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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.  

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 the International Standards of 

Supreme Audit Institutions, and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the Kosovo Customs, in consultation 

with the Assistant Auditor General, Qerkin Morina, who supervised 

the audit. 

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

Jusuf Kryeziu and Team Members Shehrije Shala, Mehmet Muçaj, and 

Ariana Gjonbalaj, under the management of the Head of Audit 

Department, Blerim Kabashi.  

 

 

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 Kosovo Customs for 2019, which 

includes the Opinion of the Auditor General on Annual Financial Statements. Examination of 2019 

financial statements was undertaken in accordance with the International Standards of Supreme 

Audit Institutions (ISSAIs).   

Our audit focus has been on: 

 

Conclusions  

During the audit process, we have identified/raised a number of issues related to financial 

statements as follows:  

 Explanatory notes on Wages and Salaries, Goods and Services, Utilities and Capital 

Investments, in the column expenditures by sources of funding, the budget is presented by 

sources, while the expenditures are required to be presented by sources;  

 Reports on Accounts Receivable in AFS were presented in the amount of €44,842,300 (debts 

based on Single Administrative Documents €705,858, and debts from other payments 

€44,136,442). The balance of these accounts had to be presented in the amount of €46,415,437, 

which means that the accounts were under appreciate by €1,573,137. 

Following our suggestion, Kosovo Customs has taken concrete actions and made the necessary 

adjustments in the AFS. The preparation process can therefore be considered to have been done in 

accordance with applicable legislation.   

In the field of financial management and control, shortcomings have been noticed in some important 

systems, especially in the management of receivables (debts), revenues and personnel management. 

Regarding the implementation of the recommendations, Kosovo Customs has made good progress 

in addressing the recommendations made in the audit report for the 2018 AFS. However, 

appropriate actions were not taken regarding some recommendations, and as a result, the same 

shortcomings have been noticed also this year in the execution of revenues and personnel 

management.The Customs Management has agreed with audit findings and has committed to 

address all the given recommendations. 

The National Audit Office appreciates the cooperation from the Customs Management during the 

audit process 

Annual Financial 
Statements

Financial 
Management and 

Control

Implementation of 
recommendations 
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Opinion of the Auditor General1 

Unmodified Opinion  

The Annual Financial Statements of Kosovo Customs for the year ended on 31 December 2019 give 

a true and fair view in all material respects. 

For more details, see Chapter 1 of this report.  

  

                                                      
1 Annex I explains different types of Opinions in line with ISSAIs.  
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Audit Scope and Methodology 

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

in regard to as the following: 

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

matters 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 appropriate actions for implementation of audit recommendations have been 

undertaken. 

The audit was based on risk assessment. We have analysed the operations of Kosovo Customs, the 

extent the management controls could be relied to in order to determine the level of in-depth testing 

required to obtain evidence supporting the Auditor General’s opinion. 

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

substantive tests, as well as related governance arrangements to the extent considered necessary for 

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

comprehensive overview of all the weaknesses that may exist, or of all improvements that could be 

made to the systems and procedures operated.  

The following chapters provide in detail our audit findings and recommendations in each audited 

area. 
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1  Audit Opinion on Annual Financial Statements   

We have audited the AFS of the Kosovo Customs for the year ended on 31 December 2019 in 

accordance with the Law on NAO and the International Standards of Supreme Audit Institutions 

(ISSAIs). Audit examinations were carried out in order to allow expressing opinions on AFS which 

comprise the Statement of Cash Receipts and Payments, and Budget Execution Statement, provided 

further in detail.  

1. Unmodified Opinion  

In our opinion, the Annual Financial Statements of Kosovo Customs for the year ended on 31 

December 2019 give a true and fair view in all material respects, in accordance with International 

Public Sector Accounting Standards according to cash based accounting. 

Basis for the Opinion 

The audit is carried out in accordance with International Standards of Supreme Audit Institutions 

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

responsibilities for the audit of the Annual Financial Statements’ of our report. In compliance with 

ISSAI 10 and 30, and other relevant requirements for audit of budget organisations’ AFSs, the NAO 

is independent from the Kosovo Customs. We believe that the audit evidence we have obtained is 

sufficient and appropriate to provide a basis for our audit opinion.    

Responsibility of Management for AFS  

The Director General of Kosovo Customs (CS) is responsible for the preparation and fair 

presentation of financial statements in accordance with International Public Sector Accounting 

Standards – Financial Reporting under the Cash based Accounting. The Management is also 

responsible for establishing internal controls which the management determines as necessary to 

enable the preparation of Financial Statements that are free from material misstatement, whether 

due to fraud or error. This includes the fulfilment of requirements from the Law No. 03/L-048 on 

Public Financial Management and Accountability (as amended and supplemented) and Regulation 

No. 01/2017 on Annual Financial Statements of Budget Organisations. 

Director General of CS is responsible to ensure the oversight of the financial reporting process of 

Kosovo Customs.   

Auditor General’s Responsibility for the audit of the AFS 

Our responsibility is to express an opinion on the AFS based on our audit conducted in accordance 

with ISSAIs. These standards require that we 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 every material misstatement that might exist. Misstatements may 
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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. 

The 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.  

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

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

presentation of the financial statements. 

We communicate with the management of the audited entity regarding the audit scope, planned 

time and significant findings including any significant shortcoming in internal control that we have 

identified during the audit.  

The audit report is published on the NAO’s website, except for information classified (as sensitive) 

or other legal or administrative prohibitions in accordance with applicable legislation. 
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2  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 and assets and liabilities as well 

as the internal audit function. 

Financial Management and Control Conclusion 

KC has consistently shown readiness to improve financial management and control in order to 

achieve the objectives set. Our audit results have shown that KC has put in place adequate controls 

in most operational and financial activities. 

Controls over the overall management of the budget process, as a whole, are good. KC has managed 

to execute about 88% of the final budget for 2019. 

However, controls in the category of accounts receivable (debts) should be improved, while controls 

in the area of expenditure management are functional and effectively implemented. 

Furthermore, revenue management performance has been further improved this year, compared to 

other years. However, in terms of compliance with legislation, our audit has disclosed the existence 

of some weaknesses, which mainly concern personnel management, revenues, accounts receivable 

and unpaid liabilities. 

We need to emphasize that the Internal Audit Unit (IAU) continuously demonstrates a good quality 

of work through which it provides consistent assessments regarding the functioning of controls in 

the organization. In this regard, the benefit shown by the internal audit work should be taken into 

account by the KC management for the improvement of areas with significant shortcomings.  

2.1 Budget Planning and Execution 

We have considered the sources of budget funds, spending of funds and revenues collected by 

economic categories. This is highlighted in the tables below: 
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Table 1. Sources of budgetary Funds (in €) 

Description  
Initial 

Budget 
Final 

Budget2 
2019 

Outturn 

 % of 
2019 

Outturn  

2018 
Outturn 

2017 
Outturn 

Sources of Funds   11,681,830 10,388,156 9,132,805 88% 8,757,325 8,490,434 

Government Grant -
Budget  

10,681,830 9,888,156 8,883,723 
90% 

8,757,325 8,490,434 

One-off revenues from 
PAK 1,000,000 500,000 249,082 50% 0 0 

The final budget decreased by €1,293,674 compared to the initial budget. By Government Decision 

no. 02/113 dated 05.11.2019, the initial budget was cut by €631,000, and by Decision no. 03/115 

dated 17.12.2019 it was cut by €662,674.  

In 2019, the KC spent 88% of the final budget or €9,132,805, falling by 5% compared to 2018.   

Table 2. Spending of funds by economic categories - (in €)  

Description 
Initial 

Budget 
Final 

Budget 
2019 

Outturn 
% of 2019 

Outturn  
2018 

Outturn 
2017 

Outturn 

Spending of funds 
by economic 
categories 

11,681,830 10,388,156 9,132,805 88 % 8,757,325 8,490,434 

Wages and Salaries 6,283,593 6,220,014 6,206,248 99.8% 6,152,323 5,654,921 

Goods and Services  2,754,862 2,316,862 2,011,941 86.8% 1,821,889 1,924,564 

Utilities   193,375   147,375   109,088 74%    102,579    107,510 

Capital Investments  2,450,000 1,703,905   805,528 47.2%    680,534    803,439 

Explanations for changes in budget categories are given below: 

The final budget for Wages and Salaries was €6,220,014 while the initial budget was €6,283,593. The 

final budget compared to the initial budget was decreased by €63,579. This budget decrease has 

occurred as a result of the non-recruitment of staff according to the recruitment plan and due to the 

failure to staff all positions foreseen by the organisational structure of the KC.  

The final budget for Goods and Services was €2,316,862, while the initial budget was €2,754,862. The 

annual budget execution in this category was €2,011,941. The final budget compared to the initial 

budget was decreased by €438,000. The final budget was decreased based on the letter and request 

from the Minister of Finance and the Government for budget savings. 

                                                      
2 Final budget – the budget approved by the Assembly subsequently adjusted by the Ministry of Finance.  
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The final budget for Utilities was €147,375, while the initial budget was €193,375, the execution was 

€109,088. The final budget compared to the initial budget decreased by €46,000, the final budget is 

lower based on the letter and request from the Minister of Finance and the Government for budget 

savings.  

The final budget for capital investments was €1,703,905 while the initial budget was €2,450,000, the 

execution was €805,528. The final budget compared to the initial budget was decreased by €746,095. 

Of this, €500,000 was decreased from one-off revenues from the PAK and €246,095 from the budget. 

The budget for capital projects was reduced according to the requests of the Government for 

savings. In November there was a decrease in the total amount of €1,865,000, while in December, 

according to the MoF report dated 30.12.2019, the budget was reduced from the one approved at 

the beginning of the year and for this economic category the final budget at the end of 2019 is 

€1,703,905. 

2.1.1  Revenues  

Kosovo Customs (KC) has a very effective system in revenue management. Customs revenues 

planned by the Government of Kosovo for 2019 are €1,234,000,000, while gross revenues collected 

were €1,177,799,215 (gross revenues €1,179,586,031 - €1,786,817 returns). When presented in 

percentage, execution of revenues was around 95.5% of the planned quota. 

Table 3. Own Source Revenues (in €) 

Description 
Initial 

Budget  
Final 

Budget 
2019 

Receipts  

% of 
2019 

Receipts  

2018 
Receipts 

2017 
Receipts 

Gross 
Revenues   

1,234,000,000 1,234,000,000 1,179,586,032 95.5% 1,135,015,816 1,121,097,109 

Returns (4,900,000) (4,900,000) (1,786,817)  36,5% (4,231,318) (9,144,094) 

Net 
Revenues  

1,229,100,000 1,229,100,000 1,177,799,215 95.8% 1,130,784,498 1,111,953,015 

In 2019, KC executed gross revenues in the amount of €1,179,586,032, which compared to 2018, total 

revenues have increased by €44,570,215 or 4%. Border revenues from the value added tax (VAT) 

were €606,406,726 with an increase of €20,518,002 or 3.5% compared to 2018. Border revenues from 

excise duty was €430,799,977 or €27,327,656 respectively with an increase of 6.7% compared to 2018. 

Revenues collected from customs duties were €130,325,418, respectively €6,577,494 or 5.3% more 

than compared to 2018. 

Whereas in regard to other revenues such as domestic excise (games of chance), revenues after 

customs clearance and other revenues were €12,053,911, showing a decrease of €9,852,937 or 45% 

compared to 2018. According to the sector on games of chance, the decrease in revenues occurred 

because the Law no. 06/L-155 on the Prohibition of Games of Chance entered into force on 

15.04.2019.  
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Table 4. Revenues collected and returns per economic codes in the last three years (in €) 

Description  2019 Receipts 2018 Receipts 2017 Receipts 

Border excise  430,799,977 403,472,321 419,968,063 

Domestic excise 4,696,218 15,430,848 12,311,278 

Import customs 130,325,418 123,747,924 125,992,685 

Anti-dumping measures 3,206,985 1,976,199 330,197 

Border VAT – Customs 606,406,726 585,888,724 557,775,781 

Other taxes 615,256 483,324 516,693 

Customs offences 940,820 1,000,812 1,095,533 

Court revenues  57,784 233,273 210,772 

Revenues from the sale of goods 176,266 408,175 269,983 

Banderols  369,333 357,264 359,736 

Receipts from court/execution decisions 
fees  

97,794 
                               

-    
                               

-    

Revenues after customs clearance  1,893,455 2,016,952 2,266,388 

Total of gross receipts: 1,179,586,032 1,135,015,816 1,121,097,109 

VAT return 
                               

-    
(472,404) (1,027,722) 

Excise return (283,525) (3,410,461) (7,590,977) 

Customs duties return (395,975) (207,704) (281,883) 

VAT return - Customs (818,271) 
                               

-    
                               

-    

Other customs duties return (289,046) (140,749) (243,512) 

Total amount of returns: (1,786,817) (4,231,318) (9,144,094) 

Total net receipts (gross – returns): 1,177,799,215 1,130,784,498 1,111,953,015 

We have analysed the management of the revenue process when importing goods and determining 

customs value. The customs value refers to the value of the imported goods and is used to calculate 

customs duties on imports and taxes. Most imports are evaluated based on "transaction value" 

(invoice/contract price), or the price paid or to be paid for goods with certain adjustments. 

However, if it is not possible to use the transaction/invoice value, there are five other evaluation 

methods, which can be used in turn. We tested as following: Revenues from value added tax - VAT. 

In this category of revenues, we tested 100 samples in the amount of €8,970,040, in which we applied 

substantial tests as well as 8 samples for compliance tests. 

Excise revenues - In this category of revenues, we tested 100 samples in the amount of €31,813,157, 

in which we applied substantial tests as well as 9 samples for compliance tests. 

Customs Revenues - In this category of revenues, we tested 67 samples in the amount of €1,036,186, 

in which we applied substantial tests as well as 6 samples for compliance tests.  

Other revenues - In this category of revenues, we tested 6 samples in the amount of €702,673, in 

which we applied substantial tests as well as 5 samples for compliance tests.  

From our examinations, we identified the following: 
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Issue C1 – Shortcomings in calculating the customs base and non-application of uniform prices 

when re-evaluating goods for tax purposes    

Finding  According to Article 69, para. 1 of AI No. 11/2009 on the Implementation of 

Customs and Excise Code, in applying Article 34.2 (a) of the Code   

(transactional value of identical goods) the customs value should be 

determined referring to the transactional value of identical goods which are 

in the market at the same commercial level and same quantity as the goods 

that are assessed.  When such a sale is not possible to be found, the 

transactional value of identical goods sold in different commercial levels 

and/or different adjusted quantities for considering the different commercial 

levels and/or different quantities, is used provided that such adjustments can 

be performed based on the proven evidence, which without a doubt develops 

the rationality and adjustment accuracy, whether this results in increasing or 

decreasing the value.  

Customs officials have not considered this request of the Instruction when 

determining the customs value of imported goods in three one case: in the 

import of the item the invoice description “laidies briefs onyildiz” imported 

with the same terms (business, country of origin, exporting country, invoice 

description and same terms of delivery), in different periods of time, have not 

been re-evaluated although the invoiced price of same items has been 

different. Details for each case are described below: 

Single Administrative Document (SAD) with number 2020-63359, dated 

08.10.2019, designation no. 11, the invoice description of the item “laidies 

briefs onyildiz”  was invoiced with a price of 0.25 cent per piece, the total value 

€2,790 (for 11,160 pieces x 0.25 cents). This price was not accepted by the 

customs, and the item was revalued at a price of 0.50 cents per piece and the 

value of the item that was charged with customs duties, adding to it also the 

transport costs was €5,673. 

SAD with number 2020-69652, dated 04.11.2019 “designation no. 7, the 

invoice description of the item “laidies briefs onyildiz” was invoiced and the 

value of the transaction/ invoice of €4,464 or 0.40 cent for 11,160 pieces was 

accepted, although the price of the items is different and has not been subject 

to revaluation. 

If it was subject to revaluation then the value or basis for customs clearance 

would be €5,580 (11,160 pieces with a price of 0.50 cents per piece) charging 

another €93 for transport costs, the clearance of customs base would be €5,673 

and the effect on customs duties would be increased by €306.  
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Moreover, following the analysis on declarations, we found that there were 

incorrect market descriptions and non-reconciliations or different 

declarations of goods in the in the customs declaration when it comes to the 

description of the same goods according to the invoices attached in the 

declaration.     

This was due to the large number of cases handled by one customs official 

and the inability to assess customs declarations in accordance with the 

requirements of the customs code. 

Impact Shortcomings in calculating the customs base and non-application of uniform 

prices when revaluating the customs base, results in incorrect and unequal 

treatment of businesses as well as in avoiding revenues.  

 The Director General should ensure that all appropriate actions are taken to 

enable a correct evaluation process of customs declarations, trading 

description, reconciliation of documents with the factual situation/invoice, 

and equal treatment of businesses 

2.1.2 Wages and Salaries 

The final budget for wages and salaries was €6,220,014. The planned number of employees 

according to the budget was 642, while at the end of the year their number was 569. During 2019, 

there were no new employees. We have also made comparisons of expenditures between the 

Kosovo Financial Information System (KFMIS) and payroll records, and have not encountered any 

non-reconciliations in terms of recording and reporting of expenditures. Expenditures for salaries 

in 2019 have increased compared to 2018 by €53,930, this increase is due to the fact that since 

February, the payment of work experience for customs staff has started, and increases caused by 

staff movements on the occasion of promotions during 2019.  

In the field of salaries, we tested five (5) samples of €5,881 as part of substantive testing and five (5) 

samples as part of compliance testing.  

Our tests have highlighted the following shortcomings:   
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1 – Failure to update employment contracts in line with Administrative Instruction No. 

36/2016 

Finding  Administrative Instruction No. 36/2016 on salaries, allowances and bonuses 

applicable to Kosovo Customs which entered into force on 01.01.2017 

determines the basic salary, allowances, bonuses and other compensations 

foreseen for customs officers. 

In five audit samples tested, we have noticed that the employment contracts 

of customs officers have not been updated according to the ranks specified 

under relevant instruction. The contracts failed to specify job position, rank, 

salary, and general job description.  

Impact Failure to update employment contracts in line with the applicable 

Instruction could result in violation of rights and duties of customs officers 

and could risk irregular application of ranks of customs officers and salary 

multipliers 

Recommendation B1 The Director General should ensure that all necessary actions are taken to 

update the employment contracts of customs officers in accordance with the 

applicable legislation. 

 

2 - High number of unstaffed positions 

Finding  Based on the Kosovo Customs’ number of staff of 642 approved in line with 

the Law on 2019 Budget of the Republic of Kosovo, the KC had drafted a plan 

to distribute staff in accordance with Administrative Instruction No. 39/2017 

on the Organizational Structure of Customs Kosovo. 

Impact Currently, KC has staffed 569 positions, while 73 other positions have 

remained vacant, 23 of them are managerial positions according to the 

distribution plan of the staff for the completion of the organizational structure 

of KC. 

The KC applies the top-down approach for recruitment process in the 

customs positions, as in this way vacancies can be identified in the case of 

possible promotions after the completion of a recruitment process. Therefore, 

based on the plan for staff promotion, during 2019 the process of staffing 

vacancies through the process of internal competitions has continued. On 

15.10.2019, four (4) internal competitions were announced for staffing twenty 

(20) vacant managerial positions, of which five (5) are the positions of Head 

of Department with the rank of OD5, while the other fifteen (15) positions are 

for the positions of Head of Sector with the rank of OD4, the processes which 

are in progress. 
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According to the responsible officials in the KC, on the occasion of the 

completion of these internal competitions and the staffing of vacancies as a 

result of the development of these promotion processes, the staffing of vacant  

managerial positions will be done at the same time, with staff who will result 

as more successful candidates in these promotion processes.  

This situation was due to the cancellation of some competitions last year and 

due to the failure to complete the development of recruitment processes in 

2019 to staff vacant managerial positions. 

Impact Failure to or delays in staffing certain positions with respective candidates 

may have an adverse impact on the development of operational activities and 

the achievement of certain Customs objectives. 

Recommendation B2 The Director General should ensure that managerial positions are staffed 

through regular recruitments, so that management is more efficient and the 

organizational structure is completed. 
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2.1.3      Goods and Services  

The final budget for Goods and Services in 2019 was €2,316,862, out of which €2,011,941 were spent. 

Those mainly relate to safety stickers (banderols), seals, fuels for vehicles, security of buildings and 

rental.   

We have tested seven (7) samples of 148,058 as part of substantive testing, and six (6) samples as 

part of compliance testing.  Following our examinations, we have found nothing to report.  

2.1.4 Capital investments   

The final budget for Capital Investments was €1,703,905, out of which €805,528 were spent in 2019. 

Those relate to supply with vehicles for Customs needs, supply of the laboratory with testing 

equipments, supply with hardware and other IT equipment.  

We have tested five (5) samples of 657,088 as part of substantive testing and five (5) samples as part 

of compliance testing.   

Following our examinations, we have found nothing to report 

2.2 Capital and non-capital assets 

The value of non-financial capital assets over €1,000 presented in AFS was €3,888,800, that of non-

financial non-capital assets was €362,320, and of stocks was €180,682.  

We tested nine (9) samples of €677,289 as part of substantive testing; five (5) samples of €979 for 

non-financial assets under €1000;  and five (5) samples €8,809 for stocks. We have also examined the 

process of assets’ registration, recordkeeping and reporting as well as the stocktaking process in 

order to assess whether they have been carried out in accordance with the requirements of the MoF 

Regulation no. 02/2013 on the Management of Non-financial Assets of Budgetary Organizations. 

We conclude that assets have been managed and reported in accordance with the respective 

legislation.   

2.3 Receivables 

KC in AFS of 2019 has disclosed accounts receivable in the amount of €46,415,437. This value consists 

of €44,136,442 debts from other payments (default interest in cases of entities on games of chance, 

cases from post-import controls, excise taxes, etc.), debt from credit statement €1,573,137, and debt 

from customs declaration is €705,858. 

We tested 11 samples of €1,144,812 as part of substantive testing and five (5) samples as part of 

compliance testing.  

Our tests have resulted in: 
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Issue A1 – Constant increase in accounts receivable 

Finding  KC did not have effective management in collecting receivables as their 

growth has been done continuously. The value of accounts receivable at the 

end of the year was €46,415,437. Compared to the previous year, the accounts 

receivable have increased by €2,662,573. 

Despite the efforts made by KC to collect the debts incurred during the year 

and earlier, the transfer of cases to the enforcement procedure and the court, 

their value continues to be high and this issue continues to be a challenge for 

KC.  

This happened because some of the businesses disputed their obligations, 

filing lawsuits against KC for unfair charging. Therefore, this has led to the 

impossibility of executing debts through enforcement, as legally these 

disputes should be resolved by the court. As treatment through court 

proceedings takes time, the KC has no influence on speeding up the 

proceedings.  

Also, one of the debt increases over the years related to an entity since 2012, 

where the value of debt in 2019 has reached the value of €1,445,893. This case 

is being considered by the Basic Court in Prishtina) 

Further, there are payments of decisions in instalments delegated by post-

import controls, which entities have been paying in instalments according to 

the deadlines set out in the decisions, cases of old debts of decisions issued in 

instalments by the Basic Courts, as well as the default interest of cases on 

entities of games of chance. 

Impact Non-efficiency in collecting residual debts can negatively affect other entities 

to pay their obligations on a timely basis, while their age makes the collection 

difficult or impossible to collect. 

Recommendation A1 The Director General should ensure that all possible options are being 

actively considered, the process of managing accounts receivable should be 

monitored more efficiently so that further growth is not allowed, and 

additional action should be taken to increase efficiency in collecting 

receivables. 

2.4 Liabilities  

2.5.1 Outstanding liabilities  

The statement of unpaid liabilities to suppliers at the end of 2019 was €28,470. These liabilities were 

carried forward to be paid in 2020. 
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We tested 7 samples for substantial purposes, invoices of liabilities presented in AFS as well as the 

supplier's book for the two months of 2019. 

It is worth mentioning that the obligation for the case in the amount of €28,325 is related to the court 

decision which was accepted in the KC after the closing of the budget and has remained as unpaid 

obligation. 

We have also tested the monthly reports of obligations that the KC had reported to the Ministry of 

Finance (MoF), and we have identified that: 

 

Issue A2 – Failure to report outstanding liabilities  

Finding  According to Financial Rule no. 02/2013 of the Ministry of Finance on the 

reporting of unpaid liabilities of BOs, Article 5 para. 3 states that "Monthly 

Report on Unpaid Liabilities" should include the balance of liabilities of the 

reporting period, including all liabilities, regardless of the period in which 

they occurred”.  

In the AFS of 2019, liabilities in the amount of €28,470 have been presented. 

When we tested them, we identified that outstanding liabilities were not 

reported to the MoF for December 2019. 

KC has made regular and complete reporting on a monthly basis for 11 

months, with the exception of December 2019. The reason for not reporting 

liabilities to the MoF for December 2019 has come as a result of staff overload 

Impact Failure to report monthly liabilities represent an unfair reflection of liabilities 

as well as the possibility of opening court disputes, which also damage the 

credibility of the institution 

Recommendation A2 The Director General should establish increased controls and increase 

responsibility measures to financial officials so that they report the 

obligations on a timely basis, in full and within the established legal 

deadlines.  



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

 

20 

2.5.2 Contingent liabilities  

Issue AContingent liabilities presented in the 2019 financial statements of Kosovo Customs were in 

the amount of €5,409,832. From 1 September 2019, the Representation Sector, based on the co-

operation agreement between the State Advocacy and the KC, is present in all judicial disputes of 

the KC. It also prepares answers to lawsuits and submits legal remedies according to the legal 

guidelines of court judgments. This sector for 2019 has submitted 351 cases to the Ministry of Justice, 

has received 401 invitations from the court, and has received 569 court decisions from the court. 

We tested five (5) samples of €2,822,978. We have not identified any shortcomings regarding the 

management of these liabilities.  

2.5.3 Contractual obligations 

Based on the information obtained from Kosovo Customs, contractual obligations by the end of 2019 

were €1,907,485.  

2.6 Internal audit function 

The Internal Audit Unit (IAU) operates with two staff members - the Head of IAU and one auditor. 

In order to conduct an effective audit, a comprehensive work programme is needed which reflects 

the financial risks and other risks of Kosovo Customs. The Internal Audit Unit (IAU) prepared the 

annual plan where it had planned eight (8) audits. All audits planned were conducted during 2019. 

IAU mainly covered the period 2019 and the reports resulted in a total of 34 recommendations, of 

which 20 recommendations have been implemented while 14 are in the process (according to the 

annual report of IAU). 

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

controls and their operation are. The internal audit approach was based on the risks of Customs 

activity. 

The Audit Committee is established within the Ministry of Finance and covers all its agencies, 

including the KC. The audit committee held regular meetings and reviewed IAU reports. 

3 Progress in Implementing Recommendations  

Our Audit Report on the 2019 AFS of Kosovo Customs resulted in four recommendations. KC 

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

KC submitted the Progress report on implementation of recommendations (30th of September) 

according to the requests deriving from the Rules of Procedure on implementation of audit and 

action plans.  
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KC Management has undertaken actions to address the raised issues, although their full 

implementation remains a challenge.  

By the end of our 2019 audit, one (1) recommendation has been implemented; one (1) 

recommendation was partly implemented, whilst two (2) have not been addressed yet.  For a more 

thorough description of the recommendations and the way they have been addressed, see the- 

following Table of recommendations.   

Table 4 Summary of  prior year recommendations and of 2018 

N
o 

Audit 
area 

Recommendations  of 2018  Actions 
undertake
n  

Status 

1 Budget 
process 

The Director General should ensure more 
effective controls securing adequate 
planning and classification of projects based 
on accounting standards and chart of 
accounts approved by Treasury-MoF.  

Based on 
the 
examinatio
ns 
performed 
and the 
analytical 
procedures 
during 
2019, we 
have not 
identified 
such 
shortcomi
ngs. 

Implemented  

2 Revenues The Director General should ensure that 
actions are taken to enable a fair process of 
evaluation of customs duties, unification of 
customs value and equal treatment of 
importers 

Even this 
year, we 
found 
shortcomi
ngs in 
defining 
the 
customs 
base value 
for 
customs 
tax charges  

Partly 
implemented – 
Refer to Issue C1.  

3 Wages 
and 
Salaries 

The Director General should ensure that all 
necessary actions are taken to update the 
employment contracts of customs officers in 
accordance with the Instruction in force, 
taking into account the implication of the 
new Law on Salaries 

Even this 
year, we 
identified 
shortcomi
ngs in the 
contracts 
update 
process  

Unimplemented – 
repeated – Refer to 
Issue B1.  
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4 Wages 
and 
Salaries  

The Director General should ensure a more 
dynamic process of staffing management 
positions with regular recruitments so that 
managing is more efficient and 
organisational structure completed 

Even this 
year, we 
identified 
shortcomi
ngs in 
staffing of 
positions 
through 
regular 
recruitmen
ts  

Unimplemented – 
Refer to Issue B2  

N
o 

Audit 

area 

Recommendations of 2019 

 

1 Revenues  The Director General should ensure that all appropriate actions are taken to 

enable a correct evaluation process of customs declarations, trading 

description, reconciliation of documents with factual situation/invoice, 

unification of documents with customs value and equal treatment of 

businesses 

2 Wages 

and 

Salaries 

The Director General should ensure that all necessary actions are taken to 

update the employment contracts of customs officers in accordance with the 

applicable legislation.  

3 Wages 

and 

Salaries 

The Director General should ensure that managerial positions are staffed 

through regular recruitments, so that management is more efficient and the 

organizational structure is completed 

4 Accounts 
receivable  

The Director General should ensure that all possible options are being actively 
considered, the process of managing accounts receivable should be monitored 
more efficiently so that further growth is not allowed, and additional action 
should be taken to increase efficiency in collecting receivables 

.5 Outstandi

ng 

liabilities  

The Director General should establish increased controls and increase 

responsibility measures to financial officials so that they report the obligations 

on a timely basis, in full and within the established legal deadlines.  

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

version shall prevail. 
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Annex I: Explanation of the Different Types of Opinion 

Applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

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

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

framework.  

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

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

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

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

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

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

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

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

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

Modifications to the opinion in the auditor’s report 

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

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

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

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

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

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

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

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

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

appropriate audit evidence, may be materially misstated; and  

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

on the financial statements.  

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

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

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

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

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

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

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

material and pervasive to the financial statements. 

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

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

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

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

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

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

remove the limitation.  

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

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

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

responsibility. It also includes illustrative examples of reports.  

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

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

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

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

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

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

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

 be included immediately after the opinion;  

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

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

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

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

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

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

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

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

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

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

 


