Bardhe for 2017 contain only a review of the financial 

performance of the respective quarter, meeting only one of the five legal requirements 

related to the content of quarterly reports as required by Article 31 of the Law on Publicly-

Owned Enterprises. 

 The company did not compile a procurement plan, as required by Article 8 of the Law on 

Public Procurement, since there are no procurement officers in place. 

2.3 Recommendations related to Annual Financial Statements 

Recommendation 1 The Chairman of the Board should ensure that a comprehensive analysis is 

undertaken to determine the causes of Disclaimer of the Opinion and actions 

are undertaken that issues which have affected the opinion are adjusted and 

not repeated.  

Further on, the Chairman of the Board should ensure that effective processes 

are in place to confirm that the 2018 AFS production plan formally addresses 

all compliance issues. This also includes Management review of the draft AFS 

with specific focus on high risk areas and areas where errors have been 

identified in previous years. The Statements should not be signed by the CEO 

and CFO unless all necessary checks have been applied before the same are 

submitted to the BoD.    
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3 Financial Management and Control 

Introduction 

Our work related to Financial Management and Control (FMC) reflects the detailed audit activities 

undertaken on Revenue and Expenditure Systems within Drini i Bardhe. Specifically, the focus of 

the audit was Budget management, Procurement issues, Human Resources as well as Assets and 

Liabilities. 

Financial Management and Control Conclusion 

Controls over Drini i Bardhe overall management were poor. Existing budget planning processes 

are not adequate and have not been supported with budget review in course of the year. 

Further on, management of expenditures and revenues needs improvement. As goods and services 

are purchased without procurement procedures, pension contribution costs did not present real 

costs, there is no regulation in place for expenditure management to secure controls in this area. 

Approval of decisions based on non-relevant articles, lack of a regulation on revenue management, 

determination of fees without criteria for application and incorrect accounting records are 

indications that internal controls in revenue management were inadequate. 

Further on, existing controls in management of non-current assets, receivables, cash, liabilities, 

retained earnings are not adequate. They have prevented accurate and complete recording and 

reporting of these accounts both in the accounting records and in the AFS. 

Other processes such as employee recruitment were not managed in line with legal requirements. 

Engaging employees for work without developing any competitive process and failure to notify  

applicants in writing, minimizes competition and increases the risk of engaging inadequate persons 

in certain positions. 
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3.1 Business Plan (Revenues and Expenditures) 

We have reviewed the sources of revenue and expenditure planned with the annual business plan 

according to the respective categories. This is highlighted in the following tables: 

Table 1. Table on Revenues and Expenditure according to annual plan for 2017   (in €) 

Description 
Initial 

Planning 
2017 

Outturn 
2016 

Outturn 

Revenues from Irrigation 53,500 50,845 37,346 

Revenues from other services 75,000 95,965 56,301 

Revenues from the sale of assets 0 15,066 0 

Revenues from Capital Investments Grants - MED 650,000 194,114 105,751 

Revenues from the agreement with the 
Municipality of Istog 

0 45,000 0 

Revenues from MED subsidies 0 49,220 260,583 

Total Revenues 778,500 450,210 459,981 

Salary expenditures 109,870 121,232 95,799 

Operating expenses 8,500 14,760 14,273 

Administrative costs  9,850 14,128 10,825 

Other costs 0 0 95,764 

Total Expenditures 128,220 150,1201 216,661 

Explanations about changes in revenue and expenditure planning are provided as follows: 

 Revenue planning from sales/services was significantly higher than previous year’s 

collection. Total revenues were €450,210, compared with €328,290 or 42% less than planned, 

although the revenues from irrigation and other services had exceeded the planned amount. 

However, there are discrepancies in planning and collection of revenues from capital 

investment grants - MED. 

 The company did not make the appropriate cost calculations. As a result, budget spending 

in relation to planning was exceeded by €21,900 or 17%. Poor planning is noticed in all 

categories, especially in operational and administrative costs, where the execution is much 

higher than the planned value. This high percentage of spending relates to the fact that the 

company while planning did not rely upon previous year’s expenditures. 

                                                      
1 Unlike the Income Statement, the total expenditure in this table does not include bad debts in the amount of € 48,960. 
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Issue  2 - Poor budget planning and failure to review it 

Finding  In the business plan, Drini i Bardhe presented budget planning for 2017. 

Revenues collected in relation to planning was only 58%. Meanwhile, the 

value of planned expenditures was exceeded by 17%. Deviations are 

especially noticed on the revenues from MED investment grants, where the 

planned value was €650,000, but according to the Memorandum of 

Understanding with MED on 22.02.2017 the approved amount was only 

€300,000. Further on, the company in the budget-related expenditure plan did 

not plan some of the expenses that have occurred. However, the company did 

not support it with a budget review where it would be reflected in the 

revenue and expenditure plan to ensure proper management of the company. 

Risk Poor planning processes, not taking into account the causes that may occur 

during the year, leads the company to failure to meet its objectives and cannot 

cover its costs by increasing its liabilities to suppliers. 

Recommendation 2 The Chairman of the Board should ensure that the business plan is based on 

the company’s real opportunities and revenue and expenditure execution is 

monitored systematically and major changes or deviations from the initial 

plan are reflected in a revised plan. 
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3.2 Statement of Financial Position (Balance Sheet) 

We have audited the Statement of Financial Position by testing the account balances as well as the 

transactions occurring during the year within these accounts. In addition to examining the 

accounting balance of accounts, we have also addressed aspects of compliance with laws and 

regulations and we have provided the following recommendations. 

Table 2: Balance Sheet of Drini i Bardhe on 31st of December 2017 

Assets 2017 2016  Liabilities and Equity 2017  2016  

Cash in the Bank 145,929 129,896 Accounts Payable 1,033 152,320 

Money in the Cash Box 578 0 Liabilities to 
employees’ salaries 

97,837 0 

Accounts receivable 45,361 62,216 Tax liabilities 2,007 0 

Other short-term 
requirements 

11,135 11,135 Deferred revenues 2,608,652 2,517,537 

Prepayments 234 234 Owners’ equity 1,147,934 1,147,934 

Land, buildings and 
equipment 

3,743,7012 3,859,701 Profit carried forward 245,392 130,301 

Ongoing investments 216,992 0 Profit of the Year 61,075 115,091 

Total Assets: 4,163,930 4,063,182 Total Liabilities and 
Equity 

4,163,930 4,063,183 

                                                      
2 This amount consists of: Land in the amount of €924,200, Buildings in the amount of €513,394, Assets- Irrigation Channels 

in the amount of €2,300,291 and Equipment purchased during the year in the amount of €5,815. 
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Issue  3 – Poor cash management within the cash register 

Finding  The company has a number of field cashiers who collect cash for services 

provided to customers. These funds are collected from the cashiers, but only 

part of them is deposited into the bank account, while the remainder is used 

for expenses through cash box. Our tests show incorrect records, as the cash 

outflow from the cash box was €211 higher than cash inflows. Further on, the 

company did not have internal cash management regulations as required by 

Article 7 of the Drini i Bardhe Charter. Further on, the company did not have 

a committee in place to confirm the cash register at the end of the year, and 

the amount presented in the AFS cannot be confirmed as accurate as 

accounting records do not provide such a balance. 

Risk Failure to deposit funds into a bank account prevents accurate collection of 

receipts. While the lack of regulation on cash management risks its 

inadequate management. Furthermore, failure to appoint the committee to 

confirm the cash box balance at the end of the year as well as inaccurate 

accounting records affect the inaccurate presentation of AFS. 

Recommendation 3 The Chairman of the Board should ensure that cashiers, once depositing 

funds at the cash register, are immediately deposited into the bank account. 

Whereas, by producing a special regulation for cash management setting the 

amount for filling the cash box, which is withdrawn from the bank with the 

respective description. While at the end of the year to appoint a committee to 

confirm the cash register, providing accurate cash value in cash box and AFS. 
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Issue  4 - Evident weaknesses in managing receivables 

Finding  Management of receivables is followed by irregularities. The POE has no clear 

policies on how to handle accumulated accounts for years and handling bad 

debts. Further on, there is no analysis  on the age of accounts and any 

assessment whether or not they can be collected. 

Shortcomings have also been identified in case of confirming receivables 

through confirmation letters. During our testing we noticed that: 

 In one case according to the client’s confirmation, the value of the debt 

to the company is €0, while in the company’s records, the value of the 

debt that the client owes to the company is €1,345. This has occurred 

due to the lack of accurate definition of the payment of the tax liability 

on the lease, which the client deduces from the monthly invoice value. 

 In one case, the amount of debt confirmed by the cashier is for €712 

lower than the amount in the accounting records. Due to inaccurate 

record logs we were not able to confirm the accuracy of this amount; 

and 

 In one case, the debt confirmed by the client was zero, while the 

amount of the debt in the accounting records was €3,600. According 

to the Finance Officer this has happened as a result of non-

reconciliation of data with customers. 

Risk Poor process of managing receivables and such as the lack of policies for 

handling with receivables, the lack of analysis regarding the age of these 

accounts, and the differences between the letter of confirmation and 

accounting records affect the inaccuracy of this item in the AFS. 

Recommendation 4 The Chairman of the Board should ensure that an internal policy related to 

the management of receivables is produced. Further on, he should strengthen 

the accounting controls so that any eventual changes and account 

adjustments are controlled and the system allows audit trails to show. Further 

on, the Board needs to carry out a comprehensive analysis of these accounts 

and in cases when the legal conditions are met, they should be identified as 

bad debts and uncollectible debts. While for other accounts, it should 

determine the strategy on how and within which deadlines they will be 

collected. 
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Issue  5 - Poor management of non-current assets 

Finding  During the audit of non-current assets, the following deficiencies have been 

identified: 

 Under Article 7 of the Drini i Bardhe Charter, the company should 

produce regulations containing provisions for its administration and 

operation. The company did not produce any asset management 

regulations which should be tailored to the needs and requirements 

of the company based on applicable standards and rules. 

 Accounting records should be a reliable source when drafting 

financial statements. We have noticed that the ongoing investments 

were not recorded in the accounting records, but the amount 

presented in the AFS relied upon solely on payments through the 

bank. 

 During 2017, Drini i Bardhë purchased a property (cobble) and 

consumable material (pellets) through a procurement procedure. 

When recording them in the accounting records, the company, 

besides property, had also registered the pellet in the amount of €1,750 

as an asset, although pellet is a consumable material. These records 

were also reflected in the AFS. Such recording overstates assets in the 

amount of €1,750 and understates the costs. 

 In addition to the acquisition of assets during 2017, the company did 

not register non-current assets in the accounting register. These assets 

are only recorded in a Excel format summary report. According to the 

management of the company this occurred due to the lack of defining 

ownership of the assets. 

Risk In absence of an internal regulation and a complete and accurate register of 

accounts, there is a increasing risk for poor asset management and potential 

misuse of assets. 

Recommendation 5 The Chairman of the Board should within a short time frame produce an 

internal regulation on asset management, describing all procedures for the 

use of assets (staff rights and obligations). Further on, to provide complete 

and accurate accounting records for all assets of the company. 
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Issue  6 - Incorrect Presentation of Tax Liabilities 

Finding  Any taxpayer of Value Added Tax (VAT) is obliged to calculate VAT collected 

on sales. While testing of revenues, we noticed that in 16 cases in the amount 

of €20,237, the company did not calculate and declare VAT, even though these 

sales were not exempted from VAT. 

Risk Failure to bill and declare VAT leads to understatement of tax liabilities and 

consequently improper financial statements. Also, it brings a risk of being 

penalised by the Tax Administration. 

Recommendation 6 The Chairman of the Board should ensure that the required adjustments are 

made and when VAT invoices are processed,  the VAT is calculated and 

declared. 

Issue  7 - Incorrect presentation of accounts payable 

Finding  The value of accounts payable at the end of the year was €1,033. However, 

the tests show that in one case the company had not recognized the property 

tax liabilities in the amount of €1,762, which was confirmed by letter of 

confirmation. But in the company records there is an amount of € 570 as a 

prepayment. This occurred because of incorrect records in the company’s 

accounting. 

Risk Failure to properly register the obligations may result in  the enforcement 

procedure applied to the company and the company incur additional costs. 

Further on, this affects the incorrect presentation of accounts payable. 

Recommendation 7 The Chairman of the Board should strengthen internal controls when 

financial records are registered. Further on, make sure that the necessary 

adjustments are made with the suppliers and errors in the accounting records 

are adjusted, and then necessary actions are undertaken to pay the 

obligations towards the suppliers. 
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3.3 Statement of Income and Expenditures 

Regional Water Irrigation Company Drini i Bardhe has all types of revenues it has generated during 

the year, expenses, and financial outcome presented in the following statement. 

Table 3: Statement of Income and Expenditures as of 31st of December 2017 

Revenues 2017 2016 

Revenues from sales/services 146,810 93,647 

Revenues from the sale of assets 15,066 0 

Revenues from the agreement with the Municipality of Istog 45,000 0 

Revenues from MED subsidies 49,220 260,583 

Income from grants 125,877 105,751 

Total Revenues 381,973 459,981 

Salary expenditures 121,233 95,799 

Administrative costs 14,128 10,825 

Operating costs 14,761 14,273 

Expense on Bad Debt 48,960 0 

Depreciation expense 121,816 128,229 

Other costs 0 95,7643 

Total Costs 320,898 344,890 

Profit / Loss before tax 61,075 115,091 

                                                      
3 Other expenditures include: €82,263.58 withdrawal from the private bailiff for unpaid liabilities and €13,500 for unpaid 

wages. 
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Issue  8 - Shortcomings in revenue management 

Finding  During the testing of this category we have noticed the following 

shortcomings: 

 Under Article 7 of the Drini i Bardhe Charter, the company should 

produce regulations that contain provisions for its administration and 

operation. The company did not produce any regulations, which 

would determine the rules, conditions and procedures for revenue 

management. 

 According to Law no. 02/L-9 on Agricultural Land Irrigation, Article 

8, the fees to be paid by associations and farmers shall be determined 

by the Supervisory Board of the respective company. The company 

did not issue a fee list where fees would be set when services are 

rendered. However, BoD issued decisions for setting fees based on 

Article 31.3 of the Law on POEs and based on Article 14 point 2.1.11 

of the company charter. However, these articles regulate the way of 

annual and quarterly reporting and not the way of setting tariffs. 

 Based on its charter, the company’s main business activity is the 

provision of irrigation supply services. In addition to these services, 

during the year, the company had also generated revenues from the 

consents it issues on applications from natural and legal persons 

seeking access to the company’s properties. However, as far as fees 

for consents were concerned, BoD had issued a decision in which the 

minimum payment was set at €100, while the other amount depends 

on committee’s estimates, without setting criteria for applying fees. 

As a result, in six cases in the amount of €2,600 different fees were 

applied, for which only in one case the committee set the fee, while in 

other cases it was impossible to identify who set the fee when billing. 

Risk Lack of regulation increases the risk that revenues are subject to error or 

manipulation. While approving decisions based on inadequate legal articles, 

it brings doubts on the validity of these decisions. Further on, the inadequate 

decision to set fees, based on the criteria on issuing consents, risks having 

different billing for the same services, this affects the reduction of company 

reputation and the possibility of litigation. 

Recommendation 8 The Chairman of the Board should ensure that a regulation on revenue 

management is produced, establishing clear procedures and controls, based 

on applicable standards and rules. Further on, ensure the issuance of a fee list 

for the services it offers, based on clear criteria and on the relevant legal basis. 
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Issue  9 - Failure to implement procurement procedures 

Finding  Publicly Owned Enterprises when purchasing goods and services are obliged 

to adhere to all procedures of the Law on Public Procurement (LPP). We have 

noticed that the company does not conduct procurement procedures for the 

purchase of goods and services, except for the purchase of non-current assets.  

Finding  In addition, the company in 10 cases in the amount of €3,588 did not have a 

contract for the supply of goods and services, which would specify all the 

rights and obligations. There was also no formal process of accepting goods 

and services. 

Risk Failure to comply with LPP risks that public funds for purchase are not used 

transparently and market competition is not considered. Further on, 

purchases made without relying on the contract and without formal 

acceptance process do not provide assurance of the occurrence and accuracy 

of the costs. 

Recommendation 9 The Chairman of the Board should ensure that purchases of goods and 

services are made fully in compliance with the Law on Public Procurement 

in order to achieve the required transparency and competition and ensure the 

efficient use of public funds. Further on, by putting in place relevant 

committees, ensure a formal process of accepting goods and services. 

Issue  10 - Lack of a regulation on expenditure management 

Finding  The company did not have any rules for managing expenditures and 

supplies, which should be tailored to the needs and requirements of the 

company, as required by article 7 of the Company’s charter. This has been the 

consequence of not assessing the importance of the regulation on expenditure 

and supplies management. 

Risk The lack of a regulation on expenditure and supply management creates 

uncertainty in budget management and increases the possibility of errors in 

payment processing. 

Recommendation 10 The Chairman of the Board should produce an internal regulation on 

expenditure and supply management, clarifying the responsibilities of the 

officials, the acceptance procedures of the supplies, the forms and their 

reporting periods. 
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Issue  11 - Inaccurate presentation of employer’s pension contributions 

Finding  The amount of pension contributions presented in the Income Statement was 

€9,620. However, based on the total payroll list, the employer’s contribution 

expenses were €5,572. This has been due to incorrect recording in the 

accounting registers and the lack of internal controls.  

Risk Failure to register and failure to properly present pension contributions 

results in overstatement of costs and consequently in reducing profit for the 

year.  

Recommendation 11 The Chairman of the Board should ensure that the necessary adjustments are 

made and accurate amounts  are presented in the financial statements.  

Issue  12 - Human Resources Management not in line with legal requirements  

Finding  While testing of this category, shortcomings have been identified as follows:  

 According to Article 8 of the Law on Labour, the Public Sector 

Employer is obliged to announce public vacancies each time they hire 

an employee and establish an employment relationship. There were 

seven seasonal employees engaged in different positions during the 

year, for which there were no public vacancies. The company had 

established employment relationships with a fixed-term employment 

contract of three to nine months; and  

 According to Administrative Instruction no. 14/2011 on regulating 

the procedures for establishing the employment relationship in the 

public sector, it is required that the selected candidates are invited in 

writing at least 48 hours before the test. In a recruitment process, 

candidates were not invited in writing to undergo a test or interview 

but were invited by phone only.  

Risk Employment without public vacancy and failure to notify candidates in 

writing creates non-compliance, restriction of competition and increases the 

risk of improper engagement in certain positions.  

Recommendation 12 The Chairman of the Board should ensure that when staff is engaged, new 

competition procedures are developed and all legal requirements are 

considered. 
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3.4 Statement of Changes in Equity 

In the Annual Financial Statements of the Company, capital is presented under the following 

structure: 

Table 4: Capital of Drini i Bardhe on 31.12.2017 

Description 31 December 2017 31 December 2016 

CAPITAL 1,454,401 1,393,326 

Charter Capital 1,147,934 1,147,934 

Profits/Losses carried forward 245,392 105,164 

Current Year Profits/Loss 61,075 82,374 

Balance  66,831 

Shortcomings related to the presentation of capital are presented in the basis for opinion 

3.5 Cash Flow Statement 

Cash Flow Statement provides data on changes in cash during the reporting periods presented and 

classifies the cash flow made through business, financial and investment activities. Company cash 

flow information is useful to give a cash flow estimate to the user of financial statements. 
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Table 5: Cash Receipts and Spending  

Description 31 December 2017 31 December 2016 

Net cash from operating activities 148,304.00 (59,628) 

Income before tax 61,075 115,091 

Depreciation expense 121,816 128,229 

Revenues from the devaluation of grants (34,762) (260,583) 

Other Accrual Adjustments (14,197) (8,871) 

Bad Debt Expenses 48,960 - 

Accounts Payable (51,443) (29,054) 

Accounts Receivable 16,855 (4,440) 

Net cash from investment activities (222,807) (106,351) 

Purchasing Fundamental Assets (5,815) (24,087) 

Ongoing investments (216,992) (82,264) 

Net cash from financial activities 91,115 295,191 

Deferred revenue from grants 91,115 295,191 

Net increase/(decrease) in cash and cash equivalents 16,612 129,212 

Money and Equivalents on 1st of January 2017 129,896 683 

Money and Equivalents on 31st of December 2017 146,508 129,895 

Shortcomings related to the presentation of cash flow are presented in the basis for opinion. 

3.6 Handling of Explanatory Notes 

Explanatory notes provide information on the basis of preparing the financial statements and 

accounting policies required by the IFRS and provide additional information that is not disclosed in 

the Statement of Financial Position, Income Statement, Cash Flow Statement or Statement of 

Changes in Equity, but are important to understand each one of them. 
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Issue  13 - Incomplete disclosure of explanatory notes 

Finding  Under IAS 1, explanatory notes should be disclosed systematically as long as 

this is possible. Each item in Statement of Financial Position, Income 

Statement, Cash Flow Statement or Statement of Changes in Equity should be 

referred to the relevant information in the notes. When analysing the notes, 

the following weaknesses were identified: 

 Disclosures on non-current assets, their depreciation, increases or 

decreases were not disclosed; 

 Incomplete information regarding receivables, although during the 

year the company recognised bad debts. 

 No disclosures were made regarding payables, employee payroll 

obligations (2008-2016) and tax liabilities. 

 Further on, disclosures were not disclosed for deferred revenues from 

grants, nominal capital and profit and loss from previous years. 

 Information on contingent liabilities/assets was not disclosed even 

though there are court cases. 

These have been the cause of not consulting IASs and the functioning of the 

internal control system to identify timely adjustments. 

Risk The incomplete presentation and shortcomings in disclosures have an impact 

on the quality of the financial statements, the uncertainty of the figures 

presented limit the users of the statements to understand the true and fair 

situation of the financial and business outcome of the Company. 

Recommendation 13 The Chairman of the Board of Directors should ensure when preparing the 

AFS, the explanatory notes present all detailed, complete and accurate 

information as required by the accounting standards. 
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4 Progress in implementing recommendations 

AFS of Drini i Bardhe for 2016 were audited by a private audit firm. The report prepared by the 

external auditor resulted in disclaimer of the opinion due to insufficient and inappropriate audit 

evidence that was presented to the basis for audit opinion. Further on, the auditor prepared a 

management letter in which six recommendations were presented. The company did not prepare 

an Action Plan on how to implement with the recommendations given. 

Until the end of our audit for 2017, none of the issues presented in the basis for opinion for 2016 

audit were implemented. Whereas, with regard to the recommendations given in the management 

letter, only three recommendations are in process of implementation and three have not yet been 

addressed. 

Further on, from the audit of 2015 to the issues presented in the basis for the public only two 

recommendations were in the process of implementation, while six others were not yet 

implemented. Whereas, with regard to the recommendations given in the management letter only 

three recommendations are in process of implementation and two have not yet been addressed. 

For a more thorough description of the recommendations and how they are addressed, see Annex 

II. 

 

Issue  14 – Low level of implementing  Prior and Earlier Year Recommendations  

Finding  Due to the failure to draft an Action Plan and the lack of a formal monitoring 

of the way previous year’s external audit recommendations are implemented 

and those carried forward from the previous year, none of the 

recommendations were fully implemented. We have not noticed that Drini i 

Bardhe does not apply responsibility measures for non-implementation of the 

recommendations.  

Risk Failure to implement recommendations from previous years increases the 

risk of continued presence of the same shortcomings related to AFS and 

financial management and internal controls. 

Recommendation 14 The Chairman of the Board should ensure that an action plan for 

implementation of recommendations is drafted which clearly sets out a 

timetable for addressing them and accountable staff members with initial 

focus on those of greatest significance. 
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5 Good Governance 

Introduction 

Specific areas of our governance related reviews have been the internal audit, accountability and 

risk management process, while the other components are handled within the chapters or 

subchapters above.  

Overall Governance Conclusion  

There is a number of governance weaknesses within Drini i Bardhe particularly related to 

accountability, risk management and the quality of management reporting lack of code of ethics, 

lack of water permit and lack of an internet site for publishing regulations and reports for 

transparency purposes. Other arrangements that would support governance development, such as 

response to audit recommendations and operation of an effective internal audit system, are still far 

from the required standards. 

5.1 Internal Audit System 

The Internal Audit Unit (IAU) operates with one members of staff who at the same time is a Head 

of IAU.  An effective audit requires a comprehensive work programme that reflects financial and 

other risks of Drini i Bardhe and provides sufficient assurance over the effectiveness of internal 

control. The impact of Internal Audit output should be judged by the importance that management 

places on addressing recommendations. 
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Issue  15 – Failure to consider the work of the Internal Auditor by the Management 

Finding  The Internal Audit Unit (IAU) prepared the annual audit plan for 2017. The 

design of the plan was based on the level of risk for the systems and processes 

involved in the audit. Out of the five planned audits, four of them were 

completed. Through these reports, IAU provided information to 

management on how effective internal controls and their functioning are. The 

internal audit approach was based on the risks and current events of the 

company. The Audit Committee reviewed all recommendations of the IAU. 

Despite the recommendations given by the IAU, the audited entities after the 

report had not drafted action plans for implementing the recommendations. 

During this period, IAU carried out 10 other audits outside the plan at the 

request of the audit committee, three of which involved activities from 

periods 2009 to 2016. 

Risk Failure to draft action plans to implement recommendations from audited 

entities increases the risk that controls are inefficient in preventing 

shortcomings in the company’s operational activities. This may result in 

ongoing ineffective practices and repetition of the same shortcomings. While 

carrying through audits, including the activities of previous periods, implies 

untimely identification of weaknesses of internal controls and their 

intensification being delayed. 

Recommendation 15 The Chairman of the Board should ensure that the audited units prepare 

action plans for the implementation of IAU recommendations, analyse the 

reasons for not addressing the recommendations and take the required 

actions for their implementation. Further on, to ensure that out-of-plan 

auditing requests include activities of current events rather than very distant 

periods. 
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5.2 Management Reporting, Accountability and Risk Management 

Accountability as a process is the acceptance of responsibilities, holding  persons into account for 

their actions and disclosing results in a transparent way. Whereas, risk management is a process 

related to identification, analysis, evaluation and actions/measures taken by the Management to 

control and respond to risks threatening the Organization. 

Although, the Management have implemented a number of internal controls to ensure that our 

systems operates as intended, we have noticed that the measures applied are poor and ineffective 

and do not provide an effective and timely response to the identified operational problems. 

 

Issue  16 - Failure to fully comply with risk management requirements 

Finding  The Chief Executive Officer of the Company is responsible to ensure the 

fulfilment of the key objectives and identifying the risks to achieving these 

objectives as well as taking steps to manage these risks. Determining the risks, 

their impact, the actions to be taken and the responsibility for the actions, are 

documented in a Risk Register. 

The Company in the Business Plan has identified threats - the risks that can 

affect the company’s ability to achieve the objectives. However, it did not 

prepare a plan for managing these risks. These due to accountability and 

internal controls are insufficient. 

Risk Lack of a risk management plan may adversely affect the achievement of the 

company’s objectives. This is because proactive actions needed to prevent or 

avoid the impact of such issues are not undertaken in a planned, systematic 

and timely manner. 

Recommendation 16 The Chairman of the Board should ensure that the risk management plan is 

drafted, delegate direct responsibility for risk management to a respective 

director, provide monthly reporting on the implementation of risk 

requirements, including their impact assessment in case they occur, as well 

as determine the preventive measures and respond to them. 
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Issue  17 - Inappropriate Segregation of Duties 

Finding  Drini i Bardhe has established its organizational structure, but has not  make 

a clear segregation of duties. Managerial controls implemented in the 

financial management and internal control system have not identified proper 

assignment and segregation of duties. All revenues and expenses are 

managed by only one official, who is authorised to proceed, approve, record 

and report all transactions. This ocurrred due to the lack of sufficient staff to 

make the proper segregation of duties. 

Risk Authorization and improper segregation of duties and responsibilities reduce 

the effective control and management ability to actively monitor the 

company’s revenues and expenses. 

Recommendation 17 The Chairman of the Board should undertake a review of the existing 

arrangements for delegating responsibilities and accountability by ensuring 

proper segregation of duties and clarification of delegated responsibilities. He 

should also ensure that the duties and functions between the Authorising 

Officer and the one carrying through transaction registration are separate. 

Issue  18 – Non-extension of water permit 

Finding  Drini i Bardhe failed to secure the Water Permit, in accordance with the 

requirements of the Law on Waters in Kosovo no. 04/L-147 (Article 71, point 

1). Despite its efforts to secure it, as of August 2014, Finding  Drini i Bardhe 

continues to work without water permits, because the competent body 

(Ministry of Environment and Spatial Planning) has rejected the request as 

incomplete.  

Risk Lack of water permit creates the risk for the company to face punitive 

measures by the competent authorities, bringing the company into a difficult 

financial situation. 

Recommendation 18 The Chairman of the Board should ensure that the necessary documents for 

the application are completed as soon as possible in order to avoid the refusal 

of the request by the competent Ministry and to obtain the Water Permit. 
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Issue  19 – Failure to prepare the Code of Ethics by the Company 

Finding  According to Article 35 of Law no. 03/L-087 on POEs, all publicly owned 

enterprises should prepare, approve and implement a mandatory code of 

ethics and corporate governance. The Code of Ethics and Corporate 

Governance obliges the POE to implement the highest standards of conduct 

and business practices. During our audit, we found that Drini i Bardhe had 

not yet managed to prepare or adopt a code of ethics. According to them, they 

apply the Code of Ethics and Corporate Governance for Publicly Owned 

Enterprises of the Ministry of Economic Development, but none of the Drini 

i Bardhe Director nor Officers have implemented Article 1.5 of this Code, 

which requires each Director to sign this Code. 

Risk Lack of an code of ethics results in failure to implement high standards of 

conduct by staff and management of the company. 

Recommendation 19 The Chairman of the Board should ensure that the necessary measures are 

taken to draft and adopt a code of ethics according to the requirements of the 

law on POEs and signed by management and company officials. 

Issue  20 – Failure to publish documents on the company’s website 

Finding  Article 34.2 of the Law on Publicly Owned Enterprises requires that a full and 

current copy of all POE’s regulations are published and maintained on a 

publicly accessible website maintained by the POE. Further on, the following 

should be published: business plan, quarterly reports and annual reports. 

Drini i Bardhe does not yet have an internet website to publish its regulations 

and reports for transparency purposes. 

Risk Failure to publish various company reports and regulations on a website 

causes non-compliance with the law and lack of required transparency.  

Recommendation 20 The Chairman of the Board should put into place a company’s website and 

publish all regulations, reports and documents required by the law on 

publicly owned enterprises for the purpose of transparency towards the 

public. 
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Annex I: Explanation of the different types of opinion 

applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

147. The auditor should express an unmodified opinion if it is concluded that the financial 

statements are prepared, in all material respects, in accordance with the applicable financial 

framework. 

If the auditor concludes that, based on the audit evidence obtained, the financial statements as a 

whole are not free from material misstatement, or is unable to obtain sufficient appropriate audit 

evidence to conclude that the financial statements as a whole are free from material misstatement, 

the auditor should modify the opinion in the auditor’s report in accordance with the section on 

“Determining the type of modification to the auditor’s opinion”. 

148. If financial statements prepared in accordance with the requirements of a fair presentation 

framework do not achieve fair presentation, the auditor should discuss the matter with the 

management and, depending on the requirements of the applicable financial reporting framework 

and how the matter is resolved, determine whether it is necessary to modify the audit opinion. 

Modifications to the opinion in the auditor’s report 

151. The auditor should modify the opinion in the auditor’s report if it is concluded that, based on 

the audit evidence obtained, the financial statements as a whole are not free from material 

misstatement, or if the auditor was unable to obtain sufficient appropriate audit evidence to 

conclude that the financial statements as a whole are free from material misstatement. Auditors may 

issue three types of modified opinions: a qualified opinion, an adverse opinion and a disclaimer of 

opinion. 
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Determining the type of modification to the auditor’s opinion 

152. The decision regarding which type of modified opinion is appropriate depends upon: 

 The nature of the matter giving rise to the modification – that is, whether the financial 

statements are materially misstated or, in the event that it was impossible to obtain sufficient 

appropriate audit evidence, may be materially misstated; and 

 The auditor’s judgment about the pervasiveness of the effects or possible effects of the matter 

on the financial statements. 

153. The auditor should express a qualified opinion if: (1) having obtained sufficient appropriate 

audit evidence, the auditor concludes that misstatements, individually or in the aggregate, are 

material, but not pervasive, to the financial statements; or (2) the auditor was unable to obtain 

sufficient appropriate audit evidence on which to base an opinion, but concludes that the effects on 

the financial statements of any undetected misstatements could be material but not pervasive. 

154. The auditor should express an adverse opinion if, having obtained sufficient appropriate audit 

evidence, the auditor concludes that misstatements, individually or in the aggregate, are both 

material and pervasive to the financial statements. 

155. The auditor should disclaim an opinion if, having been unable to obtain sufficient appropriate 

audit evidence on which to base the opinion, the auditor concludes that the effects on the financial 

statements of any undetected misstatements could be both material and pervasive. If, after accepting 

the engagement, the auditor becomes aware that management has imposed a limitation on the audit 

scope that the auditor considers likely to result in the need to express a qualified opinion or to 

disclaim an opinion on the financial statements, the auditor should request that management 

remove the limitation. 

156. If expressing a modified audit opinion, the auditor should also modify the heading to 

correspond with the type of opinion expressed. ISSAI 170519 provides additional guidance on the 

specific language to use when expressing a modified opinion and describing the auditor’s 

responsibility. It also includes illustrative examples of reports. 

Emphasis of Matter paragraphs and Other Matters paragraphs in the auditor’s report 

157. If the auditor considers it necessary to draw users’ attention to a matter presented or disclosed 

in the financial statements that is of such importance that it is fundamental to their understanding 

of the financial statements, but there is sufficient appropriate evidence that the matter is not 

materially misstated in the financial statements, the auditor should include an Emphasis of Matter 

paragraph in the auditor’s report. Emphasis of Matter paragraphs should only refer to information 

presented or disclosed in the financial statements. 
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158. An Emphasis of Matter paragraph should: 

 be included immediately after the opinion; 

 use the Heading “Emphasis of Matter” or another appropriate heading; 

 include a clear reference to the matter being emphasised and indicate where the relevant 

disclosures that fully describe the matter can be found in the financial statements; and 

 indicate that the auditor’s opinion is not modified in respect of the matter emphasised.  

159. If the auditor considers it necessary to communicate a matter, other than those that are 

presented or disclosed in the financial statements, which, in the auditor’s judgement, is relevant to 

users’ understanding of the audit, the auditor’s responsibilities or the auditor’s report, and provided 

this is not prohibited by law or regulation, this should be done in a paragraph with the heading 

“Other Matter,” or another appropriate heading. This paragraph should appear immediately after 

the opinion and any Emphasis of Matter paragraph. 
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Annex II: Progress in implementing prior and earlier year recommendations  

Audit Component Recommendation  carried forward from 2015 Implemented 
during 2017  

Under implementation 
during 2017 

Not 
implemented 

Financial 
statements  

Basis for the 
Opinion 

The Company did not maintained  a double-entry 
accounting records and has not prepared financial 
statements in accordance with IFRS as required by Law 
no. 04/L-014 on Accounting, Financial Reporting and 
Auditing. In order to balance the statement of financial 
position, the management has presented an item in 
equity as a balancing balance in the amount of €420,175, 
this account is not recorded but is presented as a 
balancing figure. 

  No measures 
taken 

Financial 
statements  

Basis for the 
Opinion 

As explained in Note 4 and 5, for accounts receivable on 
31.12.2015 in the amount of €57,776 and other short-
term claims as of 31st of December, in the amount of 
€11,135, we were not able to use standard and 
alternative audit procedures to obtain evidence of the 
authenticity of this account. 

  No measures 
taken 

Financial 
statements  

Basis for the 
Opinion 

As explained in note 6, for land account, buildings and 
equipment on 31st of December 2015 in the amount of 
€3,835,614, management has not provided evidence or 
certificates of ownership attesting to the property rights 
of the company. 

  No measures 
taken 
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Financial 
statements  

Basis for the 
Opinion 

In 2015, the POE received investment grants from MED 
in the amount of €308,125, where these funds were used 
for capital investments under the grant agreement and 
were not presented in the AFS as the assets of the POE. 
Failure to present such investments into AFS as assets 
of the company understates the assets of the POE. 

   

Financial 
statements  

Basis for the 
Opinion 

As explained in Note 7, for Payables Accounts as of 31st 
of December, 2015, in the amount of €175,702, 
Management has provided evidence only for the 
amount of € 116,958 which represents employee payroll 
obligations from 2009-2015. Salary obligations before 
2009 are not reflected in the AFS under this account. The 
Company does not maintain records showing all 
obligations to employees and members of BoD.  

Also, this account does not include obligations to the 
economic operator in the amount of €79,857 for the 
works performed during 2014, although there is a court 
decision on these obligations of the company and as a 
result of this obligation during 2016, the company has 
bank accounts blocked. 

Failure to include all of the company’s obligations in the 
AFS distorts the fair presentation of the financial 
position and performance outcome. 

   

Financial 
statements  

Basis for the 
Opinion 

As explained in note 8, the amount of grants received 
during 2015 in the amount of €308,125 was not 
presented in the deferred revenue account of 31st of 
December 2015, in the amount of €2,222,346.  

  No measures 
have been taken. 
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Financial 
statements  

Basis for the 
Opinion 

As explained in note 9 to the Revenue Account, the 
Company has recognized revenue from operations on 
the basis of cash receipts and not on the basis of the 
accrual principle in line with the requirements of IFRS, 
on the basis of which financial statements should be 
prepared.  

 It has started recognizing 
revenues from operations 
according to the accrual 
principle, but no adjustments 
were made for the previous 
periods. 

 

Financial 
statements  

Basis for the 
Opinion 

Salary expenditures are presented according to 
payments made to employees and not when these 
expenditures occurred. 

Based on IFRS, the company must present the costs 
according to the accrual principle when it occurs and 
not when paid. The presentation of expenditures on the 
basis of payments understates the real costs incurred 
during the period and distorts the fair presentation of 
the financial outcome of the company. 

 The company did not make 
the required adjustments. 
However, during 2017, it 
had recognized the expenses 
according to the accrual 
principle. 

 

Financial 
statements 

Management 
Letter 

We recommend that as soon as possible the company 
conducts proper control procedures allowing 
transactions and economic events to be recorded in the 
accounting system and reported in time. Also, the 
company identifies all unrecorded transactions so far in 
order to adjust the financial statements during 2016.  

  No measures 
have been taken. 

Financial 
statements 

Management 
Letter 

Management to design internal control procedures in 
the field of cash where segregation of duties is carried 
through and where the same person will not approve, 
process and record transactions.  

 Authorisation was made for 
the CFO, but no 2015 
transactions were recorded 
in the accounting records. 
Accounting recordings are 
made only for 2016 and 2017. 
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Financial 
statements 

 

Management should provide a proper accounting 
system for double-entry accounting and that would 
allow generating reports and financial statements in 
time.  

 The company has 
established a system for 
double accounting, but there 
is no transaction registration. 

 

Obligations to 
employees 
Management 
Letter 

Management to implement adequate procedures and 
adequate controls in the field of salaries. Maintain 
entry/exit records with employee signatures or 
software for managing passed working hours by 
employees, as well as prepare an accurate account of all 
obligations to employees. There is evidence of 
entry/exit of employees, but there is a lack of an 
accurate account of the obligations towards employees. 

   

Obligations to 
employees 
Management 
Letter 

The management should include all of the Company’s 
obligations in the financial statements.  

  No measures 
have been taken 

Audit Component Recommendation  in 2016 Implemented  Under implementation  Not 
implemented 

Financial 
statements  

Basis for the 
Opinion 

The Company did not keep sufficient records in 
accounting to provide sufficient and appropriate 
evidence for some of the figures presented in AFS. 

  No measures 
have been taken 

Financial 
statements  

Basis for the 
Opinion 

As explained in Note 4 and 5, for Accounts Receivable 
on 31.12.2015 in the amount of €62,216 and other short-
term requests on 31st of December, 2013 in the amount 
of €11,135, management provided only evidence for a 
total of 3,250, while for the rest they were not able to 
provide under standard and alternative audit 
procedures, evidence of the authenticity of this account. 

  No measures 
have been taken. 
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Financial 
statements  

Basis for the 
Opinion 

As explained in note 6, for land, buildings and 
equipment account at 31.12.2016 in the amount of 
€3,887,930, management did not provide evidence or 
certificates of ownership attesting to the property rights 
of the company. 

  No measures 
have been taken 

Financial 
statements  

Basis for the 
Opinion 

As explained in note 7 on the payable account dated 
31.12.2016 in the amount of €152,320 management did 
not provide evidence and could not verify, although in 
the previous year the management provided evidence 
of the amount €116,958 which are obligations for 
employee salaries from 2009-2015. In 2016, the company 
paid 66% of employee obligations, but these payments 
were recorded as an expense of the period and the 
payables were not reduced for this amount. Salary 
obligations for 2009 are not presented in the AFS on this 
account. The company does not maintain records 
showing all obligations of employees and BoD 
members correctly. 

  No measures 
have been taken 

Financial 
statements  

Basis for the 
Opinion 

As explained in note 8, the deferred revenue account 
from the grants on 31.12.2016 has a value of €2,517,537. 
This account contains all undiscounted non-current 
assets obtained from government grants. However, as 
the company does not have accurate data regarding 
revenue and payments for the channels built from these 
funds, we were not able to determine the exact amount 
of these deferred revenues. 

  No measures 
have been taken 
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Financial 
Statements 
Management 
Letter 

As soon as the company implements proper control 
procedures allowing transactions and economic events 
to be recorded in the accounting system and reported in 
time. We also recommend that the company identify all 
unrecorded transactions so far in order to adjust the 
financial statements during 2016. 

  No measures 
have been taken. 

Non-current assets 
benefited from 
grants 
Management 
Letter 

Management takes steps in defining ownership in the 
cadastral office for all assets for which assets the 
company claims for. Also, the company for all its assets 
should have in place the procedure for asset value 
testing and the inclusion of all assets in FS 

  No measures 
have been taken 

Cash  

Management 
Letter 

The management should design internal control 
procedures in the field of cash where the assignment of 
tasks will be performed and where the same person will 
not approve, process and record transactions 

  No measures 
have been taken 

Accounting 
Records - 
Information 
Technology 
Management letter 

Management should provide an adequate accounting 
system for double-entry accounting and that would 
allow generating timely reports and financial 
statements.  

 The company has 
established a system for 
double accounting, but there 
is a lack of transaction 
registration for some 
financial items. 

 

Salaries 

Management letter 

Management to implement adequate procedures and 
adequate controls in the field of salaries. Maintain 
entry/exit records with employee signatures or 
software for managing passed working hours by 
employees, as well as prepare an accurate account of all 
obligations to employees.  

 There is evidence of 
entry/exit of employees, but 
there is a lack of an accurate 
account of the obligations 
towards employees 
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Accounts 
receivable and 
payable accounts 

Management 
Letter 

Redesigning the accounting system which would 
enable all invoices issued by the company to be 
recorded and included in the financial statements. In 
this way the company would at any time be aware of 
the debts that the other parties have towards the 
company. We also recommend that the management of 
the company together with the accounting and finance 
department identify all old accounts that have been 
transferred from previous years and decide on their 
handling. 

 The company has set up the 
accounting system, but has 
not taken any action to 
handle old accounts that 
have been transferred from 
previous years and decide on 
their handling. 
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Annex III: Confirm Letter   

 

 

 


