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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 International Standards of 

Supreme Audit Institutions and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Publicly Owned Enterprise RIC 

“Drini i Bardhe” J.S.C, in consultation with the Assistant Auditor 

General, Arvita Zyferi-Hashani, who supervised the audit. 

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

Dalloshi – Hoxhaj (team leader), Shpresa Zenelaj - Krasniqi and 

Xhemile Berisha  - Hoti (team members), 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 Irrigation Company “Drini 

i Bardhe” J.S.C (hereinafter RIC Drini i Bardhe) 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 12/07/2018.   

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 RIC Drini i Bardhe.   

Opinion of the Auditor General 

Disclaimer of the Opinion 

In absence of sufficient and adequate audit evidence, we were not able to give an opinion on the 

AFSs for 2018.  

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  

 

 

 

 

 

Management’s response to 2018 audit 

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

commitment to address all recommendations given. 

The National Audit Office appreciates cooperation of management and staff of RIC Drini i Bardhe 

during the audit process.  

Lack of sufficient and adequate 
audit evidence have led to the 

Disclaimer of the Opinion on the 
AFSs of 2018.

The Chairman of the Board should analyze 
the reasons for the Disclaimer of Opinion 

in 2018 and identify the actions required to 
enable a fair and true presentation of the 

AFSs in 2019 (see issues on basis for 
opinion).

The financial management and 
control process has been followed 
by many weaknesses in all areas.

The Chairman of the Board should ensure 
that specific actions are taken in order to 

eliminate the identified weaknesses in  
FMC area (see issues B1  to A13)

Despite the progress made to 
implement the prior year 
recommendations, further 
commitment is required to 

eliminate weaknesses in internal 
controls.

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

that prior year recommendations are 
actively addressed, giving priority to the 

areas that have led to the disclaimer of the 
opinion (see issue A17).

Governance arrangements related 
to accountability, mangement 

reporting and risk management are 
poor. 

The Chairman of the Board should ensure 
that the reporting and accountability 
process has been improved and risk 

management plans have been drafted (see 
issues A14 to B5).
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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 the RIC Drini i Bardhe 

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 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 by the Chief Administrative Officer and Chief Financial Officer. 

The declaration on presentation 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 Government that all relevant information has been provided to 

ensure that an audit process can be undertaken.   

2.1 Audit Opinion  

Disclaimer of Opinion  

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

ended on 31st of December 2018 which comprise of the Statement of Financial Position, Statement of 

Income, Cash Flow Statement, Statement of Changes in Equity, and the summary of accounting 

procedures and other Explanatory Notes.  

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

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

Therefore, we will not express an opinion on the annual financial statements.   
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Basis for Disclaimer of Opinion 

 Assets consist of the active elements of the economic unit assets, while requirements for them 

are presented as creditors and owners' requests. They comprise the passive elements of the 

entity's assets or sources of financing the asset's elements. Actions occurring in the entity 

cause changes in the entity's assets elements, so, assets, liabilities and equity. These effects 

should be recorded in such a way that they never disrupt the accounting equation. 

 

Company's assets presented in the statement of financial position are not equal to liabilities 

and equity for the amount of €82,650. This has occurred as a result of the lack of accurate 

records of financial items which consequently cause non-balance of the statement of financial 

position. 

 

 According to IAS 16, revaluations should be done on a regular basis every three to five years 

to ensure that the (net) accounting value of the asset does not differ materially from what 

would be determined if fair value would be used at the end of the reporting period. 

Management of the Company has failed to prove when has the last time the asset valuation 

process owned or managed by the Company has occurred. As a result, the value of land 

recorded in the accounting books is €924,200 while the value of the buildings is €513,393. 

The company failed to provide us with any official document proving the value of these 

properties. 

 

Lack of relevant evidence and lack of asset valuation for long periods of time has occurred 

due to management’s failure to address these issues. 

 Accounting data should be an accurate source of information for the production of financial 

statements.  

In the accounting records, assets were recorded only as a balance of 2017 in the amount of 

€3,737,885. Other than an Excel format summary in which the company's assets were 

recorded by the end of 2017, the Company had no analytical records from any particular 

asset management accounting module that would be the basis for confirming the accuracy 

of the value presented. In addition, the value in the accounting register (balance of 2017) was 

€48,250 higher than their value presented in the excel assets report. 

Frequent changes of the accounting programmes and the lack of asset management officers 

were the main reasons for the errors identified. 

 The explanatory notes of the financial statements present additional information in order to 

meet the needs of users with information on the composition of the balance sheet items and 

the income statement. They usually contain information about the accounting policies used 

by the entity to prepare the financial statements. 
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The Company has disclosed, in the explanatory notes, that it applies the straight-line method 

for depreciating assets. While our tests show that the Company when depreciating assets 

applied the surplus reduction method and this resulted in lower depreciation expenses by 

€198,614, unlike the expenses that would have to be presented if linear methods were 

applied as presented in the explanatory notes. 

Staff negligence during the production of financial statements has resulted in identified 

deficiencies.  

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

alia, requires that business organisations shall verify at least once a year the existence and 

valuation of assets through the inventory process and this inventory shall be equal to the 

accounting books. 

The company did not conduct harmonisation between the assets register and the inventory 

commission report submitted at the end of 2018. As a result, we noted discrepancies between 

the asset register (excel) with the following inventory reports: 

- In the asset report (excel) there are four assets (irrigation channels) that are not presented 

in the inventory reports. The value of these assets at the end of 2017 was €342,082; 

 

- Four assets (irrigation channels) in the amount of €68,866 presented in the asset register, 

according to the inventory commission are not under the management of the company. 

 

- Whereas, 34 assets (channels and damns) that are presented in the inventory report are not 

included in the asset register for which we were not able to obtain evidence regarding the 

completeness and accuracy of the assets and as a result, their depreciation. 

According to the Management of the Enterprise this has occurred as a result of the lack of 

defining the ownership of assets and therefore the records are not harmonised. 

 According to IAS 16, par. 50, the amortisable amount of an asset will be allocated on a 

systematic basis over its useful life. While according to paragraph 55 of this standard, 

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

the conditions necessary for it in order to be able to function in the intended way.  

The Company has not applied the requirements for asset depreciation standards from the 

moment the asset is in use. This is so because three assets in the amount of €383,322 which, 

according to the technical acceptance reports were functionalised at the end of 2017, namely 
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at the end of 20181, were recognised as the following investments. Such registrations have 

resulted in underestimation of depreciation expenses by €5,940 and overestimation of assets. 

The reason for this was negligence or carelessness of the staff upon their registration. 

 Accounts receivable presented in the financial statements for 2018 were €53,661, while for 

2017 the Company recognised €48,960 as expenses for bad debts. The Company's 

management was unable to provide us with evidence of accounts that it recognised as bad 

debts, and due to this effect, we are unable to verify the accuracy of accounts receivable at 

the end of the year. 

 VAT deductible account (receivables) is the asset account. With the debt surplus it will show 

the amounts to be collected by the state for VAT. In the statement of financial position it 

would be reflected in the receivables section. 

During 2018, the company presented the VAT payable in the total amount of €16,485, while 

the deductible VAT was €32,658, resulting in a debit balance of €16,173. However, our 

analyses made based on the tax declarations for this tax account and the general state of the 

declarations and other taxpayer transactions resulted in that the company has a debit 

balance for VAT for 2018 in the amount of €24,835. 

The VAT difference by €8,662, between the amount presented in the statement of financial 

position and the confirmation by the Tax Administration of Kosovo (TAK), is an amount for 

which short-term assets have been understated. This occurred due to the lack of 

harmonisation of accounting records with VAT declarations and payments. 

 Liabilities account for salaries payables is a liability of the company to pay its employees.  

Liabilities to employees for the period 2008-2016 presented in the statement of financial 

position of 2018 were €77,538. The company has provided evidence of employee obligations 

for the period 2013-2015 in the amount of €84,332. While, during 2017 and 2018, it paid 

liabilities in the amount of €17,885, namely €20,705, but these payments were not reflected 

in the decrease of the obligations in the list of liabilities. Further, the company does not 

possess evidence of employee obligations for the period 2008-2012. Given the above, and 

despite the implementation of audit procedures, we have not been able to confirm the status 

of these liabilities at the end of the year as the company does not possess data regarding 

these obligations. 

This has occurred as a result of lack of employee contracts as well as other relevant evidence, 

while the failure to reflect payments in the liabilities list was due to staff negligence. 

                                                      
11  • Channel of Behovci (€106,868), technical acceptance on 17.12.2017;  

• Channel of Drencoi (€143,154), technical acceptance on 23.11.2018 and  
• Vija e Gështenjës (€133,299), technical acceptance on 12.12.2018  
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 According to IAS 20, the grant awarded for assets (investments) will be recognised by the 

entity as deferred income (liability). The entity will gradually recognise it in its income over 

the useful life of the asset received through the grant. 

The Company has presented the deferred income in the amount of €2,608,151 in the 

statement of financial position. However, we were not able to confirm the accuracy of this 

amount. This is so because in the accounting records there is only a balance of this account, 

while based on the asset register the value of the grants at the end of 2018 was €2,388,989. 

Given that the assets register is not complete, we cannot obtain assurance that the value of 

the assets benefited from the grant is correct and concurrently the deferred income is correct. 

As a consequence, income from grants cannot be confirmed in the income statement. 

 According to IAS 1, a package of financial statements should contain a statement of changes 

in equity which presents a summary of all changes in equity.  

The equity presented in the statement of changes in equity was €1,147,934. The enterprise 

has managed to provide evidence only for the stock capital in the amount of €25,000, while 

it does not possess accounting records or other evidence regarding the composition of the 

remaining part of this amount. We were not able to perform regular audit procedures for 

this amount. In addition, the year's profit value presented in the statement of changes in 

equity compared to the profit for the year in the income statement was understated by 

€79,950. 

According to official confirmations by the Chief Executive Officer, the capital amount was 

inherited for years for which we could not obtain evidence. Meanwhile, the incorrect 

presentation of the year's profit was due to negligence during the production of the AFS.   

 Accounting records should be an accurate source of information for the production of 

financial statements.  

Profits held in the statement of financial position and statement of changes in equity were 

presented in the amount of €280,262. However, the company does not possess any analytical 

accounting records on withheld profits/losses and was unable to provide sufficient and 

appropriate evidence for this item. 

Frequent changes in accounting programmes and lack of diligence during the transfer of 

records were the main reasons for the lack of analytical data. 

 According to IAS 1, a complete package of financial statements, among others, should 

contain comparative information of previous periods.  

The company produced the cash flow statement for 2018, but this statement does not contain 

comparative information for the previous period. Such actions have occurred due to 

negligence in the production of financial statements in accordance with accounting 

standards. 
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 According to IAS 1, an entity should prepare financial statements (except cash flow 

information) on the basis of increasing accounting. The purpose of the cash flow statement, 

in accordance with IAS 7, is to meet the users' accounting needs with respect to the monetary 

result, with the influx movement of monetary means during the accounting period. 

The Company, in the section of operational activities of cash flow statement, presented the 

amount of €196,270, which were received in the form of grants from MED which during the 

year were spent on financing capital investments. However, these assets should be 

categorised as cash inflow into financing activities and as cash outflow into investment 

activities. Also, the final calculation of inflows and outflows in the statement of cash influx 

and cash balances presented in the statement of financial position is not correct by €1,241. 

The reason for incorrect presentation of the cash influx statement has occurred due to 

insufficient due diligence shown during the presentation of the AFS.  

 The explanatory notes of the financial statements present additional information in order to 

meet the needs of users with information on the composition of the balance sheet items and 

the income statement. They usually contain information about the accounting policies used 

by the entity to prepare the financial statements. 

As a result of the lack of sufficient and adequate evidence for financial items, we were not 

able to confirm the accuracy and completeness of the explanatory notes. 

Responsibility of the Management for AFS 

The Management of RIC Drini i Bardhe is responsible for the preparation and fair presentation of 

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

Financial Reporting Standards (IFRS) and for such internal control as management determines is 

necessary to enable the preparation of financial statements that are free from material misstatement, 

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

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

on Publicly Owned Enterprises (as amended and supplemented), and Law 06/L-032 on Accounting, 

Financial Reporting and Audit.  

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

reporting process. 

Auditor General’s Responsibility for the Audit of the AFS 

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

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

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

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

for an opinion. 
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2.1 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 Law no. 03/L-048, on Public Financial Management and Accountability 

(as amended and supplemented); 

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

 Requirements of Law no. 04/L-087 on Publicly Owned 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); 

 Guidelines requirements no. 2/2013/MoF on the Structure and contents of annual 

financial reports; and 

 POEs are also required to comply with the following requirements 

o POE Charter;  

o Business Plan;  

o Quarterly reports;  

o Annual reports;  

o Consumer satisfaction Report; and  

o Draft plan and final procurement plan in time. 

Given the above - the approval made by CEO and CFOT when the draft AFS are submitted to the 

Board of Directors can be considered to be incorrect because material errors were identified during 

the audit.   

In the context of other external reporting requirements, we have not identified non-compliances.   

 

2.2 Recommendations related to Annual Financial Statements 

Recommendation A1 The Chairman of the Board should ensure that immediate actions are taken 

to ensure sufficient and appropriate evidence for items for which the 

enterprise does not possess evidence and ensure that the errors identified in 

the statement of financial position have been corrected in order to prepare an 

accurate view according to the requirements of standards. 
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Recommendation A2 The Chairman of the Board should ensure that a comprehensive asset registry 

review is carried out and concrete corrective actions are taken in accordance 

with accounting standards for: asset valuation; asset reconciliation between 

asset register and accounting records; the fair disclosure of policies related to 

asset depreciation; providing evidence of the value of land and buildings, 

harmonisation between asset register and commission report for inventory. 

Recommendation A3 The Chairman of the Board should ensure that actions are taken to provide 

evidence regarding the recognition of bad debts and ensure that they are 

deducted from accounts receivable.  

Recommendation A4 The Chairman of the Board should ensure that corrective actions are taken so 

that the accounting records are in compliance with the tax account balance in 

the Tax Administration. 

Recommendation A5 The Chairman of the Board should ensure that actions are taken to provide 

evidence regarding salary obligations to employees and payments made 

reflect the decrease in the amount of obligations.  

Recommendation A6 The Chairman of the Board should ensure a comprehensive review of the 

asset register, financing sources and other documents by providing an 

accurate list of deferred income and consequently grants revenues. 

Recommendation A7 The Chairman of the Board should ensure to provide evidence of capital and 

profits held to have a true and fair view of them.  

Recommendation A8 The Chairman of the Board should ensure that the financial statements 

contain comparative information of previous periods and their approval is 

made only when the statements have been prepared according to the 

requirements of standards. 

Recommendation A9 The Chairman of the Board should ensure that effective processes have been 

established to confirm that corrections to errors identified in the cash flow 

have been made to ensure a true and fair view of them. 

Recommendation A10 The Chairman of the Board should ensure that information was provided 

on the explanatory notes on the composition of the items of the statements 

according to accounting requirements of standards. 
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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 Publicly Owned Enterprise. Specifically, 

we have handled revenue management, expenditures, assets, liabilities and accounts receivable. 

Financial Management and Control Conclusion 

Controls over general management are poor which resulted in all areas with a number of 

weaknesses. 

Revenue management needs improvement as the controls were weak and prevented accurate 

recognition of items in the financial statements, outsourcing services to customers with a price lower 

than the fees set in the BoD decisions and failure to draft the regulation on revenue management. 

In the area of human resources, failure to respect the criteria of the competition and the neglect of 

steps of the recruitment process are the shortcomings identified. 

Also, existing controls in the management of non-current assets, receivables, liabilities and equity 

are not adequate. They have prevented the accurate and complete recording and reporting of these 

accounts both in the accounting records and in the AFS. These and other weaknesses presented in 

this report should be taken into account by the BoD and concrete actions are needed to improve the 

Company's financial management and control. 

 

 

 

 

 

 

 

 

 



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

 

 16 

3.1 Business plan (revenues and expenditures)  

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

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

Table 1 Table of revenues and expenditures according to annual pan for 2018           (in €)   

Description  
Initial 

planning  

Final 

 plan  

 Outturn 
2018 

Outturn  
2017 

Activity revenues  62,500 32,510 10,187 146,810 

Other revenues  94,172 119,259 160,6232 109,266 

Grant revenues    196,270  

Total revenues  156,672 151,769 367,080 256,076 

Salary expenditures  129,330 123,275 123,634 111,612 

Repair and maintenance 
expenditures  

6,000 4,500 3,239 5,502 

Administrative costs   500 2,800 2,092 1,159 

Other costs3 20,300 15,900 15,713 80,808 

Total expenditures  156,130 146,475 144,679 199,082 

Explanations for changes in revenues and expenditures planning are given below:  

 Revenue planning for 2018 was significantly lower than the execution for 2017, namely the 

revenues from the activity compared to the plan was achieved only 31%, while the exceeding 

in relation to the planned budget in the other revenues item is the result of subsidies from 

the Ministry of Economic Development in the amount of €40,000. This has occurred 

considering that the main activity of the enterprise is irrigation of agricultural lands and rain 

precipitations during the summer months have had an impact on the decrease of water 

requirements, consequently in failure to generate planned revenues. 

The expenditures incurred this year compared to the planning were 99% and there are no 

significant differences noted between the executed and the planned amount. 

                                                      
2 Other revenues include: Revenues from other services in the amount of €82,487, revenues from the provision of 

services to Municipalities in the amount of €38,135 and revenues from subsidies from MED in the amount of €40,000  
3 Other expenditures include: fuel costs in the amount of €6,000, electricity costs in the amount of €900, costs for pellets 

in the amount of €900, insurance costs in value 
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3.2 Statement of Financial Position  

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

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

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

regulations and we provided the following recommendations. 

Table 2: Statement of financial position of RIC Drini i Bardhe as of 31 December 2018    (in €) 

Assets  Year 2018 Year 2017 

Land  924,200 924,200 

Construction facilities  487,724 513,394 

Irrigation channels   2,185,276 2,300,291 

Inventory, equipment and machinery  3,889 5,815 

 Following investments 383,322 216,991 

 Accounts receivable 53,661 45,361 

Paid VAT  32,658  

 Other requirements  0 11,369 

Cash at bank and at cashbox  143,270 146,507 

Total assets  4,213,997 4,163,929 

Equity    

Capital stocks  1,147,934 1,147,934 

Profits/losses withheld  280,262 245,392 

Profits / losses of the year  900 61,075 

Liabilities    

Deferred grants  2,608,151 2,036,436 

Trade accounts payable  1,775 1,032 

Liabilities to employee salaries 2018-2016 0 97,836 

Liabilities to net salaries  77,538 0 

Tax liabilities  16,484 2,006 

Tax on profit  100.00 0 

Deferred income from grants  0 2,608,651 

Total liabilities and equity  4,113,147 4,163,929 
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Issue B1 - Lack of the regulation on management of receivables 

Finding According to Article 7 of the Charter, the Company should draft a regulation 

for its administration and functioning. 

The Company has not drafted regulations or policies on how to deal with 

accrued accounts for years and for dealing with bad debts. 

This has occurred due to the lack of time of the CEO and the CFO in 

completing draft regulations with the requirements that the regulation 

should contain. 

Risk Lack of regulations or policies for the management of accounts receivable 

affects the increase of receivables and the decrease of the liquidity of the 

enterprise, and increases the risk of incorrect presentation of accounts 

receivable in the statement of financial position. 

Recommendation B1 The Chairman of the Board should issue regulations for the management of 

accounts receivable, by establishing clear procedures and controls, while 

being in compliance with applicable standards and rules. 
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3.3 Statement of Income and Expenditures 

Publicly-Owned Enterprise RIC Drini i Bardhe have, in the following statement, presented all types 

of revenues generated during the year, expenditures and financial result. 

Table 3: Statement of income and revenues as of 31 December 2018                           (in €) 

Description   Year 2018 Year 2017 

Collection revenues (irrigation)  10,187 50.844 

Other revenues  82,487 111,031 

Service revenues (Municipality)  38,135 45,000 

Subsidy revenues MED  40,000 49,220 

Conversion of deferred revenues in revenues  196,270 0 

Total revenues  367,080 256,096 

Revenues from grant depreciation  125,876 

Gross profit  367,080 381,973 

Wages and salaries  (111,612) (123,634) 

Repair and maintenance expenditures  (3,239) (5,502) 

Administrative costs  (2,092) (1,159) 

Electricity expenditures  (707) (1,488) 

Fuel expenditures  (5,466) (4,758) 

Pellet expenditures  (1,293) 0 

Other operational costs  (5,635) (74,561) 

Unpredicted expenditures  (2,610) 0 

 Depreciation and amortisation expenditures  (141,550) (121,815) 

Total expenditures  (274,204) (332,917) 

Profit/loss before tax  80,850 61,075 

Tax on profit  0 0 

Net profit/loss  80,850 61,075 
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Issue A 11 – Deficiencies in management of revenues    

Finding  The Law on Land Irrigation stipulates that the Oversight Board of the 

respective Enterprise sets out the irrigation fees that the organisations and 

farmers shall pay. 

In accordance with this requirement, the Board of Directors (BoD) by 

decisions has defined irrigation fees for some economic operators or clients 

with the respective fee ranging from €50-€2,500 without providing any 

additional clarification as to which criteria were applied when the fees were 

set out.  

Then, our tests show that in 15 cases, the enterprise has entered into contracts 

with customers with a price lower than the fees set out in the BoD decisions. 

Of all these cases, the contracted amount is €2,000 lower compared to the 

amount according to BoD decisions. In the other 30 cases in the amount of 

€12,512, we noticed that the enterprise has entered into contracts with 

customers without a decision of the BoD where the irrigation fees for these 

operators would have been determined. 

According to the CEO, fees were determined based on prior visits made to 

operators, whereas the conclusion of contracts with a lower price than the 

fees set out by the BoD occurred due to the disagreement of customers with 

these fees. 

Risk Setting out different fees for the same services without basic criteria risks 

client discrimination, the decrease of the reputation of the enterprise and the 

possibility of court lawsuits. While conclusion of contracts contrary to the fees 

set out in the BoD decisions or without their approval risks the enterprise 

invoicing customers under/ (above) the cost of service. 

Recommendation A11 The Chairman of the Board should ensure that the setting out of irrigation 

fees for the services it provides are based on clear criteria for their 

determination. The Chairman of the Board should also ensure that the 

necessary corrective measures are taken in the shortest possible period when 

the prices set out in contracts are not in accordance with the decisions of the 

BoD, and concrete actions have been taken for contracts concluded with 

operators without setting out fees by BoD. 
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Issue B2 – Lack of a regulation on the management of revenues and expenditures   

Finding Article 7 of the Charter stipulates that the Company should draft regulations 

that contain provisions for its administration and functioning. 

The BoD has not drafted regulations setting out the rules, conditions and 

procedures for proper management of revenues and expenditures. 

The reason for this was insufficient attention of the Steering Board and the 

Chief Executive Officer. 

Risk Lack of regulations on management of revenues and expenditures poses a 

potential risk of irregularities and increases the likelihood of potential errors 

or misuse.   

Recommendation B2 The Chairman of the Board should ensure that a regulation on the 

management of revenues and expenditures has been issued, setting out clear 

procedures and controls, based on applicable standards and rules. 

Issue A 12 – Lack of evidence upon invoicing   

Finding  The main activity of the Enterprise is providing irrigation supply services. 

In six invoicing cases for land irrigation services in the amount of €331, 

invoices were made based on the contract concluded between the collector 

and the farmer specifying the land area to be irrigated and there is no 

additional evidence (certificate from any commission) that confirms the 

performance of the service as well as the surface of irrigated land.  

The lack of a commission for evaluating the services rendered is justified by 

the Company due to insufficient number of staff, and that the assessment by 

the collector is a sufficient basis for invoicing.  

Risk Lack of evidence to confirm the irrigated land surface and confirmation only 

by the collector risks that the enterprise will provide irrigation services for 

larger areas than the one presented in the contracts and will provide services 

under the cost of service. 

Recommendation A12 The Chairman of the Board should ensure that upon invoicing the irrigation 

services, a land surface confirmation commission have been established 

which will be irrigated, while invoicing will be done based on the report of 

this commission.  
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Issue A 13 – Irregularities during the recruitment process 

Finding  Administrative Instruction no. 07/2017 on the regulation of competition 

procedures in the public sector, stipulates that candidates who have fulfilled 

the criteria of the competition should be invited to the written tests, the test 

should contain 100 points and candidates who pass 50% of the written test 

should be invited to oral testing.  

In the competition for the position of CFO, out of the 11 candidates who 

applied, five candidates were invited, and two of whom did not meet the 

criteria of the competition, while one candidate was not invited who 

according to the commission's minutes the criteria were met. Because the 

candidate withdrew the competition documentation, it was impossible to 

review the documentation. Also, the test was scored at 75 points maximum, 

while according to the regulation this should be up to 100 points. In addition, 

no interviews were conducted at all, while the process resulted in successful 

candidates. 

This occurred because the commission did not respect the requirements of 

the regulation with the justification they considered sufficient for the test to 

consist of only 75 points and that the evaluation of the candidates in writing 

alone was sufficient for the selection of the appropriate candidate for this 

position. 

Risk Discrimination during the recruitment process and failure to take into 

account the steps of the recruitment process restricts competition and 

increases the risk of engaging inadequate persons in certain positions. 

Recommendation A13 The Chairman of the Board should ensure that, in the case of engaging new 

staff, recruitment procedures are developed according to legal requirements 

in order to create a competitive and non-discriminatory environment, and 

select adequate staff through a transparent competition.  
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3.4 Statement of changes in equity   

The equity has been presented according to the following structure in Annual Financial Statement 

of the Enterprise: 

Table 4: The equity of Publicly-Owned Enterprise as of 31.12.2018 

3.5 Cash Flow Statement  

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

classifies the cash flow achieved through operating, investing and financial activities. Information 

on company’s cash flow is useful to give the user of the financial statements, a cash flow estimate. 

Table 5: Receipts and expenditures of cash                         (in €) 

Description  31 December 2018 

Cash flow from operational activities   

Cash at the beginning of the year  146,507 

Receipts from purchasers  165,096 

Payment to suppliers  (221,288) 

Payments to salaries  (145,224) 

VAT payments  (3,798) 

Prepayments obtained  6,000 

Conversion of deferred revenues in revenues  196,270 

Revenues from the enforcement agents  138 

Payments for banking expenses  430 

Cash from operational activities  (3,236) 

Cash at the end of the year  143,271 

 

 

Description  31 December 2018 31 December 2017 

CAPITAL 1,429,096  

Capital stock  1,147,934 1,147,934 

Reserve capital  0 0 

Carried forward profits/losses  280,262 245,392 

Current year profits /loss 900 61,075 
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3.6 Handling of Explanatory Notes  

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

statements and accounting policies required by IFRSs and provide additional information which is 

not disclosed in the Balance Sheet, Income Statement, Cash Flow Statement or Statement of Changes 

in Equity but are important to understand each one of them. 

The issues raised as a result of our examinations for this area are presented in the Basis for Opinion. 

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 are a number of governance weaknesses. There are no risk management plans; the 

implementation of the recommendations given in the previous year is poor and other arrangements 

that would support governance development, such as the operation of an effective internal audit 

system need improvement. Internal audit provided an overview of the level of assurance of internal 

controls and provided recommendations to their improvement. However, this unit did not 

distribute the audited results to the auditee prior to the final approval of the report and did not draft 

plans for all engagements and there is no audit work programme.   

4.1 Internal Audit System 

The Internal Audit Unit (IAU) operates with one member of staff who operates as the Head of IAU. 

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

of the enterprise 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 audit recommendation. IAU prepared the strategic plan and annual work plan based on 

the prior risk assessment, based on which it carried out the audits during the year.  

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

and their functioning are. The internal audit approach was based on risks and current events of the 

company. The Audit Committee has held regular meetings and reviewed all IAU reports. 
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Issue A 14 - Lack of planning of each engagement and audit work programmes 

Finding  International Standards for the Professional Practice of Internal Auditing 

2200 and 2240, foresee that internal auditors should draft and document a 

plan for each engagement, including the objectives, scope, purpose, timelines, 

and allocation of engagement resources. They should also develop and 

document work programmes that achieve the objectives of engagement.  

The Internal Audit Unit, during 2018, has not drafted plans for any 

engagement and engagement work programmes as required by standards. 

According to IAU, the cause of not drafting the audit plan and programme 

was the fact that such a request was not considered very relevant. 

Risk Lack of engagement plans and programmes increases the risk of failure to 

achieve engagement objectives as well as failure to identify, analyse, evaluate 

and document engagement information.  

Recommendation A14 The Chairman of the Board, through the Audit Committee, should ensure 

that the Internal Audit Unit drafts and documents each audit engagement, 

engagement work plans and programmes according to the requirements of 

the ISPPIAs.  

Issue A 15 - Failure to distribute audit results to the Auditee 

Finding  ISPPIA 2440.A1 stipulates that the Head of Internal Audit is responsible for 

communicating the final results to the parties who can ensure that the results 

will be given due attention. 

The IAU does not communicate the engagement results to the audited party 

before submitting the report to the Audit Committee and does not practice to 

giving the opportunity to commenting to the auditee. 

The reason for not communicating the audit results to the audited party was 

that the IAU considered the distribution of the results only to the Audit 

Committee sufficient. 

Risk Failure to distribute audit results to the auditee leaves room for 

misunderstandings or misinterpretations between auditors and auditee, as 

well as the possibility of not implementing the recommendations given. 

Recommendation A15 The Chairman of the Board should, through the Audit Committee, ensure 

that the IAU communicates the results of engagement to the audited party 

after the completion of each audit engagement and offers the opportunity to 

comment prior to submitting the final audit reports to the Audit Committee.  
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Issue A 16 - Failure to implement recommendations of the Internal Audit 

Finding  According to ISPPIA 2500.A1, the Head of IAU should establish follow-up 

monitoring processes and ensure that senior management staff actions are 

effectively implemented or that senior management staff has accepted the 

risk of not taking actions.  

IAU has not established and does not maintain a system of monitoring the 

communicated engagement results to ensure that the recommendations are 

implemented effectively. 

This has occurred as a result that IAU justifies monitoring the implementation 

of the recommendations with the annual reporting.   

Risk Failure to follow the implementation of the recommendations risks the failure 

to timely inform the Audit Committee and delays in the implementation of 

the recommendations, which consequently prevent the improvement of 

governance processes, risk management and timely control processes.   

Recommendation A16 The Chairman of the Board should, through the Audit Committee, ensure that 

the Internal Audit Unit periodically monitors the communicated engagement 

results to ensure that the recommendations are effectively implemented or 

that the management of the enterprise has accepted the risk of not taking 

actions.  
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Issue B3 - Failure to implement recommendations of IAU by Management   

Finding  According to ISPPIA 2440, as the Head of Audit makes the distribution of 

audit results according to reconciliations in the final report, it is the 

responsibility of the senior management of the enterprise to fulfil the 

recommendations given or to accept the risk of not taking action. 

The Company's Management, during the audit, has not proven that it has 

systematically followed-up the progress of meeting the recommendations 

given by IAU.  

Failure to implement recommendations was due to the negligence showed by 

Management and lack of the requirements from the Audit Committee and 

BoD on the implementation of the plan.  

Risk Failure to follow-up the implementation of recommendations by Enterprise 

Management impedes the improvement of governance processes, risk 

management and timely control processes. 

Recommendation B3 The Chairman of the Board should ensure that the management of the 

enterprise continuously follows-up the implementation of recommendations 

given by the IAU in accordance with the commitments in the final 

recommendations. 
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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 Organisation. 

Although, a range of internal controls are applied by Management to ensure that systems 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. 

 

Issue B4 – Incomplete implementation of risk management requirements 

Finding Code of Ethics and Corporate Governance for Publicly Owned Enterprises 

paragraph 15.9 stipulates that among the duties and responsibilities of the 

Board is the establishment of policies for risk management and control. 

The company, in the Business Plan, has identified threats - risks that can affect 

the weakening of the company's ability to achieve the objectives. However, it 

has not prepared a plan for managing these risks. 

These are due to insufficient accountability and internal controls.  

Risk Lack of a risk management plan can negatively affect the achievement of the 

company's objectives. This is so because proactive actions needed to prevent 

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

and a timely manner.  

Recommendation B4 The Chairman of the Board should ensure the drafting of the risk 

management plan provide monthly reporting on the implementation of risk 

requirements, including their impact assessment, in the event they occur, and 

determine preventive measures and responses to them.   
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Issue B5 – Inadequate segregation of duties 

Finding According to Principle 10, the segregation of duties into the components of 

control activities, among others, provide for that management should 

consider segregation of duties as part of the control activity so that 

incompatible duties are separate to prevent misuse in the internal control 

system.  

All revenues and expenses are managed only by the CFO (for the reason that 

the accountant is on a maternity leave), who is authorised to proceed, 

approve, record and report all transactions. 

Failure to substitute the accountant or failure to delegate duties to any other 

official other than the CFO is justified by the CEO with that that, that the 

enterprise has insufficient staff numbers and company's financial capacities 

are limited. 

Risk Authorisation and inadequate segregation of duties and responsibilities 

reduce the effective control and management’s ability to monitor actively the 

company's revenues and expenses.  

Recommendation B5 The Chairman of the Board should undertake a review of existing 

arrangements for delegating responsibilities and accountability by ensuring 

adequate segregation of duties and clarification of delegated responsibilities. 

The Chairman of the Board should also ensure that the duties and functions 

between the Authorising Officer and the one recording transactions are 

separate.   

5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS of RIC Drini i Badhe resulted in 20 key recommendations. The 

Enterprise prepared an Action Plan stating how all recommendations will be implemented.  

Engagement in the addressing of issues and recommendations given in the prior audit report has 

been noticed and at the end of our 2018 audit, the implementation of recommendations was as 

follows: eight (8) recommendations have been implemented, four (4) were in process; and eight (8) 

have not been addressed yet.   

For a more thorough description of the recommendations and how they are addressed, see Table 4 

(or Table of recommendations).    
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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 The Chairman of the Board 
should ensure that a 
comprehensive analysis is 
undertaken to determine the 
causes of Disclaimer of the 
Opinion and actions are 
undertaken that issues which 
have affected the opinion are 
adjusted and not repeated. 

Further on, the Chairman of 
the Board should ensure that 
effective processes are in place 
to confirm that the 2018 AFS 
production plan formally 
addresses all compliance 
issues. This also includes 
Management review of the 
draft AFS with specific focus 
on high risk areas and areas 
where errors have been 
identified in previous years. 
The Statements should not be 
signed by the CEO and CFO 
unless all necessary checks 
have been applied before the 
same are submitted to the BoD. 

The Enterprise did not 
provide sufficient and 
adequate evidence for: 
Assets, Liabilities to 
Employees, Deferred 
Income, Equity Capital, and 
Bad Debt. 

Have not been 
addressed. 

2 Budget Process The Chairman of the Board 
should ensure that the 
business plan is based on the 
company’s real opportunities 
and revenue and expenditure 
execution is monitored 
systematically and major 
changes or deviations from the 
initial plan are reflected in a 
revised plan. 

The enterprise has revised 
the business plan. 

Implemented. 

3 Petty Cash The Chairman of the Board 
should ensure that cashiers, 
once depositing funds at the 
cash register, are immediately 
deposited into the bank 
account. Whereas, by 
producing a special regulation 
for cash management setting 

The BoD had approved the 
cash management regulation 
and established the cash 
counting commission, which 
had also compiled the 
counting report. 

Implemented. 
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the amount for filling the cash 
box, which is withdrawn from 
the bank with the respective 
description. While at the end of 
the year to appoint a 
committee to confirm the cash 
register, providing accurate 
cash value in cash box and 
AFS. 

4 Accounts 
Receivable 

The Chairman of the Board 
should ensure that an internal 
policy related to the 
management of receivables is 
produced. Further on, he 
should strengthen the 
accounting controls so that any 
eventual changes and account 
adjustments are controlled and 
the system allows audit trails 
to show. Further on, the Board 
needs to carry out a 
comprehensive analysis of 
these accounts and in cases 
when the legal conditions are 
met, they should be identified 
as bad debts and uncollectible 
debts. While for other 
accounts, it should determine 
the strategy on how and within 
which deadlines they will be 
collected. 

The enterprise had made 
adjustments with the clients 
and the necessary 
corrections, but had not 
drafted a regulation on 
management of AR, and no 
analysis was made on 
statutory limitation of the 
debts. 

Partially 
implemented. 

5 Non-current 
Assets 

The Chairman of the Board 
should within a short time 
frame produce an internal 
regulation on asset 
management, describing all 
procedures for the use of assets 
(staff rights and obligations). 
Further on, to provide 
complete and accurate 
accounting records for all 
assets of the company. 

Has corrected the value of 
assets (removed pellet from 
the register). Have not 
drafted the regulation, assets 
were not recorded in the 
accounting in analytical 
manner, but only as 
balances.  

Partially 
implemented. 

6 Tax Liabilities The Chairman of the Board 
should ensure that the 
required adjustments are made 
and when VAT invoices are 
processed, the VAT is 
calculated and declared. 

During 2018, the company 
calculated and declared VAT 
on processing of sales bills. 

Implemented. 
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7 Payable 
Accounts 

The Chairman of the Board 
should strengthen internal 
controls when financial 
records are registered. Further 
on, make sure that the 
necessary adjustments are 
made with the suppliers and 
errors in the accounting 
records are adjusted, and then 
necessary actions are 
undertaken to pay the 
obligations towards the 
suppliers. 

The necessary corrections 
have been carried out. 

Implemented. 

8 Revenues The Chairman of the Board 
should ensure that a regulation 
on revenue management is 
produced, establishing clear 
procedures and controls, based 
on applicable standards and 
rules. Further on, ensure the 
issuance of a fee list for the 
services it offers, based on clear 
criteria and on the relevant 
legal basis. 

The POE did not issue 
regulations and tariffs. 

Not 
implemented. 

9 Procurement 
Procedures 

The Chairman of the Board 
should ensure that purchases 
of goods and services are made 
fully in compliance with the 
Law on Public Procurement in 
order to achieve the required 
transparency and competition 
and ensure the efficient use of 
public funds. Further on, by 
putting in place relevant 
committees, ensure a formal 
process of accepting goods and 
services. 

Procurement procedures 
have been developed when 
purchasing goods and 
services. 

Implemented. 

10 Goods and 
Services 

The Chairman of the Board 
should produce an internal 
regulation on expenditure and 
supply management, 
clarifying the responsibilities 
of the officials, the acceptance 
procedures of the supplies, the 
forms and their reporting 
periods. 

POE had drafted a draft 
regulation but it was not 
approved. 

Not 
implemented. 

11 Employer’s 
Contributions 

The Chairman of the Board 
should ensure that the 

The necessary corrections 
have been carried out. 

Implemented. 
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necessary adjustments are 
made and accurate amounts 
are presented in the financial 
statements. 

12 Human 
Resources 

The Chairman of the Board 
should ensure that when staff 
is engaged, new competition 
procedures are developed and 
all legal requirements are 
considered. 

There have been competition 
procedures, but not all legal 
requirements have been 
applied. 

Partially 
implemented. 

13 Explanatory 
Notes 

The Chairman of the Board of 
Directors should ensure when 
preparing the AFS, the 
explanatory notes present all 
detailed, complete and 
accurate information as 
required by the accounting 
standards. 

The explanatory notes were 
incomplete and inaccurate. 

Not 
implemented. 

14 Implementatio
n of 
Recommendati
ons 

The Chairman of the Board 
should ensure that an action 
plan for implementation of 
recommendations is drafted 
which clearly sets out a 
timetable for addressing them 
and accountable staff members 
with initial focus on those of 
greatest significance. 

Out of 20 recommendations, 
8 were implemented, 4 
partially implemented and 8 
have not been implemented. 

Partially 
implemented. 

15 Internal Audit The Chairman of the Board 
should ensure that the audited 
units prepare action plans for 
the implementation of IAU 
recommendations, analyse the 
reasons for not addressing the 
recommendations and take the 
required actions for their 
implementation. Further on, to 
ensure that out-of-plan 
auditing requests include 
activities of current events 
rather than very distant 
periods. 

 Not 
implemented. 

16 Risk 
Management 

The Chairman of the Board 
should ensure that the risk 
management plan is drafted, 
delegate direct responsibility 
for risk management to a 
respective director, provide 
monthly reporting on the 

 Not 
implemented. 
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implementation of risk 
requirements, including their 
impact assessment in case they 
occur, as well as determine the 
preventive measures and 
respond to them. 

17 Segregation of 
Duties 

The Chairman of the Board 
should undertake a review of 
the existing arrangements for 
delegating responsibilities and 
accountability by ensuring 
proper segregation of duties 
and clarification of delegated 
responsibilities. He should also 
ensure that the duties and 
functions between the 
Authorising Officer and the 
one carrying through 
transaction registration are 
separate. 

 Not 
implemented. 

18 Water Permit The Chairman of the Board 
should ensure that the 
necessary documents for the 
application are completed as 
soon as possible in order to 
avoid the refusal of the request 
by the competent Ministry and 
to obtain the Water Permit. 

Has obtained the water 
permit from respective 
authority. 

Implemented. 

19 Code of Ethics The Chairman of the Board 
should ensure that the 
necessary measures are taken 
to draft and adopt a code of 
ethics according to the 
requirements of the law on 
POEs and signed by 
management and company 
officials. 

The enterprise has drafted 
the Code of Ethics and senior 
officials have signed the 
commitment for its 
implementation.   

Implemented. 

20 Website  The Chairman of the Board 
should put into place a 
company’s website and 
publish all regulations, reports 
and documents required by the 
law on publicly owned 
enterprises for the purpose of 
transparency towards the 
public. 

 

The Enterprise has not 
functionalised the website 
but all the documents are 
published on the POE Policy 
and Monitoring Unit Web 
site. 

Closed not 
implemented. 
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No Audit area Recommendations  of 2018 

1 Basis of 
Opinion The Chairman of the Board should ensure that immediate actions are taken to 

ensure sufficient and appropriate evidence for items for which the enterprise 
does not possess evidence and ensure that the errors identified in the statement 
of financial position have been corrected in order to prepare an accurate view 
according to the requirements of standards. 

2 Basis of 
Opinion The Chairman of the Board should ensure that a comprehensive asset registry 

review is carried out and concrete corrective actions are taken in accordance 
with accounting standards for: asset valuation; asset reconciliation between 
asset register and accounting records; the fair disclosure of policies related to 
asset depreciation; providing evidence of the value of land and buildings, 
harmonisation between asset register and commission report for inventory. 

3 Basis of 
Opinion The Chairman of the Board should ensure that actions are taken to provide 

evidence regarding the recognition of bad debts and ensure that they are 
deducted from accounts receivable.  

4 Basis of 
Opinion The Chairman of the Board should ensure that corrective actions are taken so 

that the accounting records are in compliance with the tax account balance in 
the Tax Administration. 

5 Basis of 
Opinion The Chairman of the Board should ensure that actions are taken to provide 

evidence regarding salary obligations to employees and payments made reflect 
the decrease in the amount of obligations.  

6 Basis of 
Opinion The Chairman of the Board should ensure a comprehensive review of the asset 

register, financing sources and other documents by providing an accurate list of 
deferred income and consequently grants revenues. 

7 Basis of 
Opinion The Chairman of the Board should ensure to provide evidence of capital and 

profits held to have a true and fair view of them.  

8 Basis of 
Opinion The Chairman of the Board should ensure that the financial statements contain 

comparative information of previous periods and their approval is made only 
when the statements have been prepared according to the requirements of 
standards. 

9 Basis of 
Opinion The Chairman of the Board should ensure that effective processes have been 

established to confirm that corrections to errors identified in the cash flow have 
been made to ensure a true and fair view of them. 

10 Basis of 
Opinion The Chairman of the Board should ensure that information was provided on 

the explanatory notes on the composition of the items of the statements 
according to accounting requirements of standards. 

11 Accounts 
Receivable 

The Chairman of the Board should issue regulations for the management of 
accounts receivable, by establishing clear procedures and controls, while being 
in compliance with applicable standards and rules. 
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12 Revenues The Chairman of the Board should ensure that the setting out of irrigation fees 
for the services it provides are based on clear criteria for their determination. 
The Chairman of the Board should also ensure that the necessary corrective 
measures are taken in the shortest possible period when the prices set out in 
contracts are not in accordance with the decisions of the BoD, and concrete 
actions have been taken for contracts concluded with operators without setting 
out fees by BoD. 

13 Revenues and 

Expenditures 

The Chairman of the Board should ensure that a regulation on the management 

of revenues and expenditures has been issued, setting out clear procedures and 

controls, based on applicable standards and rules. 

14 Revenues The Chairman of the Board should ensure that upon invoicing the irrigation 

services, a land surface confirmation commission have been established which 

will be irrigated, while invoicing will be done based on the report of this 

commission. 

15 Wages and 

Salaries 

The Chairman of the Board should ensure that, in the case of engaging new staff, 

recruitment procedures are developed according to legal requirements in order 

to create a competitive and non-discriminatory environment, and select 

adequate staff through a transparent competition. 

16 Good 

Governance 

The Chairman of the Board, through the Audit Committee, should ensure that 

the Internal Audit Unit drafts and documents each audit engagement, 

engagement work plans and programmes according to the requirements of the 

ISPPIAs. 

17 Good 
Governance 

The Chairman of the Board should, through the Audit Committee, ensure that 
the IAU communicates the results of engagement to the audited party after the 
completion of each audit engagement and offers the opportunity to comment 
prior to submitting the final audit reports to the Audit Committee. 

18 Good 
Governance 

The Chairman of the Board should, through the Audit Committee, ensure that 
the Internal Audit Unit periodically monitors the communicated engagement 
results to ensure that the recommendations are effectively implemented or that 
the management of the enterprise has accepted the risk of not taking actions. 

19 Good 
Governance 

The Chairman of the Board should ensure that the management of the 
enterprise continuously follows-up the implementation of recommendations 
given by the IAU in accordance with the commitments in the final 
recommendations. 

20 Good 
Governance 

The Chairman of the Board should ensure the drafting of the risk management 
plan provide monthly reporting on the implementation of risk requirements, 
including their impact assessment, in the event they occur, and determine 
preventive measures and responses to them.   

21 Good 
Governance 

The Chairman of the Board should undertake a review of existing arrangements 
for delegating responsibilities and accountability by ensuring adequate 
segregation of duties and clarification of delegated responsibilities. The 
Chairman of the Board should also ensure that the duties and functions between 
the Authorising Officer and the one recording transactions are separate.   

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

version shall prevail. 
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Annex I: Explanation of the different types of opinion 

applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework. 

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

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

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

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

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

audit evidence, may be materially misstated; and 

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

on the financial statements. 

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

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

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

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

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

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

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

material and pervasive to the financial statements. 

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

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

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

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

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

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

remove the limitation. 

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

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

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

responsibility. It also includes illustrative examples of reports. 

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

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

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

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

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

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

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

be included immediately after the opinion; 

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

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

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

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

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

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

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

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

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

the opinion and any Emphasis of Matter paragraph. 
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Annex II: Letter of confirmation 

 

 


