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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 Waste Company 

Uniteti J.S.C in consultation with the Assistant Auditor General, 

Arvita Zyferi, who supervised the audit. 

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

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

Regional Waste Company Uniteti J.S.C Mitrovica (Uniteti or the Company) 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 09/01/2019.   

Our audit focus has been on: 

 

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

internal controls implemented by the Management of Uniteti. 

Opinion of the Auditor General 

Disclaimer of Opinion 

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

the AFS of 2018.  

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 agreed with the audit findings and conclusions, and committed to 

address all given recommendations. 

  

We could not obtain sufficient and 
adequate audit evidence to ensure 

the basis for giving the audit 
opinion on 2018 AFS.

The Chairman of the Board should analyse 
the reasons for Disclaimer of Opinion and 

identify the actions that are required to 
enable a fair and true presentation of AFS 
(see issues at the basis for a Disclaimer of 

Opinion).

Regarding financial management 
and control, numerous deficiencies 

have been identified in all areas.

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

weaknesses in the FMC area (see  issues A6 
- A14 and B10 - B13).

Governance arrangements related 
to accountability, internal controls 

and risk management are  poor.

The Chairman of the Board should ensure 
that measures are taken to improve the 
accountability process, internal control 

systems and risk management (see issues 
B14 - B17).
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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 Uniteti business, the 

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

to provide the necessary evidence and that support the opinion of the Auditor General (hereinafter  

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 prepared and signed by the Chief Financial Officer and of 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  

Disclaimer of Opinion 

We have audited the Annual Financial Statement of Uniteti for the year ended 31st December 2018, 

which include the statement of financial position, income statement, cash flow statement, statement 

of changes in equity, and the summary of accounting procedures and other explanatory notes. 

Due to the importance of issues described in the paragraph basis for the disclaimer of opinion, we 

were not able to obtain necessary evidence to have a basis for an audit opinion. Therefore, we do 

not express opinion on these financial statements. 

Basis for Disclaimer Opinion  

We could not express an opinion due to the following reasons:  

 Under IAS 16, the revaluation of non-current assets should be done every 3 or 5 years. The 

value of non-current assets (land, construction, equipment & machinery) according to the 

AFS was €1,559,566, for which the company due to lack of funds had not performed their 

revaluation since 2007. Therefore we could not establish whether this value is accurate, or 

overstated/understated; 

 Under IAS 16, the accounting value at which an asset is recognised after deducting every 

accumulated amortisation and every loss from accumulated depreciation. 

- The company in the statement of financial position at construction facilities had 

presented the value of €257,451, whereas, according to the audit the value that should 

have been presented is €84,197, namely was overstated by €173,254. This has 
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happened because the company had presented assets in accounting books with 

values, while from their lifespan perspective their value should have been zero. 

- The Company in the statement of financial position had presented the amount of 

€76,335 at the equipment and machinery. However, four assets purchased in 2017 in 

the amount of €21,888 were not recorded at the time of purchase, but they were 

recorded in 2018, and as a result the initial balance of 2018 was overstated. This had 

occurred due to negligence of company officials and failing to pay importance to IAS 

requirements. 

 Accounting records should be a reliable source of information in drafting of financial 

statements. The Company in the Statement of Financial Position has presented tax liabilities 

and contributions in the amount of €1,930,639, wherein are included liabilities for source 

income tax and pension contributions and the value added tax (VAT). While based on the 

confirmation received by the Tax Administration of Kosovo (TAK), the liability on source 

income tax, pension contributions and VAT, including penalties and interest, was €2,919,436, 

thus were understated by €988,797. This has occurred because the company had not 

presented the interest and penalties; 

 IAS 20 Government Grants states that when grants are received for depreciated assets, 

revenues from grant will be recognized over periods throughout which assets are 

systematically depreciated. In the statement of income from other business revenues 

(subsidies, grants), the Company presented the amount of €213,650 (government grant 

€53,651 and €160,000 from subsidies), while based on the assets register the value of 

subsidies and grants at the end of the year was €137,075. The company does not possess any 

agreement or document that proves that these assets have been benefited from the 

government grant. In addition, for the revenues from the grant and the deferred revenues, 

the accuracy presented in the AFS cannot be verified due to the lack of evidence regarding 

their value at the time of the benefit or the occurrence; 

 IAS 1 states that accounts receivable and other receivables are recognized by fair value. 

Accounts receivable presented in the statement of financial position were €2,994,744. During 

2018, the Company recorded in the accounting records unidentified buyers in the amount of 

€82,531. These payments were carried out by its customers, but for the company are 

unidentified as name or customer identification number for payments made through bank 

accounts is unknown. At the end of the year, the company closed this account by reducing 

it by €88,656, but we were not able to ascertain whether this value was accurate, or to confirm 

how customer reconciliations have been made since the company was not in possession of 

any evidence. The final balance after closing the account was - €6,124. In addition, from 100 

confirmation letters sent to customers, we have not received any confirmation on accounts 

receivable. This has resulted from lack of controls and lack of adequate supervision by the 

finance office officials; 

 According to the Law no. 05/L-029 on Corporate Income Tax Article 12, A bad debt shall be 

considered an expense if it satisfies the following conditions: payment has not been received 
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in whole or in part and has been announced as uncollectable thus initiating procedures with 

judicial bodies, the debt is at least six months overdue from its obligation for payment, the 

amount that corresponds to the debt has previously been included in accounting evidence 

as income, there is no dispute on the legal validity of debt, there is sufficient evidence that 

there were substantial attempts made to collect debt, including any applicable action to 

maximise the debt collection. The company for 2018 had allowed provisioning of bad debts 

in the amount of €1,907,329, but during the year provisions were debited and reduced by 

€49,809, whereas as contra account were credited accounts receivable. This adjustment was 

made on the basis of a decision dated 02.08.20181 which states that the invoices must be 

written off from accounting because the Company has not provided services to the customer. 

However, we have not found enough evidence to justify writing off of this account. In 

addition, during 2018, the company had recognized €162,204 as expenditures for bad debts. 

The management of the company was unable to provide us with evidence of accounts that 

it has recognized as bad debts, and because of this effect we are not able obtain assurance 

about the accuracy of this value; 

 IAS 1 states that trade payables and other payables are recognized by fair value. Trade 

payables presented in the statement of financial position were in the amount of €499,423. 

Through the company were sent 13 letters of confirmation to the suppliers but we did not 

receive the confirmations that would prove the accuracy of surplus for the closing balance 

at the end of the year, and therefore, we were not able to obtain assurance on the accuracy 

of payables; 

 The Company has presented €54,622 in the statement of financial position for liabilities 

towards the employees. These liabilities have been carried forward from previous years 

because the company has not paid salaries on time to its employees. This has happened 

because in specific cases the company had given advance payments while it did not have 

sufficient funds available for the rest of the staff; 

 IAS 1 should be applied for all financial statements for purposes that are prepared and 

presented in accordance with International Financial Reporting Standards (IFRSs). At the 

end of 2018, the company had credited the profits/losses carried forward by €33,419, after 

closing advance payments for 19 suppliers. We could not determine if closing of these 

advance payments was legitimate because the company was not in possession of source 

documentation, which provide that liabilities were carried out and services benefited by the 

company. This has happened because in the past suppliers have been paid in cash, and there 

was no evidence of invoices and on receipt of goods kept in relation to supplies or services 

delivered to the Company; 

 Article 3 of the Code of Conduct and Ethics of the Company states that each employee of the 

company earns income, salaries and allowances in accordance with the employment contract 

                                                      
1 Decision issued by the Chief Executive on 02.08.2018, on settlement of the debt of the Directorate for Protection of 

Environment and Forestry in the Municipality of Mitrovica.  
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or according to the decision of the competent body, therefore any appropriation in other 

forms is considered unlawful. The Company in the statement of financial position at loans 

granted, advance payments to employees had presented the amount of €155,338, which 

present funds given to employees in the form of advance payment of salary. The reason for 

this occurrence is because the management has considered it reasonable in certain cases to 

give funds to employees in form of advance payment, in order to return them or deduct 

them out of future salaries of employees; 

 IAS 1 shall be applied to all general-purpose financial statements prepared and presented in 

accordance with International Financial Reporting Standards (IFRS). The Company at 

revenues from service in the statement of income had presented the amount of €1,472,946, 

while revenues from services according to the sales book amounted to €1,455,588, thus being 

overstated in the FS by €17,358. The company could not provide us with evidence related to 

the adjustments made between accounting records and the sales book. In addition, there is 

a discrepancy between the AFS and the overall state of declarations and tax transactions by 

€16,903. According to the company officials, this discrepancy has occurred because, during 

the year are made adjustments with return invoices, but the same were not recorded yet in 

TAK; 

 Under IAS 1, an entity should present an statement of changes in equity that should show 

the amount of transactions with equity holders, showing separately the distributions to 

equity holders, the retained earnings at the beginning of period and balance sheet date, as 

well as changes over the period, an adjustment between the net carrying value of each class 

of contributed net capital and any reserves at the beginning and at end of the period, 

presenting every adjustment separately. The accounting records kept by the company and 

those presented in the Statement of Changes in Equity for 2018 are not compatible, and due 

to the lack of evidence we could not confirm the accuracy of this statement; 

 According to IAS 7, the cash flow statement provides information about the cash flow during 

the period, categorising them as operating, investing and financing activities. Cash flow 

from operating activities does not provide a fair view: 

- Cash payments to suppliers in the cash flow statement by operating activities were 

presented in the amount of €569,296, while according to the accounting records they 

were in the amount of €545,419.23, overstated by €23,877.  

- Cash payments for employees in the cash flow statement according to operating 

activities were presented in the amount of €1,014,272, while in the accounting records 

were €1,062,214, understated by €47,941. 

 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. 

Responsibility of the Management for AFS 

Management of the company is responsible for preparation and fair presentation of financial 

statements in accordance with accrual based accounting, under International Accounting Standards 

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

controls which the management deems as necessary to enable preparation of financial statements 
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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 company financial reporting 

process. 

 

Auditor General’s Responsibility for the Audit of the AFS  

Our objective is to obtain reasonable assurance whether financial statements in general do not 

contain material misstatement and to come out with an audit opinion, whether due to fraud or error. 

However, due to the issues described in the paragraph on Disclaimer of Opinion, we could not 

obtain necessary evidence to provide the basis for audit opinion. 

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.06/L- 016 on Business Organisations;   

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

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

 Requirements of the Law on Public Procurement No.04/L-42(as amended and 
supplemented);   

 Requirements of the Law no.04/L – 60 on Waste; 

 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 cannot be considered to be correct, because during the audit were identified 

material errors. 



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

 

 12 

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

incompliances: 

 The business plan for 2018 contains business and financial objectives that the company 

intends to achieve during 2018. However, the plan does not include deadlines and the 

manner for achievement of these goals; 

 Quarterly reports of 2018 of the POE contain only a review of the financial performance of 

the respective quarter, thus it has met only one of five legal requirements related to the 

content of the quarterly reports as set under Article 31.1 of the Law on Publicly-Owned 

Enterprises. In addition, these reports do not include: 1) an overview of the organizational 

structure of the POE, including all massive changes that have been made during the 

respective quarter; 2) a summary of all court proceedings or those that may involve the POE, 

or that POE is expected to initiate during the current quarter; 3) massive transactions 

involving the POE or its subsidiary units and 4) suggestions and proposals for changes that 

are reasonably expected to improve the performance of the POE. Also, these reports were 

not approved by BoD; 

 The report on measuring customer satisfaction was not drafted, as required by Article 29 of 

the Law on Publicly Owned Enterprises; and 

 In addition, no annual report was drafted as required by Article 31 of the Law on Publicly 

Owned Enterprises. 

2.3 Recommendations related to Annual Financial Statements 

Recommendation B1 2The Chairman of the Board should ensure that revaluation of non-current 

assets is carried out at least once in 5 years, so that the value presented in the 

AFS is correct and in compliance with IAS 16. 

Recommendation A1 The Chairman of the Board should ensure that registration of purchased 

assets is done on timely manner and for the same starts depreciation at the 

time they are put to use, as foreseen by the accounting rules. In addition, 

should ensure that assets value is presented accurately by their value in the 

accounting books, and the same is presented in the FS. 

                                                      
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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Recommendation B2 The Chairman of the Board should undertake necessary actions so that the 

accounting registers are reconciled with the overall status of Liabilities in 

TAK. In addition, should ensure oversight over the management of 

company’s funds, so that when there are sufficient fund available, to give 

priority to payment of accumulated tax liabilities for employees. By doing 

so can be avoided the increase of liabilities for interest and penalties for 

delays. At the same time, should ensure correct presentation of financial 

items in FS. 

Recommendation A2 The Chairman of the Board should ensure that in the FS are presented values 

of accounts based on source documents, and in case of deferred revenues 

and revenues from grant, to present only those assets that meet the criteria 

to be recognised as assets, as foreseen by IAS.  

Recommendation B3 The Chairman of the Board should ensure that closing of accounts of 

unidentified byers is done only when the client is verified accurately that has 

paid through the bank account, based on evidence that are relevant for 

identification of each client. 

Recommendation B4 The Chairman of the Board should ensure that provisioning of account 

receivable and expenditures for bad debts are registered in accounting, only 

when all chances for collection have been exhausted, and all steps for 

recognition of bad debts have been met. 

Recommendation A3 The Chairman of the Board should ensure that all necessary procedures for 

communication and cooperation with suppliers have been adhered to, in 

order to provide timely confirmation to the auditor in relation to the liabilities 

towards third parties. 

Recommendation A4 The Chairman of the Board should ensure that proper measures are taken so 

that all employees are paid salaries that the company owes to them. In 

addition, to ensure that in the future are avoided delays in processing salaries 

due to employees.  

Recommendation A5 The Chairman of the Board should ensure that advance payment are closed 

only on basis of evidence for executed works or received supplies. In 

addition, crediting of profit or loss account shall be done in compliance with 

accounting rules, which foresee cases when a certain item in the FS can be 

subject to changes. 

Recommendation B5 The Chairman of the Board should cease the practice of giving advance 

payments to employees for salaries and wages in order to prevent Company’s 

financial loss, and to ensure that all employees are equally treated.   
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Recommendation B6 The Chairman of the Board should ensure that adjustments to sales books are 

done based on the evidence that support the adjustment, and during 

preparation of FS are taken into account all adjustments to accounting notes, 

so that information is consistent and presented correctly. 

Recommendation B7 The Chairman of the Board should ensure that increases or decreases of items 

in the Statement of Changes in Equity is done on the basis of evidence that 

demonstrates reasons that have caused these changes, and presentation of FS 

is done based on accounting notes, in compliance with IAS 1.  

Recommendation B8 The Chairman of the Board should ensure that constituent items within the 

cash flow statement are presented correctly in relevant activities, based on 

accounting notes. 

Recommendation B9 The Chairman for the Board should ensure that is conducted an analysis to 

determine the caused that have led to the Disclaimer of Opinion and 

undertake necessary actions to eliminate them. In addition, the Chairman of 

the Board should ensure that effective processes are in place to confirm that 

the 2019 AFS production plan addresses all compliance related issues, high-

risk areas and areas where errors have been identified in previous years. The 

CEO and CFOT should not sign statements unless all necessary checks have 

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

Controls over the company's overall financial and operating management were poor. Existing 

budget planning processes are not adequate and have not been supported with budget review 

during the year. In addition, there are lack of regulations on management of some of the main areas 

of FMC such as expenditures, revenues, receivables, provisioning of bad debts, cash box regulation, 

levelling of coefficients, etc. which should be adjusted to the needs of the company, and in line with 

IAS and applicable laws. 

Management of expenditures and revenues require further improvement. This is because the 

purchase of goods and services is done without procurement procedures and payments are carried 

out without the approval of authorized persons. In addition, to customers are not sent invoices for 

services benefited by the Company, and this leads to the increase of accounts receivable. 

In addition, existing controls over the management of non-current assets, in management of 

bank/cashbox, and in management of liabilities for carried over borrowing, are not adequate. They 

have prevented accurate and complete recording of these accounts in the accounting registers and 

in the AFS. 

In addition, evident shortcomings have been found in personnel management including 

recruitment process, lack of contracts for regular employees, and inadequate compensation of 

employees for annual leave. 
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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. Table of Revenues and Expenditures according to annual plan 2018                        (in €) 

Description 
Initial 

Planning 

Final  

Planning 

2018 
Outturn 

2017 
Outturn 

Revenues from Services  1,018,090 1,018,090 1,472,946 1,139,486 

Other Business Revenues (subsidies, 
grants) 

776,268 776,268 213,651 535,472 

Total Revenues 1,794,358 1,794,358 1,686,597 1,674,958 

Expenditures for Salaries  722,250 722,250 1,055,988 966,933 

Depreciation expenditures 0 0 74,338 691,171 

Other Expenditures3 415,045 415,045 696,040 9,109 

Total Expenditures 1,137,295 1,137,295 1,826,367 1,667,213 

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

 The company had planned revenues for 2018 in the amount of €1,794,358, while it 

had collected €1,686,597, or €107,762 less than planned. Revenues from services were 

planned at a much lower rate than real possibilities, even lower than in the previous 

year, and therefore this category was implemented at 144%. While, the Company had 

planned to receive subsidies from MED in relation to other business revenues, but 

did not receive them. 

 For 2018, total expenditure planning was significantly lower compared to its 

execution, and subsequently the deviancy between planning and execution was 57%. 

The company in the payroll category spent 46% more than planned because of the 

recruitment of new employees. Also, other expenditures were 59% higher than 

planned. This was because the company had not planned its budget in real terms, by 

not performing an analysis of the needs and opportunities of the company in 

advance. 

 

 

 

                                                      
3 This also includes interest rates, exchange rates,  dividends and similar revenues from others in the amount of €37,681 
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Issue B10 – Weaknesses on Budget Planning 

Finding  The purpose of the business plan in general is to achieve the company’s goals 

according to its priorities. The company presented budget planning for 2018. 

According to budget analysis, realization of total revenues in relation to 

business plan was 94%, but this percentage was affected by collection of 

service revenues at 144%. While execution of expenditures had surpassed the 

business plan by 57%. Surpass of the plan are noted in expenditures for 

salaries by 46% and in fuel expenditures by 30%. In addition, the company in 

the detailed budget plan related to expenditures did not plan execution of 

depreciation expenditures, which also had resulted in surpassing of planned 

expenditures. In addition, the company's initial plan had not been followed 

by a budget review that would reflect changes in revenue and expenditure 

plans based on up-to-date information on the Company's economic events. 

Risk Due to poor planning processes that do not reflect the actual position of the 

company, including potential changes during the year, the Company may not 

be able to manage to cover expenditures, and increase liabilities towards the 

suppliers. 

Recommendation B10 The Chairman of the Board should ensure that upon preparation of the 

business plan are conducted more accurate analysis of revenues and 

expenditures. In addition, when major deviations are found during 

implementation of the plan, a revision should be done based on Company’s 

real needs and possibilities. 
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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 that occurred during the year within these accounts. In addition to examining the 

position of the account balances, 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 the Company on 31st of December 2018           (in€) 

Assets Year 2018 Year 2017 

Land 1,225,780 1,225,780 

Construction Buildings 257,451 283,950 

Equipment and Machinery 76,335 74,002 

Stocks  6,969 7,132 

Accounts Receivable 2,994,744 2,962,982 

Borrowings, advance payments to employees  155,338 138,693 

Cash in Bank and in Cash box 70,923 50,488 

Total Assets 4,787,543 4,743,027 

Equity   

Charter Capital  25,000 25,000 

Reserve Capital 2,394,048 2,394,048 

Profits/Losses retained (114,057) (80,714) 

Profit/Losses of the year (139,769) 6,971 

Liabilities   

Long-term Liabilities 562 10,271 

Business Payable accounts 499,422 323,985 

Other Payable Accounts 1,985,262 1,872,740 

Other Short-term Liabilities 137,075 190,726 

Total Liabilities and Equity 4,787,543 4,743,027 
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Issue A 6 – Incorrect presentation of items in FS  

Finding  IAS 1 shall be applied to all general-purpose financial statements prepared 

and presented in accordance with International Financial Reporting 

Standards (IFRSs). The following are identified as incorrect presentation  in 

the AFS: 

- During 2018, the Company closed the accounts of the borrowings in the 

amount of €6,415 realized by different borrowers during 2016. The closing 

of the obligation occurred despite the fact that these assets were not 

returned and the obligation remained legally open. This has occurred 

with the justification of not carrying forward the obligation in the 

following years, classifying it as transfer without evidence. 

- The company had presented in the AFS depreciation expenditures in the 

amount of €74,337, but, according to the audit this value should have been 

€63,062, and as a result the company had overstated depreciation of assets 

by the amount of €11,275. This has occurred because the Company had 

calculated depreciation of Assets whose Net value on books should have 

been zero. 

- Profit on the year-end profit was understated for €6,971 due to the error 

during the transfer of the final year-end loss of the previous year. 

- In addition, the balance carried forward at the beginning of the year for 

cash in bank and cash in box was overstated by €752. This is due to 

negligence by authorized officials when calculating the residual value of 

money. 

Risk Incorrect presentation of items in the AFS poses the risk where errors in 

financial statements may not provide a fair and correct view, and 

subsequently FS may mislead interested parties. 

Recommendation A6 The Chairman of the Board should ensure that are taken necessary actions for 

correct presentation of financial items, so that approved AFS present a fair 

and true view. 
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Issue A 7 - Lack of Regulation on Management of Assets   

Finding  According to Article 34.1 of the Law on Publicly Owned Enterprises, every 

POE shall establish and put in force bylaws as required by the Law on 

Business Organizations. Also, the Statute of the Company requires the 

Company to produce regulations, which contain provisions on 

administration and functioning of the Company.  

The Company had not prepared a regulation on asset management, which 

should have been adapted to the company requirements, based on standards 

and applicable laws. This has led to inadequate management of assets during 

the year. Subsequently, the assets register of the company is deficient, since it 

did not include all those assets whose value was zero, but have still been used 

by the company. 

This has occurred due to the negligence of the management of the company 

and not giving due importance to the regulation on asset management, which 

should describe standard procedures on documentation, alienation of assets, 

maintaining of accurate evidence of assets, and their recording. 

Risk Lack of a regulation on assets management poses the risk where assets may 

not be handled properly and subsequently this leads to incorrect presentation 

of assets in financial statements.  

Recommendation A7 The Chairman of the Board should ensure drafting of an internal regulation 

on assets management, wherein would be described all standard procedures 

on documentation, storing, alienation of assets and complete and accurate 

register of assets, as well as responsibilities of officials responsible for their 

management. 
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Issue A 8 – Inadequate management of expenditures   

Finding  According to Article 34.1 of the Law on Public Owned Enterprises, every POE 

shall establish and put in force bylaws as required by the Law on Business 

Organizations. Also, the Statute of the Company requires the Company to 

produce regulations, which contain provisions on administration and 

functioning of the Company. 

The company had not prepared any rules on management of expenditures 

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

company, as required by its Statute. 

We have found that out of the eight (8) payments tested for purchases of 

assets of the year, in seven (7) of them in the amount of €29,071, as well as of 

the 47 tested payments for goods and services in 36 of them in the amount of 

€83,025 there were no contracts which would specify all the rights and 

liabilities of the parties. In addition, there are not authorisations for approval 

of the payment by responsible officials, and there is no official process of 

accepting assets, goods or services. 

This has happened due to the company negligence and lack of due 

importance to the regulation on management of expenditures and supplies, 

which should describe the process of the occurrence of an expense. 

Risk Due to lack of a regulation on management of expenditures and supplies have 

resulted many deficiencies up to authorization of payments, by exposing the 

company before financial losses as a result of unauthorised payments. 

Recommendation A8 The Chairman of the Board should ensure that all necessary actions are taken 

to prepare a regulation on management of expenditures and supplies, by 

clearly defining responsibilities of officials, procedures for receipt of supplies 

and their reporting periods. 
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Issue B11 – Recruitment of employees without announcement of public competition 

Finding According to Article 8 of the Law on Labour, every employer of public sector 

is obliged to announce public competition each time is recruited an employee 

and establish a working relationship. During 2018, the company employed a 

total of 19 employees for specific duties and tasks for a fixed time period, but 

these employees were covering regular job positions4, and no recruitment 

procedures was carried out for them. This is due to ineffective internal 

controls and poor supervision of human resources unit by the management. 

Risk Recruitment of employees for specific duties and tasks for regular job 

positions without announcement of public competition constitutes legal 

incompliance and lack of transparency, and increases the risk for recruitment 

of incompetent persons in certain positions. 

Recommendation B11 The Chairman of the Board should ensure that all procedures on public 

competition are adhered to upon recruitment of new employees, by meeting 

the requirements for transparency and competition, under the Law on 

Labour. 

Issue A 9 – Employees without employment contracts 

Finding  According to Article 10 of the Law no. 03/L-212 of Labour, The employment 

contract is concluded in writing and signed by the employer and the 

employee. Out of the 100 tested wages and salaries we noticed that in 12 cases 

there are no valid employment contracts for employees who are currently 

employed in the company. Lack of sufficient competence and commitment 

by the human resources department, and lack of proper information of 

employees about the duties and responsibilities of signing the contract have 

led to the situation where employees of the company continue working 

without contracts. 

Risk Keeping employees without employment contracts besides constituting legal 

non-compliance, establishes uncertainty in compensation of employees and 

in defining the duties and responsibilities of the parties. 

Recommendation A9 The Chairman of the Board should ensure that all employees of the company 

have a signed a contract with the employer, wherein are specified all duties 

and responsibilities under legal requirements. 

                                                      
4 These employees were for these positions: Accountant for the waste collection office, Operations labourer, Operations 

driver, Warehouse Guard and car mechanic in Operations Services. 
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Issue A 10 – Compensation of employees for annual leaves 

Finding  According to article 38 of the Law no. 03/L-212 on Labour, an employee that 

has not used the annual leave or a part of the leave because of the fault of the 

employer, is entitled to use that leave during the following period which suits 

the employee, or compensation in money. Out of the 100 audited samples, it 

was found that during 2018, the company had compensated nine (9) 

employees for unused annual leaves in the amount of €2,514, but there was 

no supporting document to justify the need for engagement of additional 

employees. This has happened due to the lack of information of responsible 

officials on management of such cases. 

Risk Engaging employees during their annual leave overburdens them, which in 

the long term may lead to reduced productivity at work, and this directly 

relates to additional costs, taking into account the difficult financial situation 

of the company. 

Recommendation A10 The Chairman of the Board should ensure that compensation of leave with 

monetary means is done only when the employee has not used the annual 

leave due to employer’s fault and after justifying and documenting requests 

by relevant departments for additional engagement. 

3.3 Statement of Income and Expenditures   

Publicly Owned Enterprise Uniteti 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 services 1,472,946 1,139,486 

Other Business Revenues ( Subsidies, Grants) 213,651 535,472 

Total revenues  1,686,597 1,674,958 

Wages and Salaries  1,055,989 966,933 

Depreciation  Expenditures 74,338 84,381 

Other expenditures5 658,359 606,790 

Interest, bank provisions and court fees 37,681 9,109 

Total Expenditures 1,826,367 1,667,213 

Profit/Loss before tax (139,770) 7,745 

Tax on Profit - 774 

Net Profit/Loss (139,770) 6,971 

                                                      
5 Other expenditures relate to: fuel, water, electricity, office supplies, communication, transportation, representation, 

bad debts, maintenance, tires, vehicle registration and insurance, and similar. 
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Our Audit examination in relation to the Statement of Income and Expenditures have resulted in 

the following findings: 
 

Issue A 11 – Weaknesses in management of revenues 

Finding  According to of the Law no. 04 / L-60 on Waste, article 15 on responsibilities 

and duties of municipalities, paragraph 1.8, sets municipality determines fees 

and manner for collection of funds for municipality services. 

Out of 100 tested samples on revenues collected by the company, we have 

found the following shortcomings:  

 According to Article 7 of the Regulation on Management of Waste in 

Vushtrri, the billing on waste collection is done on a monthly basis and 

the invoice is delivered by the 5th of each subsequent month; and 

 According to Article 6, paragraph 6.2 of the Regulation on Waste 

Management in the Municipality of Skenderaj, the billing on waste 

collection is done on annual basis and the invoice is delivered to the 

customer by 31st March of the calendar year. 

We have noticed that the company had charged its household customers in 

Vushtrri and Skenderaj but had not handed over invoices to them. 

This has happened due to non-harmonization of Regulation requirements 

between the operating units themselves, inaccurate instructions and 

ineffectiveness of internal controls in management of revenues. 

Risk Failure to invoice customers who have benefited from the services of the 

company poses a risk as payments may not be collected, thus causing 

financial losses to the company. 

Recommendation A11 The Chairman of the Board should ensure that are taken appropriate 

measures so that to each customer are sent invoices on regular periodic basis, 

according to requirements of regulations of respective municipalities. 
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Issue A 12 – Lack of Regulations on Functioning of the Company 

Finding  According to Article 34.1 of the Law on POEs, All POEs shall establish and 

put in force regulations as required by the Law on Business Organizations, 

and Article 7.2 of the Company Statute states that the company should issue 

regulations that contain provisions on administration and functioning of the 

company. 

The company had not prepared any regulations on revenues and receivables, 

which would set out procedures, provision for bad debts, and the way they 

are managed. 

Furthermore, the company did not issue a regulation that determines the 

levelling of salary coefficients, which contains provisions for administration 

and functioning of the company. 

This has happened due to the negligence of the company's management and 

the failure to assess the importance of regulations for the company's 

operation. 

Risk Due to lack of regulations has resulted in many deficiencies in all economic 

categories and poses a risk as the company may not be able to conduct its 

financial and operational activity based on applicable laws and standards. 

Recommendation A12 The Chairman of the Board should ensure that all necessary actions are taken 

to issue relevant regulations in order to improve internal controls and 

eliminate errors. 

Issue B12 – Purchase of Goods and Services without procurement procedures   

Finding When Publicly Owned Enterprises purchase goods and service they are 

obliged to respect all procedures under the Law on Public Procurement 

(LPP).  

Out of 55 tested samples we found that in 38 of them in total amount of 

€100,828 the company has made direct purchases from Economic Operators, 

disregarding procurement procedures. This phenomena has emerged from 

improper functioning of internal controls. 

Risk Purchasing goods and services by avoiding procurement procedures risks the 

budget of the company, and may not be achieve the value for money, and 

may lead to limitation of competition.  

Recommendation B12 The Chairman of the Board should ensure that all necessary actions are taken 

to strengthen internal controls so that procurement procedures are applied 

for all purchases that are required, and are developed transparent and 

adequate procurement procedures, in compliance with requirements of the 

LPP.   
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Issue A 13 - Lack of Planning and execution of procedures 

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

contracting authority shall submit, in writing, a final planning that identifies 

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

authority intends to procure over the course of such fiscal year. The company 

had prepared the procurement plan for 2018, which had foreseen 23 

procurement activities with an estimated value of €944,790. However, during 

2018, only 10 contracts were signed in total amount of €53,515, implementing 

only 6% of the procurement plan. According to the procurement department, 

this has happened since the requesting units did not make submit the request 

for goods or services on time. 

Risk Failure to implement the procurement plan poses a risk towards achievement 

of Company’s objectives, based on initial estimations. 

Recommendation A13 The Chairman of the Board should ensure that procurement plan is based on 

Company’s real needs and possibilities, so that are avoided deviations 

between the plan and its implementation at the end of the year. 

 

3.4 Statement of Changes in Equity   

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

structure:  

   Table 4: Equity of Company on 31.12.2018                                                                            (in €) 

Description 31 December 2018 31 December 2017 

CHARTER 2,172,191 2,311,961 

Charter Capital 25,000 25,000 

Reserve Capital 2,394,048 2,394,047 

Profit /Losses carried forward (107,086) (114,057) 

Profit/Losses current year (139,769) 6,971 

Shortcoming related to the Statement of Changes in Equity are presented in the Basis for Opinion. 
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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   

Collection of cash from byers 1,481,685 1,029,686 

Other collection of cash from operating 
activities (subsidies) 

160,000 453,342 

Payment of cash to suppliers (569,296) (568,303) 

Payment of cash to employees (1,014,273) (857,780) 

Payment for cash for interest (13,231) (2,901) 

Other collection of cash from operating 
activities (provision, bank, taxes) 

(24,350) (6,207) 

Net flow from operating activities 20,4356 47,836 

Cash flow from investing activities                          - - 

Cash increase                               - - 

Cash decrease - - 

Net Cash from investing activities - - 

Cash flow from financing activities - - 

Cash increase - - 

Cash decrease - - 

Net cash from financing activities - - 

Increase  /Decrease of cash during the year  20,435 47,836 

Cash at the beginning of the year 50,488 2,652 

Cash at the end of the year 70,923 50,448 

Shortcomings related to the presentation of Cash Flow Statement have been presented in the basis 

of the opinion. 

                                                      
6 The collected amount at Net Flow from Operating Activity presented according to the AFS is €20,435, while if the 

amounts are added we get the amount of €20,535, therefore, it is presented in lower amount and that by €100. 



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

 

 28 

 

Issue A 14 -  The funds collected by the cashiers are not deposited into bank account 

Finding According to Article 34.1 of the Law on POE, every POE shall establish and 

put in force bylaws as required by the Law on Business Organizations. Also, 

article 7.2 of the Company Statute states that the company should issue 

regulations containing provisions for administration and functioning of the 

company. 

The company had not drafted regulations on management of cash, which 

should be tailored to the needs and requirements of the company based on 

the standards and applicable rules. 

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

provided to customers. Upon collection by the cashiers, these funds are 

delivered to the cash box and used for expenditures throughout the month. 

At the end of the month, the funds collected in the cash box are deposited into 

the bank account for execution of payments to suppliers and employees. 

According to the employees, the funds are not deposited into the bank 

account because the company has high amount of liabilities towards the 

suppliers and there is a risk that the money in bank will be blocked or 

withdrawn by enforcement agents. 

Risk Failure to deposit funds into a bank account will not allow accurate 

identification of collections and poses a risk for their loss. In addition, due to 

lack of a regulation on cashbox management poses a risk as the process of 

cashbox management may be followed by deficiencies. 

Recommendation A14 The Chairman of the Board should ensure that all necessary actions are taken 

to draft an internal regulation on management of cashbox, wherein would be 

describes all standard procedures, and to ensure that soon as cashiers deposit 

funds in the cash box they are deposited immediately into the bank account. 

3.6 Handling of Explanatory Notes 

Explanatory notes present information on the basis of the preparation of financial statements and 

accounting policies required by IFRS and provide additional information which are not disclosed 

in the statement of financial position, income statement, cash flow statement or statement of changes 

in equity, but are important to understand each one of them. 
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Issue B13 - Incomplete presentation of explanatory notes 

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

utmost extent. Each item in the financial statements should be referred to the 

relevant information in the notes. 

During the analysis of the notes, the following weaknesses were identified: 

No information was disclosed for: loans granted, advance payments to 

employees, carried forward profit/ losses, profit or loss for the financial year 

and obligations towards the employees that were presented in the statement 

of financial position. 

There was no information on expenditures for salaries disclosed and the bad 

debts provision was not disclosed in detail but only deducted from the 

receivables presented in the statement of income; 

There was no information disclosed for all the items in the cash flow 

statement, in fact, only two items were disclosed, and they were disclosed 

with errors; 

Explanatory notes for: construction facilities, equipment and machinery, 

receivables, money in bank and in cash box, liabilities to banks and other 

financial institutions, payables, taxes and contributions, deferred revenues, 

revenues from services, other business revenues (grants), depreciation does 

not present accurate information; 

Disputes are to be disclosed in the notes (as contingent cases) either when the 

company has a claim from the other parties or in contrary. The company has 

several cases in court for allegations of claims from different parties, but also 

for obligations to others, and has not disclosed them at all in the explanatory 

notes. 

The above identified shortcomings have resulted from ineffective controls, as 

well as insufficient attention and consultation of the IAS when drafting the 

AFS. 

Risk Due to incomplete presentation and lack of information in explanatory notes, 

is affected the quality of financial statements, creates uncertainty of amounts 

presented and limits users of financial statements to understand the true and 

fair financial position of the company. 

Recommendation B13 The Chairman of the Board should ensure that upon drafting of AFS, 

explanatory notes provide all detailed, complete and accurate information on 

each item, including amounts accumulated in any part of the AFS. In 

addition, should ensure disclosure of assets or contingent liability cases. 
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4 Good Governance 

Specific areas of our governance-related reviews have been internal auditing, the 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 in the Company, particularly related to 

accountability, risk management, quality of managerial reporting, failure to fill the position of 

Certifying Officer, and lack of transparency. Other arrangements that would support governance 

development, such as response to audit recommendations and operation of an effective internal 

audit system, are areas which require to be addressed with specific attention by the management of 

the company.  

4.1 Internal Audit System 

Internal audit is an independent activity to provide objective assurance and advisory activity, 

designed to add value and to improve the activities of the company. It also helps to accomplish the 

objectives by promoting a systematic and disciplined approach to assessing and improving the 

effectiveness of risk management, controls and governance processes. 

 

Issue B14 - Failure to fill in the position of Internal Audit Officer 

Finding According to the article 21 of the Law on Publicly Owned Enterprises, each 

POE should have an internal audit officer. The company has been operating 

since 2014 without an internal audit officer. During 2018, the Enterprise had 

once announced a competition for filling in the position but in the absence of 

the interested candidates, the competition has failed. The lack of an Internal 

Audit Officer has led to non-identification of weaknesses in internal controls 

Risk Failure to fill the position of the internal audit officer increases the risk where 

due to the complexity and size of the company, senior managers will face 

difficulties in controlling processes and in detecting errors effectively 

Recommendation B14 The Chairman of the Board should take appropriate measures for 

appointment of an internal audit officer to assist the management regarding 

the assessment and identification of weaknesses of internal controls. Also 

should be considered the possibility that until the position is filled, internal 

audit services should be provided by the shareholder. 
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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 Organization. 

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 poor and ineffective and do not provide 

an effective and timely response to the identified operational problems. 

 

Issue B15 – Failure to fill in the Position of Certifying Officer 

Finding According to Article 14.1 of the Law on Public Financial Management and 

Accountability (LPFMA), each budget organization, autonomous executive 

agency and public enterprise should have the certification officer. Likewise, 

Article 14.2 of LPFMA (I) states that the CAO of a publicly controlled 

enterprise may conclude an agreement with the CAO of the budget 

controlling organization for sharing of services by a single Certifying Officer. 

The Certifying Officer is responsible for ensuring that the applicable terms of 

a public contract are met prior to the authorization of payments under the 

contract.  

The company had not assigned a certification officer for payment certification 

and therefore had weaknesses in management of expenditures. Out of 55 

tested payments, 38 of them lacked the necessary authorizations by 

responsible officials, there were no contracts, no procurement procedures 

have been carried out, etc. The company had undermined the importance of 

the certification officer’s position and had disregarded the requirements of 

the LPFMA. 

Risk Lack of Certifying Officer reduces effective control and management’s ability 

to actively monitor and prevent weaknesses and irregularities in execution of 

payments. 

Recommendation B15 The Chairman of the Board should ensure that all necessary actions are taken 

to fill the position of the Certifying Officer or to conclude an agreement with 

shareholders for sharing of a Certifying Officer, in order to eliminate 

continuing weaknesses in execution of payments. 
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Issue B16 - Failure to publish documents in the Company’s Website 

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

current copy of all POE’s regulations be published and kept on a publicly 

accessible website maintained by the POE. In addition, business plans, 

quarterly reports, annual reports and other important information to the 

public are required to be published. The company still did not have a 

functional website for publishing regulations and its reports. According to 

the company officials, this has happened because there was not enough 

financial resources to develop the website 

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

presents lack of transparency, and is in incompliance with legal requirements. 

Recommendation B16 The Chairman of the Board should ensure development and functioning of a 

website with Company’s information and publish all regulations, reports and 

documents required by the law on Publicly Owned Enterprises for the 

purpose of transparency to the parties of interest. 

Issue B17 - The company has failed to monitor risk register 

Finding According to the procedure no. 1 of the Financial Management and Control 

paragraph 3.3 the role of the budget holder is “To ensure that all relevant risks 

on meeting the work objectives are identified and managed effectively”. The 

company has drafted a register of risks, but it does not include the likelihood 

of occurrence and the impact that those risks may have on meeting the 

objectives 

Risk Lack of effective risk management and their monitoring against set objectives 

results with inability to respond on time or to reduce risks at acceptable 

levels. 

Recommendation B17 The Chairman of the Board should ensure that management has taken 

specific actions to develop a risk management plan that contains potential 

threats, preventive measures and following actions in case those risks are 

materialized. 
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5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS of Uniteti resulted in 15 key recommendations. Management 

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

At the end of our 2018 audit, no recommendation was fully implemented, two (2) were partially 

implemented, while thirteen (13) recommendations have not yet been implemented. For a more 

thorough description of the recommendations and how they are addressed, see Table 4. 

 

 

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 
for Disclaimer of Audit Opinion and 
all actions are undertaken that errors 
in AFS are adjusted and not repeated. 

In addition, the Chairman of the Board 
should ensure that effective processes 
are in place to confirm that the 2018 
AFS production plan addresses all 
compliance related issues, quarterly 
reports, annual reports. 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 Statements should not be signed 
by the CEO and CFOT unless all 
necessary checks have been applied to 
AFS before the same are submitted to 
the BoD. 

During 2018, the 
company did not 
make any progress 
in implementing the 
prior year's 
recommendations. 

Recommen
dation not 
implemente
d. 

2 Budget Process 
The Chairman of the Board should 
ensure that the business plan is drafted 
based on the real possibilities of the 
company in order to meet its business 
goals, and the major changes or 
deviations from the initial plan are 
reflected in a revised plan.  

The company did 
not review the 
business plan and 
this year as well the 
planning was not 
done on real basis. 

Recommen
dation not 
implemente
d. 
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3 Statement of 
Financial 
Position 
(Balance Sheet) 

The Chairman of the Board should 
ensure that the necessary actions are 
taken to identify and correct the errors 
that have affected the non-
reconciliation of assets and liabilities of 
the balance sheet in order for AFS to 
present the company’s accurate 
situation.  

Has made efforts, 
has carried out 
reconciliation, but, it 
still has problems in 
presentation of 
accurate values. 

Recommen
dation 
partially 
implemente
d. 

4 Statement of 
Financial 
Position 
(Balance Sheet) 

The Chairman of the Board should 
undertake immediate measures to 
settle the obligations towards TAK 
and, as necessary, enter into an 
agreement on programming of the 
repayment for these debts.  

The company had 
failed to settle 
obligations towards 
TAK. 

Recommen
dation not 
implemente
d. 

5 Statement of 
Financial 
Position 
(Balance Sheet) 

The Chairman of the Board should 
ensure that all possible legal measures 
are taken to collect receivables within 
the shortest time possible.  

The company had 
made efforts but the 
success was very 
low. 

Recommen
dation 
partially 
implemente
d. 

6 
Statement of 
Income and 
Expenditures 

The Chairman of the Board should 
ensure that the necessary measures are 
taken to implement the recruitment 
procedures by announcing job 
vacancy advertisements fully in 
compliance with the requirements of 
the Labour Law. 

The company had 
recruited employees 
also this year not 
announcing the 
vacancy. 

Recommen
dation not 
implemente
d. 

7 
Statement of 
Income and 
Expenditures 

The Chairman of the Board should 
ensure that the employee salaries 
system is arranged and operational by 
creating a uniform treatment for all 
employees. In addition, take measures 
to execute monthly salaries in time for 
all employees and approved by 
competent officials. In addition, 
practice of paying advance payments 
to employees should be terminated. 

The company had 
not yet managed to 
settle obligations 
towards its 
employees, and the 
trend of advance 
payments is ongoing 
this year as well. 

Recommen
dation not 
implemente
d. 

8 Statement of 
Income and 
Expenditures 

The Chairman of the Board should 
ensure that expenditures for the 
purchase of goods and services are 
fully complied with the requirements 
of the LPP in order to achieve the 
efficient and transparent use of public 
money as well as the performance of 
activities according to the 

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

Recommen
dation not 
implemente
d. 
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procurement plan for meeting the 
needs and obligations of the company. 

9 Cash Flow 
Statement The Chairman of the Board should 

ensure that all necessary measures are 
taken to prepare and present all the 
accurate and structured values as per 
the requirements of the IAS. 

In addition, the 
Cash flow was 
presented by 
Company with 
mistakes.  

Recommen
dation not 
implemente
d. 

10 Handling of 
Explanatory 
Notes 

The Chairman of the Board should 
ensure that when AFS are prepared, 
sufficient information on the company 
and its policies are presented in the 
notes, including complete and 
accurate notes to each item of the 
financial statements, eliminating all 
differences of the notes to the amounts 
presented in the cash flow statement. 

During preparation 
of the AFS, some 
items were disclosed 
but they did not 
present the real 
situation and some 
have not been 
disclosed at all. 

Recommen
dation not 
implemente
d. 

11 Progress in 
implementing 
recommendati
ons 

The Chairman of the Board should 
ensure that an action plan for handling 
issues is prepared, which defines the 
actions, deadlines and staff 
responsible for implementing the 
action plan. 

The company had 
failed to address 
prior year 
recommendations. 

Recommen
dation not 
implemente
d. 

12 Internal Audit 
System The Chairman of the Board should 

ensure that the Company operates 
effectively and for this purpose it 
should establish and put into 
operation the IAU in accordance with 
legal provisions to assist management 
in achieving the company’s goals and 
objectives. 

The Board of 
Directors has 
announced only one 
(1) competition in 
December 2018 to 
cover the position of 
the IA Officer but 
the position in 
question is still not 
covered. 

Recommen
dation not 
implemente
d. 

13 Management 
Reporting, 
Accountability 
and Risk 
Management 

The Chairman of the Board should 
ensure that a review is carried out to 
determine the form of financial and 
operational reporting to senior 
management. In addition, a plan 
should be prepared which will identify 
all the potential risks, assess their 
impact if they occur, and determine the 
preventive and subsequent measures 
in response to them. 

The Company has 
identified threats – 
risks by the Business 
Plan, but the risks 
were not identified 
in accordance with 
objectives of the 
organizations, and 
they were not 
monitored. 

Recommen
dation not 
implemente
d. 

14 Management 
Reporting, 
Accountability 

The Chairman of the Board should 
ensure that the necessary measures are 
taken to complete the position with a 

The company had 
failed to cover the Recommen

dation not 
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and Risk 
Management 

Certifying Officer in accordance with 
legal requirements and proper 
division of duties. This should be done 
to strengthen the internal control 
system for public money management. 

position of the 
Certifying Officer. 

implemente
d. 

15 Management 
Reporting, 
Accountability 
and Risk 
Management 

The Chairman of the Board should 
ensure that the Company’s Website 
and publish all regulations, reports 
and documents required by the law on 
publicly owned enterprises and 
company charter for the purpose of 
transparency to the public. 

The company had 
not yet managed to 
make the website 
functional. 

Recommen
dation not 
implemente
d. 

No Audit Area Recommendations of 2018 

1 AFS The Chairman of the Board should ensure that revaluation of non-current 
assets is carried out at least once in 5 years, so that the value presented in the 
AFS is correct and in compliance with IAS 16. 

2 AFS The Chairman of the Board should ensure that registration of purchased 
assets is done on timely manner and for the same starts depreciation at the 
time they are put to use, as foreseen by the accounting rules. In addition, 
should ensure that assets value is presented accurately by their value in the 
accounting books, and the same is presented in the FS. 

3 AFS The Chairman of the Board should undertake necessary actions so that the 
accounting registers are reconciled with the overall status of Liabilities in 
TAK. In addition, should ensure oversight over the management of 
company’s funds, so that when there are sufficient fund available, to give 
priority to payment of accumulated tax liabilities for employees. By doing so 
can be avoided the increase of liabilities for interest and penalties for delays. 
At the same time, should ensure correct presentation of financial items in FS. 

4 AFS The Chairman of the Board should ensure that in the FS are presented values 
of accounts based on source documents, and in case of deferred revenues and 
revenues from grant, to present only those assets that meet the criteria to be 
recognised as assets, as foreseen by IAS.  

5 AFS The Chairman of the Board should ensure that closing of accounts of 
unidentified byers is done only when the client is verified accurately that has 
paid through the bank account, based on evidence that are relevant for 
identification of each client. 

6 AFS The Chairman of the Board should ensure that provisioning of account 
receivable and expenditures for bad debts are registered in accounting, only 
when all chances for collection have been exhausted, and all steps for 
recognition of bad debts have been met. 
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7 AFS The Chairman of the Board should ensure that all necessary procedures for 
communication and cooperation with suppliers have been adhered to, in 
order to provide timely confirmation to the auditor in relation to the 
liabilities towards third parties. 

8 AFS The Chairman of the Board should ensure that proper measures are taken so 
that all employees are paid salaries that the company owes to them. In 
addition, to ensure that in the future are avoided delays in processing salaries 
due to employees.  

9 AFS The Chairman of the Board should ensure that advance payment are closed 
only on basis of evidence for executed works or received supplies. In 
addition, crediting of profit or loss account shall be done in compliance with 
accounting rules, which foresee cases when a certain item in the FS can be 
subject to changes.  

10 AFS The Chairman of the Board should cease the practice of giving advance 
payments to employees for salaries and wages in order to prevent 
Company’s financial loss, and to ensure that all employees are equally 
treated.   

11 AFS The Chairman of the Board should ensure that adjustments to sales books are 
done based on the evidence that support the adjustment, and during 
preparation of FS are taken into account all adjustments to accounting notes, 
so that information is consistent and presented correctly.  

12 AFS The Chairman of the Board should ensure that increases or decreases of items 
in the Statement of Changes in Equity is done on the basis of evidence that 
demonstrates reasons that have caused these changes, and presentation of FS 
is done based on accounting notes, in compliance with IAS 1. 

13 AFS The Chairman of the Board should ensure that constituent items within the 
cash flow statement are presented correctly in relevant activities, based on 
accounting notes.  

14 AFS The Chairman for the Board should ensure that is conducted an analysis to 
determine the caused that have led to the Disclaimer of Opinion and 
undertake necessary actions to eliminate them. In addition, the Chairman of 
the Board should ensure that effective processes are in place to confirm that 
the 2019 AFS production plan addresses all compliance related issues, high-
risk areas and areas where errors have been identified in previous years. The 
CEO and CFOT should not sign statements unless all necessary checks have 
been applied to the AFS before the same are submitted to the BoD.  

15 Business Plan 
(Revenues and 
Expenditures) 

The Chairman of the Board should ensure that upon preparation of the 
business plan are conducted more accurate analysis of revenues and 
expenditures. In addition, when major deviations are found during 
implementation of the plan, a revision should be done based on Company’s 
real needs and possibilities. 
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16 The statement 
of financial 
position 

The Chairman of the Board should ensure that are taken necessary actions 
for correct presentation of financial items, so that approved AFS present a 
fair and true view. 

17 The statement 
of financial 
position 

The Chairman of the Board should ensure drafting of an internal regulation 
on assets management, wherein would be described all standard procedures 
on documentation, storing, alienation of assets and complete and accurate 
register of assets, as well as responsibilities of officials responsible for their 
management. 

18 The statement 
of financial 
position 

The Chairman of the Board should ensure that all necessary actions are taken 
to prepare a regulation on management of expenditures and supplies, by 
clearly defining responsibilities of officials, procedures for receipt of supplies 
and their reporting periods.  

19 The statement 
of financial 
position 

The Chairman of the Board should ensure that all procedures on public 
competition are adhered to upon recruitment of new employees, by meeting 
the requirements for transparency and competition, under the Law on 
Labour.  

20 Statement of 
Income and 
Expenditure 

The Chairman of the Board should ensure that all employees of the company 
have a signed a contract with the employer, wherein are specified all duties 
and responsibilities under legal requirements.  

21 Statement of 
Income and 
Expenditure 

The Chairman of the Board should ensure that compensation of leave with 
monetary means is done only when the employee has not used the annual 
leave due to employer’s fault and after justifying and documenting requests 
by relevant departments for additional engagement.  

22 Statement of 
Income and 
Expenditure 

The Chairman of the Board should ensure that are taken appropriate 
measures so that to each customer are sent invoices on regular periodic basis, 
according to requirements of regulations of respective municipalities.  

23 Statement of 
Income and 
Expenditure 

The Chairman of the Board should ensure that all necessary actions are taken 
to issue relevant regulations in order to improve internal controls and 
eliminate errors. 

24 Statement of 
Income and 
Expenditure 

The Chairman of the Board should ensure that all necessary actions are taken 
to strengthen internal controls so that procurement procedures are applied 
for all purchases that are required, and are developed transparent and 
adequate procurement procedures, in compliance with requirements of the 
LPP.   

25 Statement of 
Income and 
Expenditure 

The Chairman of the Board should ensure that procurement plan is based on 
Company’s real needs and possibilities, so that are avoided deviations 
between the plan and its implementation at the end of the year.  

26 Statement of 
Income and 
Expenditure 

The Chairman of the Board should ensure that all necessary actions are taken 
to draft an internal regulation on management of cashbox, wherein would be 
describes all standard procedures, and to ensure that soon as cashiers deposit 
funds in the cash box they are deposited immediately into the bank account. 
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27 Handling of 
Explanatory 
Notes 

The Chairman of the Board should ensure that upon drafting of AFS, 
explanatory notes provide all detailed, complete and accurate information on 
each item, including amounts accumulated in any part of the AFS. In 
addition, should ensure disclosure of assets or contingent liability cases. 

28 Cash Flow 
Statement 

The Chairman of the Board should ensure that all necessary actions are taken 
to draft an internal regulation on management of cashbox, wherein would be 
describes all standard procedures, and to ensure that soon as cashiers deposit 
funds in the cash box they are deposited immediately into the bank account 

29 Internal Audit 
System 

The Chairman of the Board should take appropriate measures for 
appointment of an internal audit officer to assist the management regarding 
the assessment and identification of weaknesses of internal controls. Also 
should be considered the possibility that until the position is filled, internal 
audit services should be provided by the shareholder.  

30 Management 
Reporting, 
Accountability 
and Risk 
Management 

The Chairman of the Board should ensure that all necessary actions are taken 
to fill the position of the Certifying Officer or to conclude an agreement with 
shareholders for sharing of a Certifying Officer, in order to eliminate 
continuing weaknesses in execution of payments.  

31 Management 
Reporting, 
Accountability 
and Risk 
Management 

The Chairman of the Board should ensure development and functioning of a 
website with Company’s information and publish all regulations, reports 
and documents required by the law on Publicly Owned Enterprises for the 
purpose of transparency to the parties of interest.  

29 Management 
Reporting, 
Accountability 
and Risk 
Management 

The Chairman of the Board should ensure that management has taken 
specific actions to develop a risk management plan that contains potential 
threats, preventive measures and following actions in case those risks are 
materialized. 

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: Confirm Letter  

 

 


