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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 Supreme Audit Institutions 

standards and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Regional Water Company 

Hidroregjioni Jugor’’ J.S.C Prizren 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 Liridona 

Berisha Kelmendi (Team Leader), Ernes Beka, and Jetmira Isufi 

(team members) under the management of the Head of Audit 

Department Enver Boqolli.  

 

 

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 the Regional Water Company 

Hidroregjioni Jugor J.S.C Prizren (hereinafter Hidroregjioni Jugor) 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 13/11/2018.   

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 Hidroregjioni Jugor. 

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. 

 

 

Annual Financial 
Statements

Financial 
Management and 

Control

Implementation of 
recommendations 
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Key Conclusions and Recommendations  

 

 

 

 

The Chairman of the Board did not agree with audit findings and conclusions. Comments of the 

Chairman of the Board on issues which we have not agreed upon are outlined in detail in Annex II.  

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

Publicly Owned Enterprise RWC Hidroregjioni Jugor during the audit process.        

  

Material misstatements that are 
pervasive in all financial 

statements have resulted with 
Adverse Opinion for the AFSs of 

2018.

The Chairman of the Board should analyze 
the reasons behind the Adverse Opinion 

given in the AFSs of 2018 and to undertake 
required actions to enable a fair and true 

presentation of the AFSs in 2019. (see 
issues at basis for opinion).

Many weaknesses have been 
identified in all areas related to 

financial management and control.

The Chairman of the Board should take 
necessary actions in order to eliminate 

weaknesses in the area of FMC (see issues 
A6 - A8 and B2 - B3).

Governance arrangements related 
to risk managment are poor. 

The Chairman of the Board should ensure 
drafting of the operating and financial 

risks register (see case B4).
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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 business of Hidroregjioni 

Jugor, 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  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 recorded in the AFS. AFSs have been 

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

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

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

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

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

provided to ensure that an audit process can be undertaken.   

2.1 Audit Opinion  

Adverse Opinion 

We have audited the AFS of the Hidroregjioni Jugor for the year ended on 31st of December 2017, 

which comprise of the Balance Sheet, Statement of Incomes, Cash Flow Statement, Statement of 

Changes in Equity and the Explanatory Notes. In In our opinion, except for the effects of the issue 

described in the Basis for Qualified Opinion paragraph, the Annual Financial Statements for the 

year ended on 31st of December 2017 present a true and fair view in all material respects, in 

accordance with International Accounting Standards (IAS), International Financial Reporting 

Standards (IFRS), and Kosovo Laws. Financial Statements are prepared based on Accounting 

Accrual Principle, Law no.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). 

Basis for Adverse Opinion 

We have established the basis for the opposite opinion for the following reasons: 

 According to IAS 16, the re-evaluation of non-current assets should be carried out once in 3 to 5 

years. The value of non-current assets (land, construction facilities, equipment & machinery, 

tools & inventory and transport equipment) according to the AFS was €19,504,833 for which the 

company had not carried out re-evaluation since 2007. Therefore, we were not able to establish 

whether this value is accurate, or over/understated;  

 The own share reserves presented in the statement of financial position was €14,574,432. This 

value compared to the previous year was reduced by debiting €400,292 due to depreciation of 

re-evaluated funds of 2017. As a result, this amount has led to overestimation of other business 

income in the income statement, affecting the financial result of the Company. Also, for the same 

amount, revenues from donations in the cash flow statement were overstated; 



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

 

 8 

 According to IAS 7, the cash flow statement reports the cash flow during the period, by 

classifying them as operating, investing and financing activities. Cash flow from operating and 

financing activities do not represent a fair view: 

- Trade accounts receivable during the year were reduced by €98,449, while in the cash 

flow according to operating activities was presented as an increase of short-term requests 

by €231,553, being overstated by €133,104; 

- Trade payable accounts during the year were increased in the amount of €835,117 but in 

the cash flow according to operating activities were incorrectly presented in the amount 

of (€8,121); 

- Inventory (stocks) during the year were increased by €201,831, whereas in the cash flow 

according to operating activities instead of presenting this value as a decrease it was 

presented as an increase of money, thus being overstated by €403,662;  

- The cash flow from financing activities was incorrectly presented as revenue collected 

by the company from its primary activity, overstating the financing activities by 

€1,568,538. 

 Trade Accounts receivable and other receivables are recognised by their real value. Accounts 

receivable presented in the annual financial statements compared to the accounting records 

were understated by €94,430. Also, the company has failed to forward nine (9) confirmation 

letters in the amount of €32,204, with the reasoning that the customer is not located in Kosovo 

as well as the enterprises Vllaznimi and N.N Unimont who were billed do not exercise their 

activity anymore. These POEs are in the process of liquidation and after the completion of this 

process the Company is expected to appear as a claimant for collection of debts in Kosovo 

Privatisation Agency; 

 IAS 1, Trade payable accounts and other payables are recognised by their fair value. Accounts 

payable presented in the statement of financial position do not present an accurate balance of 

obligations to suppliers. During the verification process to the suppliers if their debts 

correspond with the accounting records of the company from the received confirmations, in 

five (5) cases the value of the received confirmations was €1,152,292 while the value €1,221,568 

was entered in the accounting register for the same suppliers, overstating debts by €69,276. In 

addition, in one (1) case, the obligation towards the supplier was understated by €204. This is 

due to non-reconciliation of cards between suppliers and the company; and 

 Explanatory notes do not provide complete and accurate disclosures for some of the items 

presented in the financial statements, for more details see subchapter 3.6. 

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 AFS section of our report. NAO is independent of the 

Hidroregjioni Jugor in accordance with the ethical requirements that are relevant to our audit of the 

annual financial statements of the Publicly Owned Enterprises (hereinafter POE) in Kosovo 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 

Hidroregjioni Jugor had prepared a strategy for reducing water losses for 2018-2022. Despite efforts 

made in 2018, unbilled water consumption or otherwise called water loss was 57%, while in 2017 

water loss in this company was 58%. Water losses according to WSRA1 reports are due to technical 

losses (leaks), commercial losses (illegal access, inaccuracies in meter reading, invoicing in absence 

of water meters, etc.) and an amount of authorized losses (worship facilities, firefighters, public 

fountains, etc.). 

Responsibility of the Management for AFS 

The Management of the Hidroregjioni Jugor is responsible for the preparation and fair presentation 

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

Financial Reporting Standards (IFRS) and 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 no. 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-32 On Accounting, 

Financial Reporting and Audit.   

The Chairman of the Board is responsible to ensure oversight of the POE’s financial reporting 

process. 

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. 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. 

                                                      
1 WSRA- Water Services Regulatory Authority 
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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 Law no.03/L-048 on Public Financial Management and Accountability (as 
amended and supplemented);  

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

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

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

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

 Requirements of the Law No.05/L-42 on Regulation of Water Services; 

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

 POEs are also required to fulfil the following requirements:  

o POE Charter;  

o Business Plan; 

o Quarterly reports;  

o Annual report; 

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 since several material errors and other issues 

mentioned in the adverse opinion were found during the audit. 

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

 There are disagreements between the analytical records of revenues and billing, where these 

inaccuracies are also presented in the quarterly reports. This is because monthly billing does 

not include fees for connection/access. The difference for 2018 is €9,884. 

 The Business Plan for 2018-2020 contains the business and financial goals that the company 

intends to achieve during 2018 as well as the approach to achieving these goals. However, 

the plan does not include deadlines for implementation of these goals. 
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2.3 Recommendations related to Annual Financial Statements 

Recommendation B1 The Chairman of the Board should ensure that the re-evaluation of non-

current assets is carried out at least once in 3 or once in 5 years and the 

company's AFS presents the correct value of assets, in accordance with IAS 

16. 

Recommendation A1 The Chairman of the Board should ensure that are made necessary 

corrections so that financial statements are prepared and presented in 

accordance with International Standards of Financial Reporting. 

Recommendation A2 The Chairman of the Board shall ensure that the items of the cash flow 

statement are presented correctly in the relevant operational, investment and 

financing activities. 

Recommendation A3 The Chairman of the Board should ensure that all efforts are made to 

strengthen internal controls in order to properly harmonize the accounting 

records with the company's AFSs. Also to make sure that confirmation letters 

are forwarded to the respective clients. 

Recommendation A4 The Chairman of the Board should ensure that accounts payable are 

presented by their real value in order to avoid improper payments, and in 

cases where customers confirm other values than those in the Company's 

accounting register, to undertake necessary actions to harmonize them. 

Recommendation A5 2The Chairman of the Board should ensure that an analysis has been carried 

out to determine the causes that have led to the Adverse Opinion and to 

undertake necessary actions for their elimination. Further on, the Chairman 

of the Board should ensure that effective processes are established to confirm 

that the AFS 2019 drafting plan addresses all issues pertaining to compliance. 

This should also include Management review of the draft AFS with specific 

focus on high risk areas and areas where errors have been identified in 

previous years. The Declarations should not be signed by the CEO and CFOT 

unless all necessary checks have been applied before the same are submitted 

to the BoD.   

 

                                                      
2 Issue A and Recommendation A – implies new issues and recommendations. 

   Issue B and Recommendation B – implies repeating issues and recommendations. 
   Issue C and Recommendation C – implies issues and recommendations that are partially repeated. 
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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 Budget Organisations. Specifically, we 

have handled budget management, procurement, human resources as well as assets and liabilities. 

Financial Management and Control Conclusion 

Financial management and control have to do with strengthening of the company's performance to 

make better decisions, give better services, and give better value for money. To achieve this, FMC 

aims for the management of Hidroregjioni Jugor to be responsible not only for making financial 

decisions but also for ensuring that these decisions are adequate and in the best interest of the public. 

This means to ensure that public money is well used and their use extends as far as possible through 

the efficient, effective and economical use of resources such as personnel, assets and budgets 

according to the business plan.  

In the context of financial systems, there is not sufficient control over the recognition of deferred 

revenues and the execution of expenditures under public procurement procedures. That's because 

the company does not recognize deferred revenues and was unable to identify customers who made 

payments through the bank. 

In addition, the purchase of goods and expenditures is done without procurement procedures. 

All these indicate that the internal controls in the management of the above mentioned categories 

were insufficient. 
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3.1 Business Plan (Revenues and Expenditures) 

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

relevant categories. This is highlighted in the following tables: 

Table 1. Sources of Revenues and Expenditures according to annual plan 018              (in €) 

Description 
Initial 

Budget 
Final 

Budget 
2018 

Outturn 
2017 

Outturn 

Revenues from sales   4,690,473 4,741,213 4,294,314 4,171,108 

Revenues from other services 108,176 16,685 72,813 89,433 

Deferred revenues (Grants) 1,449,770 1,449,770 875,831 1,164,930 

Total Revenues 6,248,419 6,207,668 5,242,958 5,425,471 

Wages 2,317,542 2,043,227 2,070,066 1,995,391 

Operating Procedures3 3,919,221 3,598,402 1,568,829 1,933,162 

Depreciation Expenditures 1,331,635 1,331,635 1,239,299 1,254,423 

Interest – Bad debts 597,000 597,000 330,001 212,000 

Total Expenditures 8,165,398 7,570,264 5,208,195 5,394,976 

Explanations in relation to changes in revenue and expenditure planning are given below: 

 Final planning of revenues from sales services was higher than collection by €964,710, or 

15%, due to the fact that some investments planned by investors for rural areas were not 

carried out. 

 Final planning of expenditures was higher than actual expenditure by €2,362,069 or 31%, 

because these expenditures were also related to investments that did not occur. 

 

 

 

 

  

                                                      
3 Operating procedures include:  expenditures for maintenance, fuel, counselling, insurance, rent, phone use, 

administrative expenditures and for utilities. 
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3.2 Statement of Financial Position 

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

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

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

regulations and we have provided the following recommendations. 

Table 2: Statement of Financial Position of Hidroregjioni Jugor on December 31, 2018                                

(in€) 

Assets Year 2018 Year 2017 

Patents, licences, trademarks, software and rights  121,835 130,589 

Land 1,585,150 1,585,150 

Buildings 2,048,191 2,236,964 

Equipment and Machinery 9,661,212 10,456,107 

Ongoing Investments  6,010,890 3,310,643 

Tools, inventory and transport means 199,481 151,929 

Stocks 564,458 362,626 

Accounts receivable 2,901,077 2,999,526 

Other noncurrent financial assets 6,114 3,139 

Cash in Bank and cash box 740,515 436,467 

Total Assets 23,838,832 21,682,141 

Equity   

Main Capital  25,000 25,000 

Reserve Capital 14,574,432 14,974,725 

Profits/Losses retained (6,825,099) (6,734,485) 

Profit/Losses of the year 34,762 30,493 

Liabilities   

Long-term Liabilities 11,459,781 9,659,690 

Business Payable accounts 2,723,362 1,888,653 

Other payable Accounts4 47,556 20,369 

Liabilities on Taxes and Contributions  1,799,037 1,817,696 

Total Liabilities and Equity 23,838,832 21,682,141 

                                                      
4 Here are included: borrowing debts, deposits and its equivalents, short-term liabilities for advance payments and 

obligations towards employees. 



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

 

 15 

Hidroregjioni Jugor during 2018 and up to the time of drafting our audit report for AFS 2018, was 

undergoing tax control for the Value Added Tax (VAT) by the Tax Administration of Kosovo (TAK), 

since it was charged with additional obligations by TAK, thus had filed a complaint at the 

Department of Appeals in TAK, which had approved the appeal as grounded and now the case has 

been returned for re-examination. 

Additional taxes or penalties that may result after the final TAK report cannot be determined at this 

point with any reasonable accuracy and therefore we will not express an opinion on this matter. 

Issue A 6 - Failure to present adjustments in previous period as well 

Finding  According to IAS 8, accounting adjustments and adjustments of errors for 

previous periods are required to be adjusted in accounting registers 

retrospectively. The carried forward profits/losses presented in the 

company's AFSs  were corrected due to the result of the payment in the 

amount of €121,107, which was for tax on water expenditures for the years 

2012-2016, but its result was not corrected even in the previous period in the 

item of profits/retained losses. Also, the reasons and effects of correction 

were not disclosed in the explanatory notes to the AFS. According to the 

officials of the company this has happened because this year Hidroregjioni 

Jugor has entered into an agreement with MESP5 for forgiveness of previous 

years debt.  

Risk Reflection of adjustments of earlier mistakes only in the column of the current 

reporting year and not in the column of the previous year AFS establish 

uncertainties and mistakes to perform analysis of the trend in corrected items. 

Recommendation A6 The Chairman of the Board should ensure that the adjustments of the results 

from the previous periods are presented not only in the column of the 

previous year but also in the column of the current reporting year. Further 

on, to explain the reasons and the effects of the correction in the explanatory 

notes. 

                                                      
5 Ministry of Environment and Spatial Planning 
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Issue A 7 - Non-recognition of deferred revenues 

Finding  According to IAS1, the financial statements should be prepared on principle 

of the accrual. According to this principle, deferred income is revenues 

received in advance, and represent liabilities that the company has to perform 

in the future due to the amounts previously received. During the audit we 

have analysed the accounting records and found that the value that 

customers paid in advance was €20,035 and for this value the receivables were 

reduced. This value was recognised as income, although it still does not meet 

the criteria to be recognized as income until customer service is provided. 

Risk Failure to recognize deferred revenues or liabilities towards customers will 

prevent the company to provide a correct presentation of current incomes 

and liabilities.  

Recommendation A7 The Chairman of the Board should ensure that responsible officers make the 

recognition of revenues after providing services to customers, while advance 

payments to be recognized as liabilities toward customers, respectively as 

deferred revenues. 

Issue A 8 – Receiving money from unidentified clients 

Finding  At the end of 2018, the company in its accounts has €9,588 of payment to 

customers with unidentified address, unknown extract payments, and 

payments made by mistake in the bank accounts of the company. These 

payments are carried out by its customers, but they are not know to the 

company and until the customer is identified, they remain pending as the 

money is received but the debt of the respective customers’ accounts 

receivable is not deducted. 

The reason for this occurrence is because he money that is paid in bank 

account of the company did not provide information about the subject 

customer. 

Risk The company risk to have open accounts ate the end of the year and will have 

accounts receivable overstated due to non-identification of customers who 

have carried out payments. 

Recommendation A8 The Chairman of the Board should ensure that the identification of the 

customers who have paid in the company’s bank accounts is done in order to 

subtract their debts for the amounts paid, so that the accounts receivable 

present a real position. In addition, the Chairman should ensure that 

adequate control mechanisms are set to help in identification of customers  on 

time in order to avoid creating unidentified accounts. 
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3.3 Statement of Income and Expenditures   

Hidroregjioni Jugor has presented all types of revenues it has generated during the year, 

expenditures, and financial outturn in the following statement. 

Table 3: Statement of Income and Expenditures as of 31st of December 2018                        (in €) 

Description Year 2018 Year 2017 

Revenues from sales  /services 4,294,314 4,171,108 

Revenues from use of products, goods and services 72,813 89,433 

Other business revenues 875,831 1,164,930 

Total revenues  5,242,958  5,425,470 

Wages and Salaries  2,070,066 1,995,391 

Depreciation and amortization  Expenditures 1,239,299 1,254,423 

Other expenditures (bad debts) 330,001 212,000 

Other Business Expenditures 1,568,829 1,933,162 

Total Expenditures 5,208,195 5,394,976 

Profit/Loss before tax 34,763 30,494 

Tax on Profit 0 0 

Net Profit/Loss 34,763 30,494 

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

following findings: 
 

Issue B2 – Purchase of goods and services out of procurement procedures 

Finding  Publicly owned enterprises in case of purchases of goods and services are 

obliged to respect all procedures of the Law on Public Procurement (LPP). 

Out of 28 tested payments, we noticed that the company had made purchases 

directly from economic operators, disregarding the procurement procedures. 

From the analysis of the expense financial records of the economic operators 

that were selected as samples we noticed that the Company had made 

purchases of goods or services with the same economic operator and most of 

them were made with petty cash under €100. The total value of payments 

exceeds the limit set by the LPP, therefore the Contracting Authority should 

have used one of the types of contracts determined by Article 19 of the LPP. 

The following payments are identified as cases of purchases without 

procurement procedures: 
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 61 payments for material expenditures, the total value of which was 

€3,182; 

 90 payments with three different economic operators for vehicle 

maintenance expenditures, the total value of which was €5,735; 

 Payment of 5 (five) flight tickets in the amount of €1,375; 

 22 payments for supply of sanitation material, the total value of which 

was €470; 

 14 payments for supply of equipment, the total value of which was 

€1,372; and 

 20 payments for supply with parts, the total value of which was 

€1,181. 

The identified shortcomings were due to insufficient functioning of internal 

controls in the planning and execution process of purchases of goods and 

services. 

Risk Purchase of goods and services out of procurement procedures risks for the 

company will have budget loss and will not receive the value for the money 

spent, and limits the competition.  

Recommendation B2 The Chairman of the Board should ensure that all actions are taken to 

strengthen internal controls in order to perform an assessment and planning 

of company needs, to set similar products in one group, to apply procurement 

procedures according to LPP requirements, and to avoid inadequate 

separation of the same purchases.  
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3.4 Statement of Changes in Equity   

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

structure:  

   Table 4: Capital of Hidroregjioni Jugor J.S.C on 31.12.2018                                                   (in €) 

Description 31 December 2018 31 December 2017 

CAPITAL   

Charter Capital 25,000 25,000 

Reserve Capital 14,574,432 14,974,725 

Profit /Losses carried forward (6,825,099) (6,734,485) 

Profit/Losses current year 34,763 30,494 

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

also for Profits/ Losses carried forward in the balance sheet. 
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3.5 Cash Flow Statement 

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

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

cash flow information is useful to provide reviewers of the financial statements with a cash flow 

estimate. 

Table 5: Receptions and Expenditures of the petty cash                                                           (in €) 

Description 31 December 2018 31 December 2017 

Cash flow from, operating activities   

(Profit /Loss) before tax 34,763 30,494 

Depreciation 1,239,299 1,254,423 

Revenues from donations (875,831) (1,164,930) 

Increase of short-term liabilities (843,238)  

Decrease of Stocks  308,207 

Decrease of short-term liabilities  85,785 

Increase of short-term requests (231,553) (60,383) 

Increase of stocks 201,831  

Net flow from operating activities (474,729) 367,811 

Net cash from investing activities   

Payment of money for purchase of non-current, 
tangible and intangible assets 

(2,985,584) (720,373) 

Net cash from investing activities (2,985,584) (2,949,826) 

Cash flow from financing activities   

Other money receipt for financing activities 1,568,538 1,675,924 

Other money payments for financing activities 
(received grants) 

2,195,853 1,233,127 

Net cash from financing activities  3,764,391 2,909,051 

Cash increase/decrease during the year 304,078 327,036 

Cash in the beginning of the year 436,437 109,431 

Cash at the end of the year 740,515 436,467 

Shortcomings related to the presentation of accuracy in the cash flow statement have been presented 

in the basis of the opinion. 

  

3.6 Handling of Explanatory Notes 

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

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

the Balance Sheet, Income Statement, Cash Flow Statement or Statement of Changes in Equity, but 

are important to understand each one of them. 
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Issue B3 -  Incomplete presentation of the Explanatory Notes 

Finding According to IAS 1, explanatory notes should be presented systematically to the 

utmost extent. Each item should be cross-referenced in the statement of financial 

position, profit or loss and other comprehensive income, in the statement of 

changes in equity and in the cash flow statement. 

During the analysis of the Explanatory Notes, the following weaknesses have 

been identified: 

 Information about patents, licenses, trademarks, software and other rights, 

tools, inventory of the department and means of transport, other non-current 

assets, legal reserves, own share stocks presented in the statement of financial 

position, and ongoing investments were not disclosed; 

 The reason for the correction of retained profit was also not disclosed and the 

factors that had caused the need for correction and the effects of the correction 

were not reflected even in the compared period (previous year) but the total 

correction value was incorporated only in the reporting year (2018). 

 There were no disclosures about bad debts, made corrections presented in the 

statement of income; 

 Information on cash flow statement items was not disclosed; 

 Information about the statement of changes in equity was not disclosed; 

 No accurate information was disclosed for receivables, payables, equipment 

and machinery items; 

 No information on water losses was disclosed. 

The above identified shortcomings are due to ineffective controls, and due to 

poor attention and consultation with the IAS when producing AFSs. 

Risk Incomplete presentation and inconsistencies in the explanatory notes affect 

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

presented, and limit the users of the financial statements to understand the 

real and correct position of the financial and business outcomes of the 

company. 

Recommendation B3 The Chairman of the Board should ensure that during the draft of the AFS, 

Explanatory Notes will present all information in detail, complete and 

accurate information about each item containing amounts accumulated in 

any part of the AFSs. Further on, whenever and adjustment of the previous 

periods is made, the reasons and effects of the correction should be disclosed 

and reflected in the amounts of the AFS compared period. 
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4 Good Governance 

Specific areas of our governance-related reviews have been the accountability and risk management 

process, while the other components are handled within the chapters or subchapters above.  

Overall Governance Conclusion  

Governance in context of financial reporting and accountability and risk management reflects a 

positive situation. The company has implemented the largest part of recommendations and 

prepared the business plan, The company did not achieve to prepare the list of operation and 

financial risks  that may threaten the company. The Internal Audit had provided a clear overview 

on internal controls’ level of assurance and had given recommendations for improving them.  

4.1 Internal Audit System 

The Internal Audit Unit (IAU) operates with one member. To carry out an effective audit requires a 

comprehensive work program that reflects the financial and other risks of the Hidroregjioni Jugor 

and provides sufficient assurance on the effectiveness of internal control. The impact of Internal 

Audit outcomes should be judged by the importance given by management to the implementation 

of the recommendations as well as by the support provided by an effective Audit Committee. 

According to the annual plan IAU planned to carry out 14 audits in 2018, and they were completed 

by the end of the year, as well as four (4) additional audits upon request of the Audit Committee. 

Recommendations  

We have no recommendations in this area.  

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 B4 – The Company did not prepare the risk register 

Finding  The Hidroregjioni Jugor has not made specific actions for establishment of 

the risk management system. The company had not yet managed to compile 

the risk register for the purpose of identifying and reducing them at an 

acceptable level, as required by the Code of Ethics and Corporate 

Governance, Section 15.3, which stipulates that the Board needs to review the 

main risks to the business, ensure that they are identified, and reviewed on a 

regular basis in the light of the company’s strategic changes and objectives. 

This has happened due to disregarding of the importance of the risks and the 

effect that eventual risk management can produce. 

Risk Failure to prepare a risk register implies that management does not identify 

and manage the risks that may prevent the company in achievement of its 

objectives. 

Recommendation B4 The Chairman of the Board should ensure drafting of the operational and 

financial risk registers as means for testing the effectiveness of the financial 

management and control system in support of their work objectives. 

5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS of Hidroregjioni Jugor resulted in 13 key recommendations. 

Hidroregjioni Jugor prepared an Action Plan stating how all recommendations will be 

implemented.  

At the end of our 2018 audit, seven (7) have been implemented; two (2) were partially implemented 

and four (4) have not been implemented yet. For a more thorough description of the 

recommendations and how they are addressed, see Table 4. 
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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 the 
qualification of the audit opinion and 
actions are undertaken that issues which 
have affected the modification of 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 related to the AFS, 
including quarterly reporting. The 
Statements should not be signed by the 
CAO and CFOT unless all necessary 
checks have been applied before the same 
are submitted to the Board of Directors.   

During 2018, the 
company did not 
make the 
property re -
evaluation. In 
2019 the 
company had 
appointed a 
commission 
which was still 
in the process of 
re-evaluation. 

 

Recommendat
ion not 
Implemented. 

2 Business 
Plan 
(Revenues 
and 
Expenditu
res) 

The Chairman of the Board should ensure 
drafting of the business plan based on the 
company’s real potential, in order to 
achieve its business goals and to present 
major changes or deviations from the 
initial plan into a revised plan. 

The company 
had managed to 
make better 
planning this 
year. 

Recommendat
ion 
Implemented. 

3 Balance 
Sheet1 
(Statemen
t of 
Financial 
Position) 

The Chairman of the Board should as soon 
as possible prepare an internal regulation 
on the management of non-current assets, 
which contains description of all 
procedures for use of assets (the rights and 
responsibilities of staff).  

 

The company 
had drafted 
internal rules for 
the management 
of non-current 
assets. 

Recommendat
ion 
Implemented. 

4 Statement 
of Income 
and 
Expenditu
res 

The Chairman of the Board should ensure 
that all actions are undertaken to 
strengthen internal controls, to perform an 
assessment and planning of company's 
needs, similar items to be grouped, and to 
use procurement procedures according to 
the LPP requirements, avoiding 
distribution of the same purchases into 
several of them. 

During the 
testing of the 
samples we 
found the same 
findings as in the 
previous year. 

Recommendat
ion not 
Implemented. 

5 Statement 
of Income 
and 

The Chairman of the Board should ensure 
that all causes of water losses are 
established and undertake appropriate 
measures to reduce them by improving 

The company 
had compiled a 
strategy to 
reduce water 

Recommendat
ion Partially 
Implemented. 
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Expenditu
res 

the ratio between production and billing, 
minimizing losses and improving 
financial situation of the company. 

losses, but the 
situation has 
improved only 
by 1% since last 
year. 

6 Statement 
of Income 
and 
Expenditu
res 

The Chairman of the Board should ensure 
that upon retirement of employees, the 
three wages are paid according to the 
gross salary contract for the last three 
months, excluding any other allowance. 

This is identified 
by testing the 
sample for 
calculation of 
payment in the 
occasion of 
retirement. 

Recommendat
ion 
Implemented. 

7 Statement 
of Income 
and 
Expenditu
res 

The Chairman of the Board should ensure 
compliance with legal requirements at any 
time and for any position, providing 
competition and transparency, in order to 
select adequate employees who will 
provide quality, and good performance 
for the work and duties required. 

This is identified 
by the samples 
tested for new 
recruitment. 

Recommendat
ion 
Implemented. 

8 Statement 
of Income 
and 
Expenditu
res 

The Chairman of the Board should 
consider the reasons behind identified 
error, both in reading of water meters and 
in the billing process, and should 
undertake specific measures to prevent 
reoccurrence of such errors. 

This year the 
company has 
taxed the bills 
properly. 

Recommendat
ion 
Implemented. 

9 Cash Flow 
Statement 

The Chairman of the Board should ensure 
payment of liabilities when there is cash 
available, in order to prevent eventual 
additional costs and penalties.   

During 2018, the 
company had 
managed better 
the petty cash to 
settle its 
obligations with 
third parties. 

Recommendat
ion 
Implemented. 

10 Handling 
of 
Explanato
ry Notes 

The Chairman of the Board, when 
preparing the AFSs, should ensure that 
explanatory notes provide all the 
information for each item that needs to be 
disclosed in the financial statements, and 
other information that is required to be 
presented in the AFS. 

They tried to 
make some 
disclosures 
during 
preparation of 
the AFS but they 
were still 
insufficient. 

Recommendat
ion not 
Implemented. 

11 Progress 
in 
implemen
ting 
recommen
dations 

The Chairman of the Board should ensure 
that the action plan for implementation of 
the recommendations is prepared, and 
that it contains the actions, deadlines and 
responsible staff, and updated every three 
months, to monitor the implementation of 
the recommendations. 

The company 
had managed to 
implement 7 
recommendation
s, 2 partially 
implemented 
and 4 from last 

Recommendat
ion Partially 
Implemented. 
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year's report not 
yet 
implemented. 

12 Managem
ent 
Reporting, 
Accounta
bility and 
Risk 
Managem
ent 

The Chairman of the Board should ensure 
that necessary actions are taken to identify 
managerial weaknesses, potential 
operating and financial risks to the 
company. Further on, should draft a plan 
that will identify all potential risks, assess 
their impact in case they occur, and 
determine preventive and subsequent 
measures as response to them. 

The company 
had yet not 
drafted the risk 
register. 

Recommendat
ion not 
Implemented. 

13 Managem
ent 
Reporting, 
Accounta
bility and 
Risk 
Managem
ent 

The Chairman of the Board should ensure 
that upon receipt each invoice is 
protocoled before executing its payment. 

The company 
had established 
controls in 
registering bills 
in protocol book. 

Recommendat
ion 
Implemented. 

No Audit 

Area 

Recommendations of 2018 

1 AFS The Chairman of the Board should ensure that the re -evaluation of non-current 

assets is carried out at least once in 3 or once in 5 years and the company's AFS 

presents the correct value of assets, in accordance with IAS 16. 

2 
AFS 

The Chairman of the Board should ensure that the own share reserves  are 

presented by their correct value and when there is a reduction (debit) it should 

also be reflected on the credit side of the item that it has affected, that the 

financial statements are prepared and presented in accordance with 

International Standards of Financial Reporting. 

3 
AFS 

The Chairman of the Board shall ensure that the items of the cash flow statement 

are presented correctly in the relevant operational, investment and financing 

activities. 

4 
AFS 

The Chairman of the Board should ensure that all efforts are made to strengthen 

internal controls in order to properly harmonize the accounting records with 

the company's AFSs. Also to make sure that confirmation letters are forwarded 

to the respective clients. 

5 
AFS 

The Chairman of the Board should ensure that accounts payable are presented 
by their real value in order to avoid improper payments, and in cases where 
customers confirm other values than those in the Company's accounting 
register, to undertake necessary actions to harmonize them. 

6 
AFS 

The Chairman of the Board should ensure that an analysis has been carried out 
to determine the causes that have led to the Adverse Opinion and to undertake 
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necessary actions for their elimination. Further on, the Chairman of the Board 
should ensure that effective processes are established to confirm that the AFS 
2019 drafting plan addresses all issues pertaining to compliance. This should 
also include Management review of the draft AFS with specific focus on high 
risk areas and areas where errors have been identified in previous years. The 
Declarations should not be signed by the CEO and CFOT unless all necessary 
checks have been applied before the same are submitted to the BoD. 

7 Financial 
Statement  

The Chairman of the Board should ensure that the adjustments of the results 
from the previous periods are reflected not only in the column of the previous 
year but also in the column of the current reporting year. Further on, to explain 
the reasons and the effects of the correction in the explanatory notes. 

8 
Financial 
Statement  

The Chairman of the Board should ensure that responsible officers make the 
recognition of revenues after providing services to customers, while advance 
payments to be recognized as liabilities toward customers, respectively as 
deferred revenues. 

9 
Financial 
Statement  

The Chairman of the Board should ensure that the identification of the 
customers who have paid in the company’s bank accounts is done in order to 
subtract their debts for the amounts paid, so that the accounts receivable present 
a real position. In addition, the Chairman should ensure that adequate control 
mechanisms are set to help in identification of customers  on time in order to 
avoid creating unidentified accounts. 

10 
Statement 
of Income 
and 
Expenditu
res 

The Chairman of the Board should ensure that all actions are taken to strengthen 
internal controls in order to perform an assessment and planning of company 
needs,  to set similar products in one group, to apply  procurement procedures 
according to LPP requirements, and to avoid inadequate separation of the same 
purchases. 

11 
Handling 
of 
Explanato
ry Notes 

The Chairman of the Board should ensure that during the draft of the AFSs, the 
Explanatory Notes will present all information in detail, complete and accurate 
information about each item containing amounts accumulated in any part of the 
AFSs. Further on, whenever and adjustment of the previous periods is made, 
the reasons and effects of the correction should be disclosed and reflected in the 
amounts of the AFS compared period. 

12 Managem
ent 
Reporting, 
Accounta
bility and 
Risk 
Managem
ent 

The Chairman of the Board should ensure drafting of the operational and 
financial risk registers as means of testing the effectiveness of the financial 
management and control system in support of their work objectives. 

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: Comments of POE regarding findings in the 

report  

Findings/
Issues 

Agree 
Yes/No 

Comments from the POE in 
case of disagreement6 

NAO view  

Basis for 
adverse 
opinion 
clause-2. 

No Position of evaluation costs are 
presented in the Income 
Statement (IS), Expenditure 
Position, clause II No. 5 in the 
amount of 1,239,299 (for more 
information see disclosures, 
page 17). 

It is true that they are presented 
as other business revenues in 
IS, Clause no. 3 in the amount 
of 875,831 as deferred income 
from donors, and is recognized 
as a depreciation expense of re-
evaluated assets (see 
disclosures p. 17). 

This depreciation is part of the  
overall depreciation for 2018 in 
the amount of €1,239,299.26 

Depreciation of assets from 
donation means: ....... 424,260,80 
eu 

b. Depreciation of assets from 
own resources ............ .. 
414,746,26 eu 

c. Depreciation of assets from 
re-evaluated means  

....... €400.292.20  

 

 

 

 

The company has only given 
excuses by asserting the 
condition, therefore the findings 
and recommendation of the 
auditor remains. 

                                                      
6 For accuracy purposes we have not intervened in comments of the Hidroregjioni Jugor J.S.C  



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

 

32 

Basis for 
adverse 
opinion 
clause -3. 

not Are presented at the decrease 
of cash flow from operating 
activities, as an increase of 
short-term requests but with 
minus (-) Re. A2 ... 

Short-term liabilities of SFP are 
presented (4,569,955 - 3,726,717) 
= 843,238. Re A2... 

Are presented at the part of the 
decrease of cash flow from 
operating activities as increase 
of stocks. 

- (according to the standard 
form of KKRF, in the part of 
operating activities there are no 
columns where are recorded 
revenues that the company 
collects from the primary 
activity, as in the past years 
also we have registered them at 
financing activities. 

According to IAS 7, the cash flow 
statement reports monetary cash 
flows during the period by 
classifying them by operating, 
investing and financing activities. 
According to the indirect 
method, the net cash flow from 
operating activities is determined 
by adjusting the profit or loss 
with effects of: changes during 
the period in inventories, in 
accounts receivable and accounts 
payable of operating activity. 

The company has only given 
excuses by asserting the 
condition, therefore the findings 
and recommendation of the 
auditor remains. 

Issue A6. No Tax effects of corrections of 
prior period errors and 
retrospective corrections made 
to apply changes to accounting 
policies, are accounted and 
disclosed in accordance with 
IAS 12 Income Taxes. 

The correction, which was 
based on an agreement 
between RWC and MESP, 
which has to do with paying off 
debts to MESP for 2007 - 2017, 
therefore the correction of the 
position of incomes or losses 
carried forward was done in 
the fiscal year 2018, at the same 
time based on the IAS 12 
corrections in the 
aforementioned position, has 
no reflections - tax effects (for 
the case of auditors was 
provided a copy of the 
agreement). 

 

IAS 8 requires retrospective 
application of voluntary changes 
in accounting policies and 
retrospective re-declaration to 
correct errors of the preceding 
period. It removes the allowed 
alternative in the earlier version 
of IAS 8: 

(a) to include in profit or loss of 
the current period corrections 
that come as a result of changes 
in accounting policies or the 
amount of a correction/prior 
period error; and 

(b) to present the comparative 
information unchanged from the 
financial statements of the 
previous period. 

The company has only given 
excuses by asserting the 
condition, therefore the findings 
and recommendation of the 
auditor remains. 
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Issue A7.  No The company regularly every 
year has recognised deferred 
income and presented in the 
financial statements. 

During the work of auditors 
and their stay in the company, 
we have provided sufficient 
data related to movements of 
deferred income. 

According to IAS 1, financial 
statements should be prepared 
under the accrual basis. 
According to this principle, 
deferred revenues are revenues 
collected in advance, and present 
obligations that the company has 
to provide services in the future 
due to monetary amounts 
collected in advance. 

The company in the accounting 
records has registered only 
customers who have paid more 
(advance payment) €20,035.  

The company has only given 
excuses by asserting the 
condition, therefore the findings 
and recommendation of the 
auditor remains. 

Issue B3 No Information on patents, 
licenses, trademarks, software 
and other rights, are offered 
during the audit. 

 

Was provided the register of all 
clients for bad debts and the 
management’s decision. 

We believe that they are 
accurate, but your judgment 
should be reviewed for 
confirmations. 

 

According to IAS1, the complete 
package of financial statements is 
comprised of notes, that involve a 
summary of the most important 
accounting policies and other 
explanatory notes. Also 
explanatory notes should be 
presented in a systematic way, as 
long as it is possible. Each item in 
the statement of financial 
position, income statement, 
statement of changes in equity 
and cash flow statement should 
refer to the relevant information 
in the explanatory notes. 

Despite the fact that all 
documents have been provided 
during the audit, they were not 
disclosed in explanatory notes. 

Accounts receivable are 
presented in the AFS in the 
amount of €2,901,077 but since 
this value based on accounting 
records is not correct, then 
neither in the disclosure is 
reflected accurately.  
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Accounts payable are presented 
and disclosed in the AFS in the 
amount of €2,723,362, but from 
confirmations towards third 
parties, was proved that this 
amount was overstated by 
€69,276.  

The company has only given 
excuses by asserting the 
condition, therefore the findings 
and recommendation of the 
auditor remains. 

 

 


