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The National Audit Office of the Republic of Kosovo is the highest 

institution of financial control, which for its work is accountable to 

the Assembly of Kosovo.  

Our Mission is through quality audits to strengthen accountability 

in public administration for an effective, efficient and economic use 

of national resources.  

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.  

This audit is carried out in line with internationally recognized 

public sector auditing standards and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Regional Waste Company 

“Pastrimi” J.S.C., in consultation with the Assistant Auditor General 

Arvita Zyferi who supervised the audit. 

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

Ganimete Dalloshi and team members Shpresa Zenelaj dhe Xhemile 

Berisha, under the management of the Head of Audit Department 

Fitim Haliti.  

 

 

NATIONAL AUDIT OFFICE- Address: Str. Ahmet Krasniqi no 210, Arbëria, Prishtina 10000, Kosovo 
Tel: +383(0) 38 60 60 04/1011 

http://zka-rks.org  
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Executive Summary  

This report summarises the key issues arising from our audit of Regional Waste Enterprise 

“Pastrimi” J.S.C. (hereinafter RWC Pastrimi) for 2018, which includes the Opinion of the Auditor 

General on Annual Financial Statements. Examination of 2018 financial statements was undertaken 

in accordance with the International Standards of Supreme Audit Institutions (ISSAIs). Our 

approach included tests and procedures that were necessary to arrive at an opinion on the financial 

statements. The applied audit approach is set out in the External Audit Plan dated 11/02/2019.   

Our audit focus has been on: 

 

The level of work undertaken to carry out the audit was determined depending on the quality of 

internal controls implemented by the Management of RWC Pastrimi J.S.C.   

Opinion of the Auditor General 

Adverse Opinion  

The Annual Financial Statements for 2018 do not present a true and fair view in all material aspects.  

For more details, refer to Section 2.1 of this report.  

Annex I explains different types of Opinions in line with ISSAIs. 
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Key Conclusions and Recommendations  

 

 

 

 

 

 

 

 

 

 

Material misstatements prevalent 
throughout financial statements 
have led to modification of the 

opinion on 2018 AFS.

The Chairman of the Board should analyse 
the reasons for the Modification of Opinion 
on 2018 AFS and identify actions required 
to enable a true and fair representation of 
the 2019 AFS (see issues 1 to 8  at the basis 

for opinion). 

Concerning the financial 
management and control, 

numerous weaknesses have been 
identified in all areas.

The Chairman of the Board should apply a 
detailed assessment of highlighted issues in 

this report to identify reasons for 
weaknesses and action needed to address 

these (See issues 9 to 33)

Staff recruitment processes have 
been developed with many 

shortcomings.

The Chairman of the Board, besides legal 
requirements should ensure 

implementation of staff recruitment 
procedures and eliminate identified 
shortcomings (See issues 25 to 33)

Governance arrangements related 
to accountability, risk management  

and management reporting are 
poor. Internal Audit did not 

monitor the recommendations 
given 

The Chairman of the Board should ensure 
improvement of reporting process and 

accountability, while starting the process of 
preparing risk management plan (see issues 

34 to 37)
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Management’s response on 2018 audit  

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

address all given recommendations.  

The National Audit Office appreciates the cooperation of the management and personnel of the 

RWC Pastrimi during the audit process. 
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1 Audit Scope and Methodology 

Introduction 

The Audit involves examination and evaluation of Financial Statements and other financial records, 

as follows: 

• 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;  

• Whether the internal controls and internal audit functions are appropriate and efficient; 

and 

• Whether have been taken appropriate actions for implementation of audit 

recommendations. 

Audit work undertaken is based on risk assessment. We have analysed RWC Pastrimi J.S.C. 

business, the level of reliance on management controls, in order to determine the level of detailed 

testing required to provide the necessary evidence and that support the opinion of the Auditor 

General (Hereinafter AG). 

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

substantive tests, as well as 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 that may exist, or of all improvements that could be 

made to the systems and procedures operated.  

The following sections provide a detailed summary of our audit findings and recommendations in 

each area of review.   
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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, including the 

declaration made and signed by the Chief Financial Officer and Treasurer (CFOT). Chief Executive 

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

The approval of AFS includes a number of assertions relating to the compliance with the reporting 

framework and the quality of information within the AFS. These assertions intend to provide 

assurance to the shareholder and the general public that all relevant information has been provided 

to ensure that an audit process can be undertaken.   

2.1 Audit Opinion  

Adverse Opinion 

We have audited the AFS of the RWC Pastrimi for the year ended on 31st of December 2018, which 

comprise of the Statement of financial position, income statement, cash flow statement, statement 

of changes in equity as well as the summary of accounting procedures and other Explanatory Notes. 

In our opinion, due to effects of issues described in the Basis for Adverse Opinion paragraph, the 

Annual Financial Statements do not present a true and fair view in all material respects of the RWC 

Pastrimi for the year ended on 31st of December 2018 in accordance with International Accounting 

Standards (IAS), International Financial Reporting Standards (IFRS) and Kosovo Laws. Financial 

statements are prepared under the principle of accrual basis accounting, Law no. 03/L-048 on Public 

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

on Public Enterprises (as amended and supplemented). 

Basis for Adverse Opinion 

• Based on IAS 1, financial statements should be prepared under the accrual principle. Under 

this principle, deferred revenues are revenues received in advance, and represent liabilities 

of the enterprise for the services to be carried out in the future, due to monetary amounts 

received in advance by the enterprise. Therefore, at the moment of receipt of such money, 

by applying the principle of matching revenues with expenditures incurred, the enterprise 

does not recognize these receivables as revenues, as expenses for them have not been done 

yet. Thus, they postpone recognition of those revenues and as a consequence they will be 

recognised as liabilities.  

The Enterprise “Pastrimi”, revenues of €38,463 received in advance from its prepaid 

customers for future waste services, did not recognize them as deferred revenues - liabilities 
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but for this amount had reduced the total amount of accounts receivable. Such recognition 

affected understatement of receivables and liabilities - deferred revenues.    

Such actions occurred due to negligence in handling cases in accordance with standards. 

• Receivables in the amount of €426,076 were not deducted to respective customers for 

obligations paid to the enterprise, but these funds were recorded in an account with the 

description “Unknown Customer, Institutions, Municipalities and Households”. 

According to enterprise officials, this occurred as a result of customer transfers from one 

cash collector to another and these recordings were made only for the purposes of 

accounting records, not to identify the customers who paid. 

• Under IAS 7, an entity presents its cash flows from operating, investing and financing 

activities in a manner which is most appropriate to its business. 

Cash value and its equivalents presented in the Cash Flow Statement at the end of the period, 

was overstated by €205,110. This misstatement resulted due to recognition of the amount of 

€28,975 in this category, which the enterprise had paid for insuring tenders. In 2017, the 

enterprise deposited the amount of €176,135, as a guaranty in a court for the process of 

litigation. However, with the Court decision dated 14.12.2018, this money was withdrawn 

by the bailiff and the enterprise had not made necessary corrections for them. These 

registrations affect the value of assets in the statement of financial position and lead to 

inaccurate presentation of cash flow statement. 

Such irregularities occurred as a result of poor communication between the finance office 

and legal service. 

• According to Conceptual Framework (paragraph 4.46), a liability is recognized in the 

statement of financial position, when it is likely that economic resources will be transferred 

by the entity to repay an actual obligation, and the amount by which the obligation will be 

repaid can be measured reliably.  

Due to a litigation with a supplier that resulted in disfavour of POE, the Basic Court in 

Pristina demanded that, if the enterprise files a complaint against the court ruling, than the 

enterprise, is required to pay a guarantee of €176,135 in the court. However, these funds 

under a court decision dated 14.12.2018 were withdrawn by the bailiff and the enterprise did 

not maintain proper accounting records by not deducting obligations towards the supplier. 

As a result, the value of short-term liabilities is overstated for the same amount.  

This situation occurred as a result of the lack of knowledge by the finance department on 

withdrawal of funds, and due to poor communication between the finance office and the 

legal service.  

• Under IAS 20, grants received for depreciable assets are recognized as income over the 

periods in which the depreciation for those assets is attributed. 

RWC Pastrimi, in the income statement presented income from grants in amount of €78,010 

but we were not able to prove the accuracy of this amount, as the enterprise does not have a 

list of assets which were benefited from grants. 
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The Enterprise had considered as sufficient source for calculating incomes from grants only 

the transfer of funds to the bank account by the donors. 

• The Conceptual Framework for Financial Reporting (paragraph 4.4 a) stipulates that: An 

asset is a resource controlled by the entity as a result of past events and from which future 

economic benefits are expected to flow to the entity. Respectively paragraph 4.6 stipulates 

that, in assessing whether an item meets the definition of an asset, attention needs to be given 

to its underlying substance and economic reality and not merely its legal form. Whereas, IAS 

20 paragraph 23 stipulates that, a government grant may take the form of a transfer of a non-

monetary asset, such as land or other resources, for the use of the entity. In these 

circumstances, it is usual to assess the true value of non-monetary asset and to account grant 

and asset in the true value. 

During the physical examination of assets, we noticed that the enterprise has in use 10 

vehicles (trucks) that are not registered within accounting ledgers of the enterprise. 

According to official confirmations by the enterprise, these assets were received in 2012 from 

the Ministry of Environment and Spatial Planning as a donation from Japanese government.  

The enterprise justification for the failure to record them in the accounting registers is that, 

the registration certificates for these vehicles appear to be owned by the Ministry. While, 

according to official confirmation from the ministry, these vehicles are not recorded in the 

assets registers of this ministry. In addition, the process of giving for use of these assets was 

not preceded by a document (agreement) specifying the rights and obligations of both 

parties, nor a formal process of accepting – handover of these non-circulating assets. 

Failure to record these assets results in understating of non-circulating assets in the 

statement of financial position. 

• According to IAS 16, paragraph 50, the depreciable amount of an asset shall be allocated on 

a systematic basis over its useful life. While, paragraph 55 of this standard explains that, 

depreciation of an asset begins when it is available for use, i.e. when it is in the location and 

condition necessary for it to be capable of operating in the manner intended by management. 

The following shortcomings were noted while testing the assets:  

11 assets (mainly vehicles) that the enterprise acquired in 2017, in the total amount of 

€130,131, the enterprise did not apply the depreciation process at all. As a result of non-

application of depreciation, the net asset value was overstated for €35,964 and the 

depreciation expenditures was understated for the same amount. 

Whereas, for five other assets acquired by the enterprise in 2016 and 2017 in the total amount 

of €97,635, the depreciation was applied for the entire purchasing year of this assets and not 

from the moment when they were available for use. As a consequence, the depreciation 

amount of these assets was overstated by €16,188, and at the same time, the net asset value 

was understated for the same amount. 

The cause these irregularities was the fact that, till the end of 2017, the depreciation in the 

enterprise was performed manually (in Excel sheet) due to a lack of an appropriate 

accounting system. 
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• According to IAS 16, revaluations shall be made with sufficient regularity to ensure that the 

(net) accounting amount does not differ materially from that which would be determined 

using fair value at the end of the reporting period. The Management of RWC Pastrimi, 

judged the asset valuation process as unnecessary and such a process was lastly carried out 

in 2007. As a result, the asset register of this enterprise is comprised of assets with historical 

cost of €1,511,986 fully depreciated and recorded with zero values. These assets are still 

active and their lifespan have not been reassessed and revised. 

According to official confirmations, other than vehicles in the accounting registers, are only 

the assets purchased by the enterprise from 2014 onwards. While the enterprise has assets 

in use that do not appear in the accounting registers. 

• Article 7 of the Law on Accounting, Financial Reporting and Auditing (no. 04/L-014), 

Business organizations, subject to this law, must verify at least once a year the existence and 

evaluation of assets, liabilities, and capital through the stocktaking of these elements and 

their supporting evidence through the stocktaking process. Stocktaking of assets and 

liabilities is made under the responsibility of the steering body of business organizations and 

stocktaking report shall be reconciled with accounting ledgers. 

RWC Pastrimi did not reconcile asset register with the report of stocktaking commission. In 

addition, the stocktaking commission appointed by Chief Executive on 12.03.2019 submitted 

the registration report with underlying documents in which, they only recorded the 

respective quantity for the asset types but, without identifying each assets with specific 

codes. furthermore, given the fact that, within accounting records there are only assets 

purchased from 2014 onwards (except vehicles), we were unable to compare the inventory 

register with the accounting asset registers. 

Failure by the management to request reconciliation of assets register with the commission’s 

report was as a result of shortcomings identified.  

• As a result of identified and presented deficiencies in the basis of the opinion, for the 

following items: deferred revenues, accounts receivable, cash and cash equivalents, 

payables, assets and incomes from grants, deficiencies are presented in the explanatory notes 

as well which does not provide complete and accurate information. 

Our audit was conducted in accordance with International Standards of Supreme Audit Institutions 

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

Responsibilities for the Audit of the financial statement” section of our report. In accordance with 

the ethical requirements that are relevant to our audit of the annual financial statements of Budget 

Organisations and POEs in Kosovo, NAO is independent of the RWC Pastrimi and we have fulfilled 

other ethical responsibilities in accordance with these requirements. We believe that the obtained 

audit evidence is sufficient and appropriate to provide a basis for the adverse opinion.  
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Key Audit Matters 

In addition to the issues described in the Basis for Adverse Opinion, we conclude that there 

are no key audit matters to be communicated. 

Responsibility of the Management for AFS 

The Management of RWC Pastrimi is responsible for the preparation and fair presentation of 

financial statements in accordance with accrual basis of accounting International Accounting 

Standards (IAS), International Financial Reporting Standards (IFRS) 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 Finance Management and Accountability (as 

amended and supplemented), Law no. 04/L-087 on Public Enterprises (as amended and 

supplemented), and the Law no. 06/L-032 on Accounting, Financial Reporting and Auditing.  

The Chairman of the Board is responsible to ensure oversight of the financial reporting process 

of the POE. 

Auditor General’s Responsibility for the Audit of the AFS  

Our responsibility is to express an opinion on the AFS based on our audit. We conducted our 

audit in accordance with ISSAIs. These standards require that we comply with ethical 

requirements and plan and perform the audit to obtain reasonable assurance about whether 

the financial statements are free from material misstatements. Our objectives are to obtain 

reasonable assurance that the annual financial statements are free from material misstatement, 

whether fraud or error, reasonable assurance is a high level of assurance, but is not a guarantee 

that an audit conducted in accordance with ISSAIs will detect any material misstatement that 

might exist. Misstatements can arise from fraud or error and are considered material if, 

individually or in the aggregate, they could influence the decisions taken on the basis of these 

AFS. 

An audit involves performing procedures to obtain evidence about the financial records and 

disclosures in the AFS. The procedures selected depend on the auditor’s judgment, including 

the assessment of the risks of material misstatement in the AFS, whether due to fraud or error. 

In making those risk assessments, the auditor considers internal control relevant to the entity’s 

preparation of the financial statements in order to design audit procedures that are 

appropriate in the entity’s circumstances, but not for the purpose of expressing an opinion on 

the effectiveness of the entity’s internal control.  

An audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by Management, as well as evaluating the 

presentation of the financial statements. 
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2.2 Compliance with AFS  and other reporting requirements  

POE is required to comply with a specified reporting framework and other reporting 

requirements. We considered: 

 Requirements of LPFMA no. 03/ L-048, on Public Financial Management and 

Accountability (as amended and supplemented); 

 Requirements of Law no. 06/L-016 on Business Organizations; 

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

supplemented); 

 Requirements of Law no. 06/L-032 on Accounting, Financial Reporting and Auditing; 

 Requirements of Law no. 04/L-42 on Public Procurement (as amended and 

supplemented); 

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

Financial Reports; and 

 The POE, is also required to fulfil the following requirements: 

o POE Statute; 

o Business Plan; 

o Quarterly Reports; 

o Annual reports;  

o Customer Satisfaction Measurement Report; and 

o  Draft and final procurement plan on time. 

Draft AFS dated 15/03/2019, required several financial adjustments in the balance sheet, 

income statement, statement of changes in equity and cash flow statement that were followed 

by material errors. After our given suggestions on taking necessary actions, RWC Pastrimi, 

made some corrections but failed to eliminate errors fully. As a result, we identified the 

findings that we have presented at the basis for the opinion.  

Given the above – the approval of CEO and CFOT when the draft AFS are submitted to the 

Board of Directors can be considered to be incorrect given that during the audit were 

identified material errors.  

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

compliance:  

• Quarterly reports of the Enterprise for 2018 contain only one review of the financial 

performance of the respective quarter and significant transactions of the enterprise, 

thus by meeting only two of the five legal requirements related to the content of 

quarterly reports as required by Article 31 of the Law on Public Enterprises. 
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These reports do not include three other requirements such as: 1) an overview of the 

organizational structure of the enterprise, by including all significant changes that have been 

made during the respective quarter; 2) a summary of all court procedures, which may involve 

the enterprise or that the enterprise is expected to initiate during the current quarter; and 3) 

suggestions and proposals for changes which reasonably are expected to increase the 

performance of the enterprise. Furthermore, these reports were not submitted to the 

Municipal Shareholder Committee, as required by Article 31.2 of the Law on Publicly Owned 

Enterprises that, within 30 days of receiving the quarterly report, the POE Board of Directors 

will review, amend and, as appropriately, approve and submit such quarterly reports to the 

Municipal Shareholder Committee.  

The following recommendations are given for the issues above:  

Recommendation A1 The Chairman of the Board should ensure that financial officers do 

recording of actions that give effect in several accounting periods based 

on the accrual accounting, by ensuring that deferred revenues 

economically are matured (accomplished) also in future accounting 

periods.   

Recommendation A2 The Chairman of the Board should ensure that, immediate actions have 

been taken to identify customers whose funds have been accumulated 

in the “Unknown Customer” account, and that unpaid obligations to 

the enterprise are deducted. 

Recommendation A3 The Chairman of the Board should ensure establishment of effective 

communications between the Finance Office and Legal Service, hence, 

the Finance Office is timely informed for all legal issues with financial 

effect. Furthermore, ensure corrections of the financial impact in the 

financial statements, such as the case of withdrawal of deposited 

guarantee in the Court by the bailiff. 

Recommendation A4  The Chairman of the Board should ensure appropriate accounting 

records when reducing obligations towards suppliers, thus, ensuring 

an accurate value of short-term liabilities in the statement of financial 

position. 

Recommendation A5 The Chairman of the Board should ensure drafting of a list of assets 

received from grants and that, incomes from grants for depreciable 

assets are recognized as incomes over the periods in which the 

depreciation for those assets is attributed. 



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

 

15 

Recommendation A6 The Chairman of the Board should ensure that is done a comprehensive 

review of assets register, and that are taken concrete corrective actions 

in accordance with accounting standards for: assets evaluation; 

recording of assets received as a donation at their correct value; carry 

out depreciation of all assets; recording of all assets that are not 

included in the accounting registers but are in use; and reconciliation 

between the assets register and the commission stocktaking report. 

Recommendation A7 The Chairman of the Board should ensure external reporting 

requirement in accordance with the Law on Public Enterprises, and that 

such reports have been approved by the Board of Directors and 

submitted to the Municipal Shareholder Committee. 

Recommendation A8 The Chairman of the Board should ensure that an analysis is carried out 

to determine the causes for the modification of the opinion. Actions 

need to be taken to systematically and pragmatically address the causes 

in order to eliminate errors in the annual financial statements and 

ensure their true and fair view. 

Recommendation A9 The Chairman of the Board should ensure establishment of effective 

processes to confirm that AFS drafting plan 2019 addresses all 

compliance issues. This should also include a review of the draft AFS 

by the Management, with special focus on high-risk areas and areas 

where errors of previous years have been identified. Statements shall 

not be signed by CEO and CFOT, unless all necessary controls have 

been applied to the AFS before they are submitted to BoD. 

3 Financial Management and Control 

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

activities undertaken on Revenue and Expenditure Systems within Public Enterprise. 

Specifically, we have handled, management of revenues, expenditures, assets, liabilities and 

accounts receivable. 

Financial Management and Control Conclusion 

Overall management controls of RWC Pastrimi need improvements. Existing budget 

planning processes are not adequate and they are not supported by budget review during the 

year. 

Failure to apply service tariffs set by competent authorities, lack of regulations, as well as 

planning and implementation of procurement procedures were followed by numerous 

deficiencies. 
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Existing controls on the management of non-circulating assets, accounts receivable, deposits 

and similar are inadequate. They disabled the accurate and complete recording and reporting 

of these accounts, both in the accounting registers and AFS. 

Furthermore, the processes recruiting employees were not managed in compliance with legal 

requirements. Hiring employees without carrying out any competitive process, failure to 

comply with legal deadlines, failure to test in writing and score the candidates, minimizes 

competition and increases the risk of hiring inadequate persons in certain posts. 

Those and other weaknesses presented in this report should be taken into consideration by 

the Board of Directors to improving financial management and control at RWC Pastrimi.  

3.1 Business Plan (revenues and expenditures) 

We have considered the sources of revenues and expenditures planned with annual business 

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

Table 1. Table of Revenues and Expenditures according to annual plan 2018                          (in 

€) 

Description 
Initial 

planning 
Final 

planning 
2018 

Outturn 
2017 

Outturn 

Revenues from services    5,205,813 5,205,813 6,475,489 6,480,136 

Other revenues   1,804,600 1,804,600 358,950 329,569 

Total revenues   7,010,413 7,010,413 6,834,440 6,809,693 

Direct service expenditures 660,783 660,783 665,642 827,600 

Maintenance expenditures  271,812 271,812 181,436 205,183 

Administrative expenditures   55,851 55,851 103,603 81,134 

Benefits of Employees 3,201,401 3,201,401 3,259,445 2,841,200 

Operating and fuel 
expenditures 

830,197 830,197 1,300,248 787,134 

Total expenditures  5,020,044 5,020,044 5,510,374 4,742,251 

Explanations for changes on revenue and expenditure planning are given below: 

 The enterprise, in 2018 planned 2.95% more revenues and 5.86% expenditures compared to 

previous year implementation. Meanwhile, according to expenditure and revenue categories, 

variances between execution and planning ranges from -31.16% to + 447.56%, which were not 

proven to have been planned on any basis of eventual changes in the activity. 

The enterprise had large variances in all categories when it comes to comparison between 

budget implementation and planning 2018 (excluding direct expenditures as well as employee 

benefit expenditures) ranging from -80.11% to + 85.50%. Such differences between 

implementation and planning were not the cause of any significant change within enterprise, 

but as a result of improper planning without being based on preliminary analysis. 



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

 

17 

 

 

Issue A 101 – Failure to review budget planning  

Finding  Legal framework requires that the Publicly Owned Enterprise drafts 

the Business Plan by defining overall expenditures for exercising its 

activity as well as the manner of financing the expenditures. 

Our analyses show that there are significant differences between 

budget implementation and planning 2018. 

Furthermore, RWC Pastrimi in its business plan 2018, planned capital 

investments for the purchase of trucks and containers in the amount of 

€899,000, based on funding sources from the Ministry of Finance, KFW- 

race2, donors, Municipal Assemblies and own source revenues. 

However, the enterprise purchased only trucks in the amount of 

€929,946 from own source revenues without purchasing any containers. 

Moreover, the enterprise did not support this with a budget review 

where it would be reflected in the revenue and expenditure plan to 

ensure the proper management of the enterprise. 

Revenue planning from other funding sources resulted was a result of 

promises received by the donors which in fact were not kept. While, the 

management justification for investing and exceeding all planned 

funds only for the purchase of trucks was that, it was of highest priority 

for the enterprise. 

Risk Poor planning processes, not based on real financing opportunities, 

bring the enterprise to such a position that it risks failing to meet the 

targets and fail to cover the expenditures by increasing the obligations 

towards the suppliers..  

Recommendation A10 The Chairman of the Board should ensure that, the business plan is 

based on the real opportunities of the enterprise and the 

implementation of funding sources is systematically monitored, and 

major differences or deviations from initial planning are reflected in a 

reviewed plan. 

                                                      
1 Issue A and Recommendation A – indicates new issues and recommendations 

   Issue B and Recommendation B – indicates repeated issues and recommendations 
   Issue C and Recommendation C – indicates partially repeated issues and recommendations. 
2 Race “For a clean environment in Kosovo” organized by GIZ and financed by KFW. 
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3.2 Statement of financial position 

We have audited the statement of financial position, testing the account balances, as well as 

transactions incurred during the year within these accounts. Apart of examining the status of 

accounts, we also addressed aspects of compliance with Laws and regulations and provided 

the following recommendations: 

Table 2: Statement of financial position of “RWC Pastrimi” on 31 December 2018                 (in 

€) 

Assets  Year 2018 Year 2017 

Land  4,745,000.00 4,745,000.00 

Building facilities 359,364.30 398,557.23 

Equipment and machineries  911,125.73 595,708.60 

Patents, licenses, software and other rights 995.00 2,985.00 

Stocks 171,614.04 161,772.80 

Accounts receivable 2,535,054.59 3,269,249.37 

Other requests 126,264 39,104.54 

Money in the bank and cashbox  1,767,345.02 1,209,656.87 

Total Assets 10,616,763.00 10,422,034.41 

Equity   

Capital base 25,000.00 25,000.00 

Profits/Losses Held 8,102,222.67 7,794,652.54 

Profits/Losses of the Year 251,984.16 307,524.57 

Liabilities   

Trade accounts payable  1,843,654.25 1,815,377.55 

Liabilities on taxes and contributions 81,860.20 89,427.61 

Other short-term liabilities 312,041.72 390,052.14 

Total Liabilities and Equity 10,616,763 10,422,034.41 
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Issue A 11- Lack of internal regulations on asset management  

Finding  Under IAS 8 “accounting policies”, an entity shall select and apply its 

accounting policies consistently for similar transactions, other events 

and conditions. Under this standard, accounting policies are, 

principles, bases, agreements, rules, and special practices that an entity 

applies in the preparation and presentation of financial statements. 

Besides this, article 9 of the statute of the enterprise states that, the 

enterprise should issue regulations containing provisions on enterprise 

administration and functioning.  

RWC Pastrimi did not develop clear judgment and accounting 

assessment policies that would include methods of determining fair 

value useful life of assets. Furthermore, the enterprise did not have any 

approved regulations or internal procedures on recording, 

preservation and alienation of non-financial assets. 

The reason for not drafting policies and regulations on asset 

management was due to negligence/lack of interest showed by the 

Management in relation to the process of asset management of the 

enterprise. 

Risk Lack of clear rules and policies related to asset management process, 

besides misstating material items may also result in a loss, misuse and 

their unauthorised use. 

Recommendation A11 The Chairman of the Board should ensure that, the management has 

taken concrete actions within a short period of time to draft and 

implement internal regulations on asset management describing all the 

procedures for the use of assets and responsibilities to be distributed 

based on a clear and documented delegation system. 
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Issue A 12 - Unidentified Customers 

Finding  The Law on Waste stipulates that, “Customer” means the person who 

entered into a service contract with the service provider or receives 

services under the Law.  

The enterprise customer register lists 1,751 customers, who are 

identified as “XX” customers that are enterprise creditors in the amount 

of €125,459. 

These cases occurred when the customer did not answer or was not 

present on his/her own property (household), and for this reason the 

bill collectors identified them as “XX customer”. According to 

enterprise officials, such recording of costumers with the name “XX” 

occurred mainly because, the enterprise past management deemed 

necessary to record the above mentioned cases so that, no households 

remains unrecorded in the list of waste services. However, recording of 

customers only with XX characters, without address or any other 

relevant information, does not serve the purpose for which this activity 

was initiated. 

Risk Recording of customers in the enterprise register without noting name 

of customer or other identifying information for that customer, pose a 

risk of non-cashing due to impossibility of applying legal measures 

against these creditors. 

Recommendation A12 The Chairman of the Board should ensure that, within as short as 

possible designated period of time, review and take necessary 

corrective actions with the intention of recording all customers with the 

description “XX” with the name of service users. In addition, ensure 

that, recorded credited amount is defined for each of them and that 

necessary cashing measures are being taken. 
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Issue A 13 Inaccurate presentation of prepayments 

Finding  Prepayments represent expenditures incurred in the reporting period, 

but will generate revenues in the following period. These expenditures 

are categorised as assets as the enterprise has control over them and 

expects to receive benefits from the date of producing financial 

statements. In the item “receivables and other claims” in accordance 

with legal requirements, in the amount of €59,678, the prepayments to 

employees and suppliers have been recorded. 

Our tests showed that, in one case, the prepayment to suppliers was 

€2,831, but based on our confirmations, the prepayment amount was 

zero. This occurred due to the lack of reconciliations between the 

enterprise and suppliers. 

Risk Recognition of monetary amounts as prepayments to third parties, for 

which the enterprise did not execute prepayment, results in inaccurate 

presentation of the expected benefits from these assets in the future. 

Recommendation A13 The Chairman of the Board should ensure that, on the date of producing 

financial statements, only prepayments arising from regulatory actions 

for them shall be presented, as well as, necessary corrective actions have 

been taken to present a fair view of prepayments. 
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3.3 Statement of revenues and expenditures   

Publicly Owned Enterprise RWC Pastrimi, in the following presented, statement all types of 

revenues generated during the year, expenditures and financial outcome. 

Table 3: Statement of revenue and expenditures as at 31 December 2018                                  (in 

€) 

Description Year 2018 Year 2017 

Revenues from the sale of services 6,475,489.65         6,480,135.91  

Other Income 358,950.50        329,562.24  

 

Total Revenues 6,834,440.15 6,809,698.15 

Direct Expenditures for sold services 665,642.63 668,032.44 

Wages and Salaries 3,259,445.55 2,841,199.51 

Fuel Expenditures 547,630.24 476,088.93 

Expenditure of materials 285,039.43 305,070.66 

Depreciation and amortization expenditures 279,899.72 288,266.75 

Other administrative expenditures 752,617.99 451,868.94 

Bad debt provisioning expenditures 792,221.26 1,437,487.50 

Total Expenditures 6,582,496.82 6,468,014.73 

Profit/Loss before tax 251,943.33 341,683.42 

Tax on profit 25,194.33 34,168.34 

Net Profit/Loss 226,749.00 307,515.08 

 

 

Our audit examinations related to the statement of revenue and expenditures resulted in the 

following findings: 
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Issue A 14 Understatement of revenue billing 

Finding  The Memorandum of understanding between the RWC Pastrimi and 

the Municipality of Gracanica defines the rights and obligations of the 

Enterprise and the Municipality. 

According to this agreement, the enterprise should do only monthly 

billing for waste collection service for customers in the service area, 

based on applicable tariffs approved by the competent authority. 

While, the Municipality of Gracanica is obliged to maintain the 

customer register of this area and carry out monthly cashing for the 

services. However, under the agreement, the prices of waste collection 

services on behalf of monthly operating expenditures are determined 

in the amount of €11,573 which will be paid by the Municipality based 

on enterprise invoice.  

Our tests show that RWC Pastrimi, besides billing invoicing the 

municipality for operating expenditures, also cashed on a monthly 

basis for the waste services the customers of Gracanica Municipality. 

Furthermore, from monthly invoicing for operating expenses, they 

deducted the bill amount of the customers equal to the amount of 

expenditures covered by the Municipality. Such action taken by the 

enterprise results in understating revenues for €32,666 on behalf of 

operating expenses. 

According to the CFO, this situation occurred as a result of the 

agreement in the meetings held with RWC Pastrimi and Officials of 

Gracanica Municipality. 

Risk The amount collected from customers by the enterprise, and its 

deduction from the agreed amount for operating expenditures creates 

incompliance with the memorandum of understanding and 

understating of revenues on behalf of operating expenditures. 

Recommendation A14 The Chairman of the Board should ensure renewal of agreement with 

Gracanica Municipality, where would be clearly defined the rights and 

obligations of the parties  and comply with the obligations deriving 

from the agreement. 
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Issue A 15 Number of employees employed without being specified in the agreement 

Finding  In order to maintain public hygiene and sanitation, the Pastrimi 

enterprise made a memorandum of understanding with the 

Municipality of Gracanica, according to which, the Municipality 

through the enterprise will hire necessary staff to perform the services, 

for which the municipality is obliged to make the monthly payment in 

amount of €13,494, including taxes and legal contributions. 

To obtain this service, the enterprise had employed 50 employees 

through the municipality, although the number of employees was not 

specified in the agreement. Furthermore, with the revenues collected 

by the Municipality, the enterprise did not manage to cover all 

employee salaries as the amount of expenditure was for €24,827 higher 

than the revenues collected for this service during the year. 

Lack of adequate analysis of expenditures and benefits prior to entering 

agreement on the provision of services and the specification of most of 

the terms only in the meetings between the parties, was the cause of 

identified irregularities. 

Risk Failure to specify the exact number of employees affects service 

provision over service cost, budget loss and consequently negative 

influence on the financial performance of the enterprise. 

Recommendation A15 The Chairman of the Board should review the terms of the agreement, 

ensuring that necessary and concrete actions are taken to immediately 

eliminate this situation and establish new terms, which should be 

formalized with a new service agreement. 
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Issue A 16 The number of billed customers is higher than the number specified in the 

contract 

Finding  With the contract concluded between the enterprise RWC Pastrimi and 

Prishtina Municipality for the provision of primary waste management 

and collection services in the Municipality of Prishtina, Article 10 

stipulates that from the January 1, 2018, the enterprise will make sure 

that the invoices received by the Municipality will be sent to the service 

customers through its staff. While according to article 11, the 

municipality will pay the enterprise for the service, based on the 

number of service customers for January-June 53,004 customers and 

July-December 54,000 customers at the price 3.80€. 

Based on official confirmations received by the enterprise, the 

Municipality only invoiced (printed the invoices) the customers only 

for the first quarter, while, from April to December the generation of 

invoices was made by RWC Pastrimi. However, this change to the 

contract term was not followed by any annex contract. Furthermore, the 

number of invoiced customers was higher than specified in the 

contract. During the second quarter (hereinafter TM) 69,694 customers 

were invoiced, for TM3- 59,185 and for TM4 - 64,273 customers. 

Whereas, the enterprise invoiced the municipality based on the number 

of customers specified in the contract. 

Invoice generating service from the enterprise was because of the 

problems collectors faced while receiving the invoices by the 

Municipality of Prishtina, as well as ease their assignment. Based on a 

verbal agreement, the enterprise accepted to provide this service. 

While, when it comes to the number of invoiced customers, they state 

that, this is stipulated in a contract signed by the former Chief Executive 

Officer. 

Risk Conducting additional services without changing the service price and 

different number of customers invoiced compared to what was 

stipulated in the contract, puts the enterprise into a risk to provide 

services for higher number of customers and operate below service cost. 

Recommendation A16 The Chairman of the Board should ensure an accurate analysis of the 

service cost, the number of customers served and once again review the 

terms of the contract with the Municipality of Prishtina, which should 

be reflected in any annex contract. 
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Issue A 17 Failure to apply established tariffs for services provided to institutions 

Finding  According to the Law on Waste (articles 14.3 and 15), municipal waste 

disposal charges and the manner of cashing for waste services are set 

by Municipalities. Based on this law, the Municipality of Prishtina, 

Lipjan, Fushë Kosovë, Obiliq and Podujevo drafted regulations on 

waste management and set waste service tariffs. 

Our testing show that in 39 cases, the services provided by RWC 

Pastrimi to institutions is based on m2, rather than as defined by 

regulations which is based on the type and emptying of containers. 

Furthermore, the enterprise does not possess the evidences (operational 

reports) regarding the provision of services, and this does not allow to 

obtain financial effect concerning these irregularities. Furthermore, in 

11 cases in the amount of €27,859, the enterprise entered into a contracts 

for special services with customers, but the price specified in these 

contracts was not in line with the tariffs set by the Municipalities. 

According to CFO, failure to bill the institutions and customers with 

special services in line with the tariffs set by respective Municipalities, 

occurred as a result of non-provision of price list by the departments of 

public services (except the Municipality of Prishtina). While, they 

justify the lack of evidences with the fact that, most institutions use 

shared city containers as there is no adequate infrastructure for placing 

the containers.  

Risk Failure to charge the service according to the tariffs set by the 

competent authorities and lack of evidences leads to non-

implementation of legal procedures and causes an inaccurate service 

cost, which consequently affects the profit/loss of the enterprise. 

Recommendation A17 The Chairman of the Board should ensure correction of non-

compliances as soon as possible by applying service tariffs set by the 

Municipality as a competent body, as well as providing evidence for 

each invoice related to the service provision. 
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Issue A 18 Lack of a regulation on revenue management 

Finding  The statute of the enterprise (Article 9) require that, the Enterprise drat 

regulations that contain provisions for the administration and 

operation of the joint stock enterprise. 

RWC Pastrimi did not have any regulation on revenue management 

that should be tailored to the needs and requirements of the enterprise 

and which relies on the applicable standards and regulations. 

This occurred as a result of non-evaluation of the importance of 

regulation on revenue management by the Management. 

Risk Lack of regulation on revenue management may result in errors or 

eventual misuses.  

Recommendation A18 The Board of Directors should ensure drafting of regulation on 

revenues that contain clear procedures for managing each type of 

revenue. 
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Issue A 19 Payment of allowances to the employees in contradiction of the Law on personal 

income 

Finding  Law no. 05/L-028 on Personal Income Tax Article 9, paragraph 2, 

stipulates that gross income from wages also include bonuses, 

allowances, salaries and other forms of remuneration that an employer 

or any other person on behalf of the employer pays the employees 

above and beyond the wage. 

The Board of Directors took three decisions on remunerating the 

employees on the occasion of two holidays in amount3 of €46,170. These 

payments were made in cash from the enterprise Central Cashbox, and 

were recorded as operating expenditures within “Employee allowance 

Expenditures" account. 

According to official confirmations, such payments from the cashbox 

were made with the request of the Management, in order to execute 

these payments at the time of holidays and to not apply tax duties and 

administrative fees by the bank. 

Risk Payments as such of employee benefits not included in gross wages and 

their inaccurate classification, apart from having an impact on the 

unfair presentation of operating expenses, they also result in non-

payment of taxes on wages. 

Recommendation A19 The Chairman of the Board should ensure that additional payments 

to employees by the Management decisions, are paid through the 

payroll system and applying tax duties on their behalf. 

  

                                                      
3 Decision dated 15.05.2018, payment of €20 to each employee, on the occasion of Ramadan month (total value 

€11,360) 
Decision dated 11/06/2018, payment of €30 to each employee, on the occasion of Eid al-Fitr (total value €17,100) 
Decision dated 08/16/2018, payment of €30 to each employee, on the occasion of the feast of Eid al-Adha (the 

total value of €17,760) 
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Issue A 20 Inadequate planning and implementation of procurement procedures 

Finding  Article 8 of the Law on Public Procurement (LPP) 04/L-042 obliges 

every contracting authority to submit in writing a final plan that 

identifies in reasonable detail all supplies, services and works that the 

contracting authority intends to procure over the course of such fiscal 

year. Whereas, article 5 of Rules and Operational Guidelines for Public 

Procurement (ROGPP) states that the preparation of the annual 

procurement plan: a) Eliminates the necessity of emergency 

procurements or exceptions; b) Aggregates requirements whenever 

possible to obtain the value for money; c) Enables identification of 

framework contracts; and d) Avoids splitting up of procurement 

requirements which are mainly similar or related. 

The enterprise drafted procurement plan of 32 procedures with a total 

estimated value of €2,047,179. 88 contracts were signed during the year, 

in the amount of €1,458,125, out of which, 70 were not included in the 

procurement plan, among them three contracts were signed with 

medium and small value (€341,234) and 67 contracts with minimum 

value (value €54,160). 

In addition, 14 foreseen activities by the procurement plan (value 

€518,000) were not implemented at all in 2018. As a result, 

implementation of procurement activity was only 44% based on the 

procurement plan. 

Furthermore, we have noticed that several procedures were developed 

for the same type of supplies/services resulting in division of requests: 

- For the project “Supply of parts for truck” with estimated value 

€40,000, 16 procedures have been developed, three price quotations 

and 13 procedures with a minimum value in a total amount of 

€35,020; 

- For the project “Maintenance and repair of vehicles”, with an 

estimated value of €80,000, 8 procedures have been developed with 

a minimum value in amount of €5,794; 

- For the project "Supply with Oil" project was foreseen to be carried 

out with an open procedure (the estimated value €95,000), while 

three procedures were carried out, one open procedure, one with 

price quotations and one minimum procedure; 

- For the project “Supply with computers and IT equipment” a price 

quotation procedure was foreseen with an estimated value of 

€9,000, while four procedures were developed, one price quotation 

and three minimum value procedures (total value €7,464 ); 

- Furthermore, five procedures for the supply of inventories with 

minimum values (€3,739) were carried out and they were not 

planned by the procurement plan. 
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According to procurement office officials, the phenomenon of the 

application of numerous procedures with minimal values is due to 

nature and urgent demands, especially from the operational unit. 

However, we have noticed that most of these procedures were of the 

nature of vehicle maintenance and office supplies, which can be 

planned. However, the Procurement Office continuously notified the 

Chief Executive Officer, Requesting Units and the Board of Directors 

that the activities with minimum values should be reduced, but 

regardless, all of these activities were carried out with the decision of 

the Chief Executive Officer. 

Whereas, for the activities that were planned but were not carried out 

according to the procurement plan, the procurement office had justified 

it, which requests from the requesting units for initiating the 

procedures have not been submitted. 

Risk Signing of contracts not foreseen in the procurement plan and failure to 

develop the planned ones reflects weaknesses in the procurement 

process, damages transparency, and eliminates competition and 

questions the quality of the goods/services received, by increasing the 

risk for not achieving effective and efficient objectives of the enterprise. 

Recommendation A20 The Chairman of the Board should ensure a detailed planning of 

procurement activities that will avoid the need for the division of future 

requests and shall ensure the application of appropriate procedures 

such as public frame contracts. The requesting units should submit the 

requests in time to allow the procurement office to plan and timely 

initiate procurement activities and procedures. 
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Issue A 21 Failure to follow the principles of separation of duties 

Finding  According to the Operational Guidelines for Public Procurement 

(OGPP), Article 62.3 paragraph 4, the principle of separation of duties, 

explicitly states: an official from a department who prepared the 

Specification and/or the TOR, or determined Quality Standards, or 

prepared Drawings, cannot participate as an evaluation committee 

member. 

In five4 tested procurement procedures, we noticed that officials who 

signed the technical specifications were assigned as evaluation 

committee members by not following the principles of separation of 

duties. 

Assignment of officials who drafted technical specifications as 

evaluation committee member for the above-mentioned cases 

according to official confirmations was mainly due to the lack of 

competent officials to evaluate the procedures in question.  

Risk Failure to follow the principle of separation of duties increases the risk 

of conflict of interest when developing procurement procedures. 

Recommendation A21 The Chairman of the Board should ensure that, when creating 

committees for carrying out procurement procedures, the principles of 

separation of duties are followed in order to avoid possible conflict of 

interest. 

  

                                                      
4 “Supply of special reducers” Procurement no. Self-Financing-18-2701-1-3-6; “Supply of Office Container” 

Procurement no. Self-Financing -18-690-1-3-6; “Supply of computers for the needs of the company” Procurement 
no. Self-Financing -18-69-1-3-6; “Supply of summer uniforms for employees” Procurement no. Self-Financing -
18-3098-1-3-6 and “Software Maintenance Services” Procurement no. Self-Financing -18-84-2-3-6. 
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Issue A 22 Contract Award to the Irresponsible Economic Operator 

Finding  Article 41 paragraph 8 and 9 of Rules and Operational Guidelines for 

Public Procurement (ROGPP) states that: A contracting authority shall 

correct an error in a tender that is of a purely arithmetical nature if such 

an error is discovered during the examination of tenders, however, this 

correction cannot be higher than two percent (2%) of the total value of 

the bid. The tenderer will be informed in writing immediately for such 

corrections. The CA will correct errors in price calculation, in the event 

if there is a discrepancy between the unit price and the total price that 

is obtained by multiplying the unit price and quantity, the unit price 

shall prevail and the total price shall be corrected. 

In the procurement procedure “Supply of electrical components for 

vehicles” the enterprise awarded the contract to Economic Operator 

(hereinafter EO) even though its financial bid had arithmetic errors 

which were above two percent (2%) of the total value of the bid. The 

financial offer was submitted in total amount of €21,955, while during 

price verifications at items 20, 26 and 28 there were discrepancies 

between the unit price and the total price. The error value for these 

items was €3,478 or about 14% higher than the bid. 

The Procurement Office stated that the evaluation committee that was 

responsible for evaluating this procurement procedure did not declare 

the abovementioned arithmetic errors. 

Risk  Failure to compare the unit prices with total bid prices resulted in 

awarding the contract to the EO with the highest price compared to all 

other operators. Such act financially causes losses to the enterprise and 

consequently no value for money can be achieved as foreseen by the 

Law on procurement. 

Recommendation A22 The Chairman of the Board should ensure that the Officer in charge 

for Procurement, exercises more rigorous supervision towards the 

Evaluation Committees in order to avoid EO contract award cases 

whose bids represent arithmetic errors above the allowed rate and 

consequently result in higher prices than other competitive bids. 
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Issue A 23 - Shortcomings in the process of procurement procedures and contract award to 

irresponsible EO 

Finding  Article 28 paragraph 3 of Rules and ROGPP, Where the “most 

economically advantageous tender is the criteria, the contract must be 

awarded to the tender which best meets the relevant criteria” In 

addition to price the CA include other criteria relevant to the subject of 

the contract. While, article 18 paragraph 13 - Tender dossier, states that, 

“Among the mandatory information required during the completion of 

the Tender Dossier, with regard to the PPL, are also the required terms 

of submission and the submission period”. 

The tender dossier published for the procedure “Supply of trucks”, 

with the estimated amount of €600,000, contains the deadline of 30 days 

for the implementation of contract. Whereas, Annex 6 the contract 

award criteria, the deadline for implementation (supply) was defined 

as a sub-criterion of evaluation weighed by 10%. 

Upon requests for clarification by some economic operators, the 

enterprise decided that the deadline of 30 days for contract 

implementation shall be removed from technical specifications and 

allowed the EO to set the delivery deadline, as the same was evaluation 

sub-criterion. Removal of the limitation of the delivery period is in 

contradiction of Article 18 of the ROGPP. 

According to official explanations from the procurement office, the 

contract notice and the tender dossier were published by the Public 

Procurement Regulatory Commission (hereinafter PPRC) with the role 

of monitoring unit of procurement activities, and as a result we have 

not had any reaction regarding setting of the delivery criterion as 

evaluation sub-criteria. However, we noticed that, in the second 

procedure of the same type for “Supply of Truck”, the PPRC requested, 

removal of the delivery deadline from the sub-criteria of the contract 

award. 

Risk  Setting the delivery deadline as a sub-criterion of the contract award 

may be a determining criterion for the award of a contract to the EO. 

The winning EO may then delay the delivery and thus the shipment 

deadline may be the same with other bidders who may have been 

refused because of this sub-criterion. Furthermore, non-limitation of 

delivery deadline by the CA risks accepting bids with very long time of 

delivery and as a result not meeting targeted objectives of the CA. 
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Recommendation A23 The Chairman of the Board should ensure that, in the case of 

procurements, a detailed analysis of the nature of the supplies is carried 

out, and when applying the criterion of most economically 

advantageous, the sub-criteria shall be determined in objective and 

measurable manner taking into account the, operational, maintenance 

and other lifespan costs as well as quality, functional, technical, or 

similar features. Furthermore, optimal deadlines for the delivery of 

supplies shall be set in order to achieve their efficiency and 

effectiveness. 

Issue A 24 - Contract award to irresponsible EO 

Finding  Based on article 65 of the LPP, An economic operator shall not be 

eligible to participate in a procurement activity or in the performance 

of any public contract if such economic operator has, in the past two 

years, been adjudged to be bankrupt or insolvent by a court of 

competent jurisdiction, or is currently the subject of proceedings: (i) for 

a declaration of bankruptcy, (ii) for an order for compulsory winding 

up or administration by the court; or (iiii) of any other similar 

proceedings and if currently delayed the payment of any tax in Kosovo 

or in the country of establishment of the economic operator. 

The Enterprise signed the contract “Supply of trucks” with a group of 

economic operators, in amount of €595,711, where the group leader 

according to the certificate issued by the Tax Administration is stated 

to have tax debts or other tax liabilities. In addition, in the case of two 

other contracts “Supply with office containers” in the amount of €6,999; 

and “Supply with Summer Uniforms” in the amount of €7,164, EO did 

not bring evidence from the competent Court proving that in previous 

years has not been declared bankrupt or insolvent. 

The cause of such irregularities was the negligence or carelessness of 

the officials responsible for signing the contract. This is due to the fact 

that for the aforementioned failures, the procurement office justified 

that, by Law it is allowed to award the contract to EO who have tax 

obligations while for the cases of lack of court evidences we have been 

confirmed that such document was not requested in the tender dossier. 

Risk  Failure to seek evidences from EO that are mandatory by Law and 

tender dossier increases the risk of signing public contracts with 

Irresponsible Operators. 

Recommendation A24 The Chairperson of the Board should ensure that, the eligibility 

requirements in the tender dossier shall be determined based entirely 

on legal provisions of the procurement Law and the same ones to be 

applied on the basis of those provisions. 
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Issue  A25 - Delay in implementation of the contract 

Finding  Article 8 on the General Conditions of the Contract “Supply of special 

reducers” stipulates that, if the supplier fails to deliver the equipment 

within the time limits specified in the contract, the CA shall be eligible 

for each day passing from the day of expiry period of the contract and 

current date of completion to receive actual liquidated damages equal 

to 0.25% per day of the value of undelivered supplies to a maximum of 

10% of the total value of the contract.  

The deadline for submission of equipment in the contract was 15 

calendar days from the date of signing the contract. According to the 

acceptance report, the equipment was received 28 days after signing the 

contract, with a delay of 13 days foreseen by the contract. Despite the 

requirements arising from the general terms and conditions of the 

contract, the enterprise did not apply the penalties for each day that has 

passed. 

According to official confirmations, the reason for not applying the 

penalties was that the procurement office had considered this process 

as the responsibility of the contract manager and as a result did not 

know about the delays. Consequently, in the absence of information 

and knowledge of this process, the application of the penalties was not 

requested by the Project Manager either. 

Risk  Improper contract management affects poor performance of the 

enterprise for the provision of efficient services to customers. This may 

also cause delays in other activities that may be interrelated. 

Recommendation A25 The Chairman of the Board should ensure that contract managers, in 

cases where economic operators do not comply with the time limits 

specified in the contracts for the delivery of goods, apply penalties for 

non-fulfilment of the contract terms. 
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Issue A 26 Hiring employees for work and specific tasks in a regular posts without 

recruitment procedures 

Finding  According to the Law on Labour (Article 8), the Public Sector Employer 

is obliged to carry out public vacancy notice, whenever admits an 

employee and establishes a working relationship. 

In December 2018, the enterprise hired 17 employees for work and 

specific tasks, but these employees covered regular job posts and no 

recruitment procedures organized for them. 

The cause of such hiring was that, the enterprise did not consider it 

necessary to carry out recruitment procedures for hiring employees for 

work and specific tasks. 

Risk Hiring employees for work and specific tasks in a regular job posts 

without developing any competitive process, eliminates competition 

and increases the risk of hiring inadequate persons in certain positions. 

Recommendation A26 The Chairman of the Board should ensure application of recruitment 

process in a regular and transparent manner and that regular positions 

are covered by regular employment contracts. 
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Issue A 27 - Hiring employees without recruitment procedures and exceeding hiring time 

limit 

Finding  According to the Law on Labour 03/L-212 (Article 8), the Public Sector 

Employer is obliged to carry out public vacancy notice, whenever 

admits an employee and establishes a working relationship, further, 

Article 10 of this Law - The employment contract allows the employer 

to bind a contract for work and specific tasks but no longer than 120 

days within a year. 

Our testing shows that the enterprise, based on Memorandum of 

Understanding with the Municipality of Gracanica entered a contract 

for work and specific tasks with 50 employees for whom recruitment 

procedures were not developed and who worked more than 120 days 

during the calendar year 2018. 

Hiring employees without developing recruitment procedures and 

over allowed deadline, officials justified that, it is based on the 

Memorandum of Understanding with the Municipality of Gracanica. 

Risk Hiring employees for work and specific tasks without developing 

recruitment procedures and over allowed deadline disables selection in 

a wider competition as well as increases the risk of hiring inadequate 

persons in certain positions. 

Recommendation A27 The Chairman of the Board shall ensure renewal of the Memorandum 

of Understanding with Municipality of Gracanica to define the terms in 

accordance with legal requirements. 
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Issue A 28 Failure to adhere legal time limit for the application deadline 

Finding  The Administrative Instruction on regulating public sector vacancy 

procedures obliges the employer to carry out public announcement 

through written media for any admitted employee, by keeping it open 

for 15 calendar days. 

In the vacancy of date 15.02.2018 for the Coordinator post, the 

enterprise announced the notice in written media enabling the 

competing opportunity for eight calendar days, which is in 

contradiction with the minimum deadline allowed under the 

applicable Instruction. 

The announcement of vacancy notice for a shorter period than the 

deadline set by the applicable directive occurred according to requests 

of the top management, and according to official confirmations, it is a 

phenomenon that has been repeated several times. 

Risk Reducing the legal time limit for applying, limits the possibility of 

creating a broader competition, increases the possibility of hiring 

incompetent persons, and thus, impossibility of achieving the 

objectives set out in the relevant post. 

Recommendation A28 The Chairman of the Board should ensure that, during each new 

recruitment, the announcements in written media are open in line with 

the legal deadline of 15 calendar days. 
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Issue A 29 Failure to carry out a written test for candidates during the recruitment process 

Finding  According to Administrative Instruction on the regulation of public 

sector competition procedures, it is required that, for the establishment 

of the employment relationship to apply a written test of all candidates 

who fulfilled the criteria of the advertised vacancy. 

In eight recruitment processes carried out in 2018, the enterprise did 

not apply written testing on the occasion of the development of 

employee employment procedures. 

According to the officials of the enterprise, interviewing as an 

evaluation tool was sufficient for the selection of candidate for the 

respective post. 

Risk Failure to carry out written testing during the recruitment process 

prevents fair competition as well as selection of adequate persons for 

the announced posts. 

Recommendation A29 The Chairman of the Board shall ensure that, when hiring new staff, 

applying written test for all candidates who have applied and fulfilled 

the criteria of the announced vacancies. 



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

 

40 

Issue A 30 Lack of interviewing evidences for all candidates invited to be interviewed 

Finding  In carrying out the recruitment procedures, the employer is obliged 

through the established committee to conduct verbal testing for all 

invited candidates who have passed the preliminary recruitment 

phases, which assessments shall also be recorded in the final evaluation 

report of the selected candidate as set out in the Administrative 

Instruction for regulating public sector vacancy procedures. 

For eight recruitment processes, except the admitted candidate, the 

enterprise does not possess interviewing evidences of all other 

competitors who have been invited to the interview, which would be 

the basis for judgement if the evaluation of the admitted candidate is 

fair and that the same has the highest scores. 

Responsible persons considered as unnecessary the documentation of 

all evaluations as only the evaluation of the admitted candidate was 

anticipated sufficient. 

Risk Lack of evidences in the process of evaluating competitors’ results in 

inability to verify whether the commission’s decision was fair, non-

discriminatory and in compliance with legal requirements. 

Recommendation A30 The Chairman of the Board should ensure documenting the 

evaluation of candidates for all recruitment processes in order to prove 

the selection of the meritorious candidate through open competition. It 

is important to ensure that the recruitment process is non-

discriminatory and the selection of adequate staff is made that helps the 

enterprise in achieving its objectives. 
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Issue A 31 - Complete lack of transparency during the recruitment 

Finding  According to the Administrative Instruction on regulating public sector 

competition procedures, the committee established for the 

development of recruitment procedures should list the candidates who 

have applied and prove whether they have fulfilled the competition 

criteria or not. 

In three recruitment processes for the admission of 8 employees, 

recruitment committees did not list the candidates who competed and 

it has not been proven if they fulfilled the competition criteria. 

Meanwhile, in one case, the application documents of the two 

candidates are missing. Also, in the vacancy for the admission of six 

employees, in the committee report was declared that, 17 candidates 

were competing, while the competition documents offered to us was 

for 18 candidates. 

The cause for this procedural avoidance was the fact, that the enterprise 

had not considered as relevant the application of such legal procedures 

during the recruitment processes and considered it sufficient to record 

them with the enterprise reference during the application. 

Risk  Bypassing procedures that aim to provide transparency during the 

recruitment process may result in manipulation of the results of the 

persons involved in the process. 

Recommendation A31 The Chairman of the Board should ensure that the established 

committees for developing recruitment procedures perform their 

assigned task in accordance with legal requirements thereby 

eliminating the possibility of manipulating the result of candidates. 
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Issue  A32 Irregularities in the recruitment process 

Finding  The Administrative Instruction on regulating public sector vacancy 

procedures obliges the employer to notify all competitors for the result 

and offer them legal advice that gives them the right to file a complaint 

within eight days. 

In three recruitment processes, the enterprise has no evidence of the 

notifying the candidates of test results and the possibility of filing a 

complaint within eight days. 

The enterprise claims that the report of the selection committee of the 

successful candidate is always advertised in a public place of the 

enterprise, but this was not kept as evidence, while the 8 day deadline 

is meant as a self-conceived right. 

Risk Failure to notify the candidates regarding the results of the competition 

as well as failure to provide the possibility of filing complaint may 

result in poor transparency, inability to use the right to complain, hiring 

inadequate persons and the possibility of cancelling the vacancy. 

Recommendation A32 The Chairman of the Board should ensure that, when taking decision 

on recruitment of employees all candidates should be informed about 

the results and all candidates shall be offered legal advice that gives 

them the possibility of complaint within the specified deadline, to 

offering a fair and transparent competition. 
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Issue A 33 Taking a decision on admitting candidates before closing of the announced 

vacancy 

Finding  According to the Administrative Instruction on regulating public sector 

competition procedures, the committee established for developing 

recruitment procedures following the development of the written and 

verbal testing process should issue a report on the test results that will 

be the basis for obtaining employment decision. 

During the recruitment of six new employees, the recruitment 

procedure committee before closing the deadline of public vacancy 

announcement, made the selection of the successful candidates (the 

vacancy was announced on 07.11.2018 for 15 calendar days, while the 

decision for appointment by the committee was taken on 15.11.2018). 

The persons in charge of the enterprise stated that, the date of the 

selection committee of the candidates before closing of the announced 

advertisement is a technical mistake, but the enterprise failed to 

provide additional evidence to prove the mistake. 

Risk Employment of employees in contradiction with recruitment 

procedures in force, disables taking right decisions and may affect poor 

competition in the future. 

Recommendation A33 The Chairman of the Board should ensure that, respecting the 

deadlines set when recruiting new staff in order to establish a 

competitive, non-discriminatory environment and the selection of 

adequate staff from a transparent competition. 

3.4 Statement of Changes in Equity 

In the Annual Financial Statements of the enterprise, capital is presented under this structure:  

Table 4: Capital of the PUBLICLY OWNED ENTERPRISE on 31.12.2018 

Description 31 December 2018 31 December 2017 

CAPITAL   

Base capital  25,000.00 25,000.00 

Reserve Capital 0.00 0.00 

Gains/Losses carried forward 8,102,222.67 7,794,652.54 

Current Year Profits/Loss 251,984.16 307,524.57 

Revaluation reserve 0.00 0.00 
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3.5 Statement of Cash Flows 

Cash Flow Statement provides information on changes in cash during the reporting periods 

presented, and categorises the cash flow achieved through operating, investing and financial 

activities. Enterprise cash flow information are useful to give the user of the financial 

statements an estimate of cash flow.  

Table 5: Cash receipts and expenditures            (in €) 

Description 31 December 2018 31 December 2017 

Cash flows from operating activities   

Cashing from customers 6,968,082.65 6,018,700.91 

Other cash receipts from operating activities 305,121.40 351,087.88 

Cash payments to suppliers 2,385,120.24 2,109,262.45 

Cash payments for employees   3,109,358.68    2,823,865.82  

Cash payments for compensation insurance 28,000.00 173,105.84 

Interest payments 67,548.85 0.00  

Interest payments  399,865.51 380,747.45 

Other cash payments for operating activities 95,785.77 268,778.05 

Net flow from operating activities 1,187,525.00 614,029.18 

Cash flow from investment activities   

Other cash receipts from investment activities 0.00 8,000.00 

Cash payments for the purchase of non-
circulating, tangible and intangible assets 

656,835.60 258,573.10 

Net cash from investing activities -656,835.60 250,573.10 

Cash flow from financing activities   

Cash increase  0.00 0.00 

Cash Decrease 0.00 0.00 

Net cash from financing activities 0.00 0.00 

Increase/decrease of cash during the year 530,689.40 363,456.08 

Cash at the beginning of the year 1,031,551.03 668,094.95 

Cash at the end of the year 1,562,240.43 1,031,551.03 

3.6 Handling of Explanatory Notes 

Explanatory notes provide information regarding the basis of preparation of the financial 

statements and accounting policies required by IFRSs and provide additional information not 

disclosed in the Statement of Financial Position, income statement, cash flow statement or 

statement of changes in equity, but, it is important to understand each one of them. 
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Issue  A34 Incomplete presentation of explanatory notes 

 

Finding  Under IAS 1, explanatory notes should be presented systematically as 

long as this is possible. Each item in the statement of financial 

position, income statement, statement of changes in equity or 

statement of cash flows should be referred to the relevant information 

in the notes. 

 

Financial items in the statement of financial position and income 

statement were not referenced to the relevant disclosures. 

 

This was a result of lack of attention while drafting the explanatory 

notes. 

Risk Failure to correctly reference the explanatory notes with related 

financial items, limit the users of the statements to understand correctly 

the financial and business position of the enterprise. 

Recommendation A34 The Chairman of the Board should ensure that, while drafting the 

notes, the information is referred to the relevant items according to 

accounting standards requirements. 
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4 Good Governance 

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 RWC Pastrimi, particularly related to 

accountability, risk management and the quality of management reporting. Other 

arrangements to that support the development of governance, such as responding to audit 

recommendations and operation of effective internal audit system needs to be improved. 
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4.1 Internal Audit System 

The Internal Audit Unit (IAU) operates with one members - the Director of IAU.  An effective 

audit requires a comprehensive work programme that reflects financial and other risks to 

RWC Pastrimi 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. In the Annual Internal Audit Plan 2018, IAU planned six 

audits, which were fully implemented. 

Through these reports, IAU provided information to the management on how effective 

internal controls and their functioning are. The internal audit approach was based on the risks 

and current events of the enterprise. The Audit Committee held regular meetings and 

reviewed all IAU report.  

Issue A 35 - Failure to follow the implementation of recommendations by IAU 

Finding  Under International Standards for the Professional Practice of Internal 

Auditing 2500, 2500.A1, 2500.C1, Internal Auditors should establish 

and maintain a system of monitoring the communicated outcomes to 

verify that those responsible have taken action or accepted the risk of 

not taking actions, as agreed in advance. 

IAU had not established and does not maintain a monitoring system of 

results communicated of engagements. 

The reason for not monitoring the implementation of recommendations 

is, that IAU assessed that this is the sole management responsibility. 

Risk Not monitoring the implementation of recommendations, disables 

improving governance processes, risk management and control 

processes.  

Recommendation A35 The Chairman of the Board through the Audit Committee should 

ensure that, IAU established a system of monitoring the communicated 

engagement outcomes to ensure that the recommendations are 

implemented effectively or that the management of the enterprise has 

accepted the risk of taking no actions, based on the earlier 

disagreements with the client. 
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Issue A 36 Insufficient resources for quality assurance of internal audit 

Finding  Under International Standards for the Professional Practice of Internal 

Auditing1300, 1310, 1311, the chief audit executive must develop and 

maintain a quality assurance and improvement program that covers all 

aspects of the internal audit activity through internal assessments that 

include: ongoing monitoring of the performance of the internal audit 

activity, as well as periodic self-assessments or assessments by other 

persons within the organization with sufficient knowledge of internal 

audit practices. 

IAU is composed of an official only, who performs audits and their 

review that makes it impossible to obtain an effective program of 

assurance and improvement of the quality of audit activities. 

Risk Carrying out and reviewing activities by a single officer does not allow 

the provision of assurance and improvement of the quality of audit 

activities. 

Recommendation A36 The Chairman of the Board through the Audit Committee should 

ensure that, IAU establishes an effective program for the provision of 

assurance and improvement of the quality of internal activities through 

increase of human resources with sufficient knowledge of internal 

audit practices. 

 

4.2 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, a range of internal controls are applied by Management to ensure that systems and 

operate as intended, we have noticed that the measures applied are weak and ineffective and 

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

problems. 
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Issue A 37- failure to draft a risk management plan 

Finding  By assessing the risks as an integral part of internal control, it is 

estimated that for the Management to establish an effective control 

environment, shall assess the risks the entity faces while pursuing its 

objectives. This assessment provides the basis for developing 

appropriate risk responses. 

The enterprise drafted the Business Plan 2018, which contains, threats 

(risks) of the enterprise, but it does not foresee the probabilities of 

occurrence and the impact that those risks may have on achieving the 

objectives. Furthermore, did not take concrete steps towards 

establishing a risk management system. 

The reason why the risk management plan had occurred is due to lack 

of proper attention by the Management regarding this issue. 

Risk Lack of an adequate plan for managing potential risks, impacts the 

inability enterprise to respond in a timely manner or to reduce risks at 

acceptable levels. 

Recommendation A37 The Chairman of the Board should ensure that management has taken 

concrete steps towards developing a risk management plan that 

contains potential impact, preventive measures and subsequent actions 

in cases when those risks materialize. 

5 Progress in implementing recommendations 

Audit of AFS 2017 of RWC Pastrimi J.S.C was carried out by a private audit firm, which 

prepared the independent auditor’s report and given a qualified opinion, as well as 

management letter in which only one recommendation was given. The Enterprise did not 

prepare an Action Plan in the auditor's report and the letter to the management stating how 

the recommendations given will be implemented. However, by the end of our 2018 audit, one 

recommendation has been implemented and one was not yet addressed but, which we 

consider to be unimplemented but closed. For a more thorough description of 

recommendations and how they are addressed, see Table 4 (or the Table of recommendation). 
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Table 4 Summary of prior year recommendations and of 2018 

No Audit area Recommendations  of 2017  Actions taken  Status 

1 AFS- basis 
for the 
opinion  

As presented in the note 10 of the 
financial statements, property, plant 
and equipment are presented in 
ledgers in a net amount of €5,739,265. 
An integral part of these assets is the 
land used by the enterprise but not 
owned by it. 

Conceptual 
Framework for 
Financial 
Reporting 
paragraph 4.6, 
states that, 
during the 
assessment, 
whether an item 
meets the 
definition of an 
asset, attention 
should be paid 
to its basic 
substance and 
economic reality 
and not merely 
its legal form. 

 

Recommen
dation  
unimpleme
nted, but 
closed  

 

2 Manageme
nt Letter 

Process TM payments according to 
Law No. 05/L029 on Corporate 
Income Tax, tax on profit should be 
paid in month March of the following 
year. Advance instalments of income 
tax should be paid by the taxpayer on 
a quarterly or monthly basis. 

In 2018, 
payments based 
on TM were 
processed  

Implement
ed  

No Audit area Recommendations of 2018 

1 Basis for 

the audit 

opinion 

The Chairman of the Board should ensure that, the financial officers 

record transactions on the basis of accrual accounting that give effect in 

several accounting periods, ensuring that deferred revenues are 

economically matured (accomplished) in the future accounting periods 

as well. 

2 Basis for 

the audit 

opinion 

The Chairman of the Board should ensure that, immediate actions have 

been taken to identify the customers whose cash has been accumulated 

in the “Unknown Customer” account and that the unpaid obligations to 

the enterprise have been deducted. 

3 Basis for 

the audit 

opinion 

The Chairman of the Board should ensure establishment of effective 

communications between the Finance Office and Legal Service, hence, 

the Finance Office is timely informed for all legal issues with financial 

effect. Furthermore, ensure corrections of the financial impact in the 

financial statements, such as the case of withdrawal of deposited 

guarantee in the Court by the bailiff. 
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4 Basis for 

the audit 

opinion 

 The Chairman of the Board should ensure appropriate accounting 

records when reducing obligations towards suppliers, thus, ensuring an 

accurate value of short-term liabilities in the statement of financial 

position. 

5 Basis for 
the audit 
opinion 

The Chairman of the Board should ensure drafting a list of assets received 
from grants and that, incomes from grants for depreciable assets are 
recognized as incomes over the periods in which the depreciation for 
those assets is attributed. 

6 Basis for 
the audit 
opinion 

The Chairman of the Board should ensure, a comprehensive review of 
asset register, and concrete corrective actions are taken in accordance 
with accounting standards for: asset valuation; recording of assets 
received as a donation at their fair value; carry out depreciation on all 
assets; recording of all assets that are not included in the accounting 
registers but are in use; and reconciliation between the asset register and 
the commission stocktaking report. 

7 Basis for 
the audit 
opinion 

The Chairman of the Board should ensure external reporting 
requirement in accordance with the Law on Public Enterprises, and that 
such reports have been approved by the Board of Directors and 
submitted to the Municipal Shareholder Committee. 

8 Basis for 
the audit 
opinion 

The Chairman of the Board should ensure that an analysis is carried out 
to determine the causes for the modification of the opinion. Actions need 
to be taken to a systematically and pragmatically address the causes to 
remove the errors in the annual financial statements and ensure their true 
and fair view. 

9 Basis for 
the audit 
opinion 

The Chairman of the Board should ensure establishment of effective 
processes to confirm that AFS drafting plan 2019 addresses all issues of 
compliance. This should also include, review of draft AFS by the 
Management, with special focus on high-risk areas and areas where 
errors of previous years have been identified. Statements shall not be 
signed by CEO and CFOT, unless all necessary controls have been 
applied to the AFS before they are submitted to BoD. 

10 Business 
Plan 
(revenues 
and 
expenditur
es) 

The Chairman of the Board should ensure that, the business plan is based 
on the real opportunities of the enterprise and the implementation of 
funding sources is systematically monitored, and major differences or 
deviations from initial planning are reflected in a reviewed plan. 

11 Statement 
of financial 
position 

The Chairman of the Board should ensure that, the management has 
taken concrete actions within a short period of time to draft and 
implement internal regulations on asset management describing all the 
procedures for the use of assets and responsibilities to be distributed 
based on a clear and documented delegation system. 

12 Statement 
of financial 
position 

The Chairman of the Board should ensure that, within as short as possible 
designated period of time, review and take necessary corrective actions 
with the intention of recording all customers with the description “XX” 
with the name of service users. In addition, ensure that, recorded credited 
amount is defined for each of them and that necessary cashing measures 
are being taken. 
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13 Statement 
of financial 
position 

The Chairman of the Board should ensure that, on the date of producing 
financial statements, only prepayments arising from regulatory actions 
for them shall be presented, as well as, necessary corrective actions have 
been taken to present a fair view of prepayments. 

14 Statement 
of revenue 
and 
expenditur
es  

The Chairman of the Board should ensure renewal of agreement with 
Gracanica Municipality, where would be clearly defined the rights and 
obligations of the parties and comply with the obligations deriving from 
the agreement. 

15 Statement 
of revenue 
and 
expenditur
es 

The Chairman of the Board should review the terms of the agreement, 
ensuring that necessary and concrete actions are taken to immediately 
eliminate this situation and establish new terms, which should be 
formalized with a new service agreement. 

16 Statement 
of revenue 
and 
expenditur
es 

The Chairman of the Board should ensure an accurate analysis of the 
service cost, the number of customers served and once again review the 
terms of the contract with the Municipality of Prishtina which should be 
reflected in any annex contract. 

17 Statement 
of revenue 
and 
expenditur
es  

The Chairman of the Board should ensure correction of non-compliances 
as soon as possible by applying service tariffs set by the Municipality as 
a competent body, as well as providing evidence for each invoice related 
to the service provision. 

18 Statement 
of revenue 
and 
expenditur
es 

The Board of Directors should ensure drafting of regulation on revenues 
that contain clear procedures for managing each type of revenue. 

19 Statement 
of revenue 
and 
expenditur
es 

The Chairman of the Board should ensure that additional payments to 
employees by the Management decisions, are paid through the payroll 
system and applying tax duties on their behalf. 

20 Statement 
of revenue 
and 
expenditur
es  

The Chairman of the Board should ensure a detailed planning of 
procurement activities that will avoid the need for the division of future 
requests and shall ensure the application of appropriate procedures such 
as public frame contracts. The requesting units should submit the 
requests in time to allow the procurement office to plan and timely 
initiate procurement activities and procedures. 

21 Statement 
of revenue 
and 
expenditur
es 

The Chairman of the Board should ensure that, when creating 
committees for carrying out procurement procedures, the principles of 
separation of duties are followed in order to avoid possible conflict of 
interest. 

22 Statement 
of revenue 
and 

The Chairman of the Board should ensure that the Officer in charge for 
Procurement, exercises more rigorous supervision towards the 
Evaluation Committees in order to avoid EO contract award cases whose 
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expenditur
es 

bids represent arithmetic errors above the allowed rate and consequently 
result in higher prices than other competitive bids. 

23 Statement 
of revenue 
and 
expenditur
es  

The Chairman of the Board should ensure that, in the case of 
procurements, a detailed analysis of the nature of the supplies is carried 
out, and when applying the criterion of most economically 
advantageous, the sub-criteria shall be determined in objective and 
measurable manner taking into account the, operational, maintenance 
and other lifespan costs as well as quality, functional, technical, or similar 
features. Furthermore, optimal deadlines for the delivery of supplies 
shall be set in order to achieve their efficiency and effectiveness. 

24 Statement 
of revenue 
and 
expenditur
es 

The Chairperson of the Board should ensure that, the eligibility 
requirements in the tender dossier shall be determined based entirely on 
legal provisions of the procurement Law and the same ones to be applied 
on the basis of those provisions. 

25 Statement 
of revenue 
and 
expenditur
es 

The Chairman of the Board should ensure that contract managers, in 
cases where economic operators do not comply with the time limits 
specified in the contracts for the delivery of goods, apply penalties for 
non-fulfilment of the contract terms. 

26 Statement 
of revenue 
and 
expenditur
es  

The Chairman of the Board should ensure application of recruitment 
process in a regular and transparent manner and that regular positions 
are covered by regular employment contracts. 

27 Statement 
of revenue 
and 
expenditur
es 

The Chairman of the Board shall ensure renewal of the Memorandum of 
Understanding with Municipality of Gracanica to define the terms in 
accordance with legal requirements. 

28 Statement 
of revenue 
and 
expenditur
es 

The Chairman of the Board should ensure that, during each new 
recruitment, the announcements in written media are open in line with 
the legal deadline of 15 calendar days. 

29 Statement 
of revenue 
and 
expenditur
es 

The Chairman of the Board shall ensure that, when hiring new staff, 
applying written test for all candidates who have applied and fulfilled 
the criteria of the announced vacancies. 

30 Statement 
of revenue 
and 
expenditur
es 

The Chairman of the Board should ensure documenting the evaluation 
of candidates for all recruitment processes in order to prove the selection 
of the meritorious candidate through open competition. It is important 
to ensure that the recruitment process is non-discriminatory and the 
selection of adequate staff is made that helps the enterprise in achieving 
its objectives. 

31 Statement 
of revenue 

The Chairman of the Board should ensure that the established 
committees for developing recruitment procedures perform their 
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and 
expenditur
es  

assigned task in accordance with legal requirements thereby eliminating 
the possibility of manipulating the result of candidates. 

32 Statement 
of revenue 
and 
expenditur
es 

The Chairman of the Board should ensure that, when taking decision on 
recruitment of employees all candidates should be informed about the 
results, and all candidates shall be offered legal advice that gives them 
the possibility of complaint within the specified deadline, to offering a 
fair and transparent competition. 

33 Statement 
of revenue 
and 
expenditur
es 

The Chairman of the Board should ensure that, respecting the deadlines 
set when recruiting new staff in order to establish a competitive, non-
discriminatory environment and the selection of adequate staff from a 
transparent competition. 

34 Explanator
y Notes 

The Chairman of the Board should ensure that, while drafting the notes, 
the information is referred to the relevant items according to accounting 
standards requirements. 

35 Internal 
Audit 
System 

The Chairman of the Board through the Audit Committee should ensure 
that, IAU established a system of monitoring the communicated 
engagement outcomes to ensure that the recommendations are 
implemented effectively or that the management of the enterprise has 
accepted the risk of taking no actions, based on the earlier disagreements 
with the client. 

36 Internal 
Audit 
System 

The Chairman of the Board through the Audit Committee should ensure 
that, IAU establishes an effective program for the provision of assurance 
and improvement of the quality of internal activities through increase of 
human resources with sufficient knowledge of internal audit practices. 

37 Manageme
nt 
Reporting, 
Accountabi
lity and 
Risk 
Manageme
nt 

The Chairman of the Board should ensure that management has taken 
concrete steps towards developing a risk management plan that contains 
potential impact, preventive measures and subsequent actions in cases 
when those risks materialize. 

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

version shall prevail. 

  



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

 

55 

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: Letter of confirmation 

 


