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AUDITOR GENERAL OVERVIEW
 
State Audit Offi ce operation in 2011 was marked by the new 
State Audit Law adopted in 2010 which provided sound basis for 
further strengthening of the operational capacities, as well as 
functional and fi nancial independence in line with the Lima and 
Mexico Declarations. The adoption of UN General Assembly 
Resolution for strengthening independence of Supreme Audit 
Institutions on 22 December 2011 is the crowning success of 
SAIs efforts for strengthening their independence and for ensuring recognition of the 
Lima and Mexico Declarations. The UN Resolution clearly recognizes that SAIs can 
accomplish their tasks objectively and effectively only if they are independent from the 
audited entity and protected against outside infl uence, and if they have important role 
in promoting greater effi ciency, accountability, effectiveness and transparency of public 
administration, which is conducive to the achievement of national development objectives 
and priorities as well as the internationally agreed development goals, including the UN 
Millennium Development Goals.   

In 2011 we made signifi cant progress in implementing the development strategy and 
achieved considerable fl exibility in the selection of auditees. The new organization 
and systematization of the State Audit Offi ce from February 2011 resulted from the 
harmonization with the Law on Civil Servants. It enabled regrouping of auditees, and 
consequently more rational allocation of SAO internal resources. The effect of these 
positive changes was an increased number of performance audits, extended scope of 
auditees and increased number of auditors involved in this type of audits. 

Last year we devoted considerable attention to the quality assurance function, 
implementation of recommendations through follow-up audits, professional training and 
ethical promotion of employees.

Internationally the State Audit Offi ce has strengthened its presence by joining activities 
of several working bodies in relation to the implementation of EUROSAI Strategic Plan 
2011-2017 and promotion of ethics and integrity among SAIs and public administration 
institutions.

The credit for realization of these activities goes to the employees of the State Audit 
Offi ce. I sincerely thank them for their dedication and professionalism over the last year.
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In the upcoming period our priority remains the fi nalization of MPs initiative of February 
2011 for amending the Constitution to defi ne the State Audit Offi ce as an independent 
institution for external audit in the Republic of Macedonia, and reaffi rming the 
communication with the Parliament with regard to better understanding of audit reports 
and cooperation in line with European practice. 

The opinion of the independent external auditor (selected by the Parliament in line with 
the new State Audit Law) on the fi nancial statements of the State Audit Offi ce for 2011 is 
enclosed within the Annual Report.

                                                      

                                                          Tanja Tanevska, M.Sc.                                                          Tanja Tanevska, M.Sc.
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State Audit Offi ce (SAO) competences were laid down in the State Audit Law adopted for the 
fi rst time in 1997. In the past years the Law was amended several times for the purpose of 
its harmonization with the basic principles of the Lima Declaration of guidelines on auditing 
precepts. 

The new State Audit Law was adopted in May 2010 due to the necessary harmonization of 
the operation of the State Audit Offi ce with the standards and criteria of the European Union 
in this fi eld, and primarily with the Mexico Declaration on Independence of Supreme Audit 
Institutions. In addition, the State Audit Law was harmonized with the Law on Civil Servants 
in order to establish the status of state auditors as civil servants. 

As an independent external auditor SAO conducts audit on the public revenues and public 
expenditures in line with the auditing standards of the International Organization of Supreme 
Audit Institutions (INTOSAI), thus fulfi lling its mission for timely and objective informing of the 
Parliament, the Government and other public offi ce holders on the fi ndings of the conducted 
audits.

SAO is headed by an Auditor General. The Auditor General has a Deputy and they are both 
independent in the performance of their tasks. The Auditor General and the Deputy Auditor 
General are appointed and dismissed by the Parliament.  

State audit is conducted by 94 employees - authorized state auditors, state auditors and 
administrative support. They are organized in eleven departments (out of which seven are 
audit departments) and two units. State audit is conducted by 79 auditors (33 are authorized 
state auditors).

96% of the employees have university degree in economy, law, information technology and 
other fi elds, and the percentage of employees with master’s degree continuously increases. 
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             Structure of employees by gender

 Age structure of employees

 Structure of employees by education level

Жени - 73%

Мажи - 27%

 Од 30 до 40 - 38%

Од 40 до 50 - 21%
Од 50 до 60 - 26%

 До 30 - 12%

Над 60 - 3%

ВСС- 92%

CCC - 4%

М-р - 4%

Male    27%

MSc   4%

BSc   92%

Secondary              
Education    4%

Female    73%

Over 60    3%

Under 30   12%

50 to 60    26%
40 to 50    21%

30 to 40   38%
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SECURITY, JUDICIAL SYSTEM, PUBLIC 
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OMBUDSMAN OF THE REPUBLIC OF 
MACEDONIA

DEPARTMENT E - AUDIT OF ENTITIES IN 
THE FIELD OF LABOR AND SOCIAL 
POLICY, EMPLOYMENT, HEALTHCARE, 
PENSION AND DISABILITY INSURANCE, 
BUDGET FUNDS BENEFICIARIES AND 
THEIR SPENDING UNITS

DEPARTMENT F - AUDIT OF ENTITIES IN 
THE FIELD OF LOCAL 
SELF-GOVERNMENT, THE CITY OF 
SKOPJE, MUNICIPALITIES AND PUBLIC 
ENTERPRISES AT LOCAL LEVEL    
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THE PUBLIC ENTERPRISE AND AGENCY 
FOR SPORTS, THE PUBLIC ENTERPRISE 
FOR URBANISM AND CIVIL ENGINEERING

AG ADVISORS 

DEPUTY AUDITOR GENERAL
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In compliance with the new State Audit Law (Offi cial Gazette of RM, no. 66/10,145/2010) 
SAO operation is fi nanced by the Budget of the Republic of Macedonia. The necessary 
funding proposed by SAO is approved by the Parliament of the Republic of Macedonia. 

SAO total budget in 2011 amounted to 90.677 thousand denars. 68% were from the 
Central Budget and 32% were from SAO self-generated income. SAO self-generated 
income derived from collecting state audit fee for certain category of auditees before the 
new State Audit Law became effective.  

In terms of the structure of SAO expenditures 79% are intended for salaries of employees, 
4% for conducting fi eld audits, 5% for utilities and 12% for other administrative costs.

1 2 3 4 5 6 7 8

2005 76 54,401 29,922 84,323 52,520 4,215 56,735
2006 79 55,904 32,008 87,912 53,385 11,926 65,311
2007 84 60,525 27,931 88,456 56,832 12,109 68,941
2008 93 67,809 32,603 100,412 60,790 17,033 77,823
2009 93 78,355 41,057 119,412 76,373 14,694 91,067
2010 91 68,225 41,057 109,282 68,133 23,560 91,693

0 
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Series1 

Budget funds over the years

Series1



11

 Expenditures in 2011

SAO fi nancial statements are audited by an external audit company selected by the 
Parliament of the Republic of Macedonia. The independent auditor’s report is integral 
part of SAO Annual Report and is being reviewed by the Parliament together with the 
Report. 
       

Расходи за ревизии на терен - 4%

Комунални услуги - 5%

Плати - 79%

Други административни 
расходи - 12%
Other administrative 
expenditures   12%

Salaries   79%

Public Utilities   5%

Field Audit   4%
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In line with the strategic objectives for strengthening professional and technical skills of state 
auditors and the other employees in 2011, SAO organized trainings in the following areas:

1. Improving accounting skills

»  Training on accounting policies and principles for public enterprises

»  Training on accounting policies and principles for budgets, budget users and local 
self-government units

2. Conducting performance audit

3. Improving skills in using MS Offi ce 2007

4. Workshop on „Working styles and effi ciency of teams.“

All training sessions were conducted by the authorized state auditors and state auditors in the 
State Audit Offi ce, except for the workshop „Working styles and effi ciency of teams „, which 
was conducted in cooperation with external trainers.
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SAO continuously monitors new developments in methodology and audit practice, as well 
as the need for harmonization with international standards. It provides development of audit 
methodology and application of best practice in audit work. In this regard the translation of 
international standards of SAIs (ISSAIs) in Macedonian continued, with the purpose of their 
harmonization and publication, and allowing their practical implementation.

In 2011 continued the activities for monitoring recent and ongoing developments in the fi eld 
of auditing standards and methodology, aimed at updating existing manuals and guidelines.

In this regard, the Guidelines for audit quality assurance became effective on 1 January 2011 
which provides for establishing an independent function for quality assurance and its practical 
implementation on completed audits. Together with the Guidelines for Quality Control the 
whole process of audit quality assurance is completed.

In the same period SAO adopted a new Guideline for delivering audit reports with updated 
List of legal representatives, auditees’ responsible persons in the audited period, authorities 
responsible for supervision and control of operations of the auditee (to which copies of audit 
reports are delivered as well); New Guidelines for numbering audit reports with internal 
classifi cation of auditees (legal entities) and updated Form for completing and submitting 
information on measures undertaken upon recommendations given in fi nal audit reports 
(Form: IZPM) with Instructions for fi lling out.
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One of the strategic objectives of the State Audit Offi ce is the application of information 
technology and its rational and effi cient utilization in the audit.

In this context, the implemented systems for centralized storage and data exchange, 
electronic mail, the fi ling system, the internal information system for employees, as well as 
the integrated fi nancial information system are operational. A new system for analyzing audit 
reports’ data was set up in 2011.

Internet access is provided for auditors doing fi eldwork.

Computer Assisted Audit Techniques (CAATs) are integral part of the fi nancial audit, as well 
as the application of IDEA software in analyzing electronic data generated from the fi nancial 
statements.

Audit of information systems which process data for preparation of auditee’s fi nancial 
statements, has identifi ed lack of/or inadequate data backup, as well as lack of written and 
approved IT policies and procedures on safety measures and managing information systems 
in accordance with legal regulations, standards and best practice. Written and approved IT 
policies and procedures provide more effi cient protection of information systems, accuracy 
and reliability of records and improve the overall institutional effectiveness.
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77 AUDITS

144 REGULARITY AUDIT REPORTS

7 PERFORMANCE AUDIT REPORTS

148 AUDITED ENTITIES

1213 AUDIT FINDINGS

725 AUDIT RECOMMENDATIONS

118
FOLLOW UP REVIEWS OF IMPLEMENTATION OF 
RECOMMENDATIONS 

354 IMPLEMENTED RECOMMENDATIONS 

182.846 MILLION DENARS AUDITED PUBLIC REVENUES

129.500 MILLION DENARS AUDITED PUBLIC EXPENDITURES

151 AUDIT REPORTS SUBMITTED TO THE PARLIAMENT

8
AUDIT REPORTS SUBMITTED TO THE PUBLIC PROSECUTION 
OFFICE

2
AUDIT REPORTS SUBMITTED TO THE STATE COMMISSION FOR 
PREVENTION OF CORRUPTION
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ВIn 2011 SAO conducted 77 audits, out of which 70 were fi nancial audits and compliance 
audits and seven performance audits. 

Total number of 151 audit reports was issued upon completed audits - 144 fi nancial audit 
reports and seven performance audit reports. 

The table below presents information on the number of conducted audits and issued reports 
within the last two years:

Conducted audits and structure

Type of audit

2011 2010

Number of conducted audits and structure

Number Structure 
in % Number Structure 

in %

1 2 3 4 5

Financial audits 70 90,91 77 88,50

Theme audits / Special purpose audits / / 2 2,30

Compliance audit / / 1 1,15

IT audit / / 1 1,15

Performance audit 7 9,09 6 6,90

Total number of audits 77 100,00 87 100,00

 

Ревизии на успешност - 9.09%

Финансиски ревизии - 90.91%

Performance audit   9,09%

Financial audit   90,91%
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Issued reports and structure

Type of audit

2011 2010

Number of issued reports and structure

Number Structure 
in % Number Structure 

in % 

1 2 3 4 5

Financial audits 144 95,36 192 95,05

Theme audits/ Special purpose audits / / 2 0,99

Compliance audit / / 1 0,50

IT audit / / 1 0,50

Performance audit 7 4,64 6 2,96

Total number of audits 151 100,00 202 100,00

 

Auditees by type of audit 

Total number of 148 auditees was covered by different types of audit of accounting 
records, documents, analyses, economy of administrative activities, and effi cient use of 
resources and effectiveness of operation as opposed to the achieved objectives. 

The following table presents the structure of auditees by different types of audit.

Ревизии на успешност - 4.64%

Ревизии на финансиски 
извештаи- 95.36%

Performance audit   4,64%

Financial audit   95,36%
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Type of audit
2011 2010

Auditees Structure
in % Auditees Structure

in %

1   2 3

Financial audits 70 47,30 81 47,93

Theme audits/Special purpose audits / / 12 7,10

Compliance audit / / 1 0,59

IT audit / / 3 1,78

Performance audit 78 52,70 72 42,60

Total number of audits 148 100,00 169 100,00

Follow up audit on the implementation of recommendations 

In 2011 SAO conducted 68 follow up audits on the implementation of recommendations 
in order to identify the degree of their implementation; recommendations of 118 fi nal audit 
reports were reviewed.  

Follow up audits 2011 2010
   Index 

(2/3) in %

1 2 3 4

Number of follow up audits 68 72 94,44

Number of audit reports on which 
implementation of recommendations was 
reviewed     

118  122 96,72

Ревизии на финансиски 
извештаи - 47.30%

Ревизии на успешност - 52.70%Performance audit   52,70%

Financial audit   47,30%



19

Audited public revenues in 2011

The table below illustrates the total amount of audited public revenues in 2010 fi nancial 
statements
                                                                   

       (in million denars)

Audited public revenues   
2011 2010

Revenues Structure 
in % Revenues Structure 

in %

1 2 3 4 5

Central Budget of RM 98.133 53,67 97.665 60,27

Budgets of local self-government 
units and their unit benefi ciaries

4.073 2.23 7.453 4,61

Budgets of funds 73.151 40,00 52.712 32,53

Public enterprises 4.765 2,61 1.381 0,8 5

Other institutions 2.724 1,49 2.827 1,74

Total 182.846 100,00 162.038 100,00

The structure of audited public revenues in 2011 presented in the annual accounts for 
2010 is the following: the Central Budget revenues participate with 53,67%, the revenues 
of the budgets of local self-government units participate with 2,23%, the revenues of the 
budgets of national funds participate with 40%, the revenues of public enterprises with 
2,61% and the revenues of other institutions participate with 1,49%.

Централен буџет на 
Р. Македонија - 53.67%

Буџети на Единици на 
локална самоуправа - 2.23%

Буџети на фондови - 40%

Јавни претпријатија - 2.61%

Други институции - 1.49%

Central Budget of 
RM   53,47%

LSGU Budgets   2,23%
Budgets of Funds   40%

Public Enterprises   2,61%

Other institutions   1,49%
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Audited public expenditures in 2011

The structure of audited public expenditures in 2011 presented in the annual accounts 
for 2010 is the following: the expenditures of the Central Budget benefi ciaries participate 
with 35,75%, the expenditures of the benefi ciaries of local self-government units’ budgets 
participate with 2,34%, the expenditures of the budgets of national funds participate with 
54,13 %, the expenditures of public enterprises participate with 4,13 % and expenditures of 
other institutions participate with 3,64 %.

                 (in million denars)

 Audited public expenditures
2011 2010

Expend.* Structure 
in % Expend.* Structure 

in %

1 2 3 4 5

Central Budget of RM 46.296 35,75 34.353 36,41

Budgets of local self-government 
units 

3.035 2,34 6.463 6,85

Budgets of funds 70.098 54,13 49.395 52,35

Public enterprises 5.352 4,13 1.459 1,55

Other institutions 4.719 3,64 2.685 2,85 

Total 129.500 100,00 94.355 100,00
 

* Expenditures

 

Централен буџет на 
Р. Македонија - 35.75%

Буџети на Единици на 
локална самоуправа - 2.34%

Буџети на фондови - 54.13%

Јавни претпријатија - 4.13%

Други институции - 3.64%
Central Budget of 
RM   35,75%

Budgets of Funds   54,13%

Public Enterprises   4,13%

Other institutions   3,64%

LSGU Budgets   2,34%
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Audited expenditures in relation to the total executed budgets of Central 
Budget benefi ciaries and spending units, Local self-government units 
(LSGU) and national funds in 2011

              (in million denars)
2011 2010

Executed 
budget 
2010

Audited Part.*
in %

Executed 
budget 
2009

Audited Part.*
in %

1 2 3 4(3/2) 5 6 4 (6/5)

Central Budget 
benefi ciaries and 
spending units

105.863 46.228 43,67 103.907 34.353 33,06

LSGU budgets 23.535 3.035 12,90 19.904 6.463 32,47

National Funds 70.105 70.098 99,99 70.019 49.395 70,55

Total 199.503 119.361 59,83 193.830 90.211 46,54
*Participation in % 

Извршен 
буџет - 

Ревидиран
о Учество Извршен 

буџет - 
Ревидиран

о Учество 

1 2 3 4 5 6 7 (3/2)
Корисници 
и единки 
корисници 
на 
централен 
буџет 105,863 46,228 43.67% 103,907 34,353 33.06%Буџети на 
Единици 
на локална 
самоуправ
а 23,535 3,035 12.90% 19,904 6,463 32.47%
Буџети на 
фондови 70,105 70,098 99.99% 70,019 49,395 70.55%

Вкупно 199,503 119,361 59.83% 193,830 90,211 46.54%

во милиони денари
2010 2009

Ревидирани расходи  по видови буџети  во однос на вкупните буџети 
на корисници и единки корисници на Централен буџет, буџети на ЕЛС и 

буџети на фондови во 2010 година

105,863 

23,535 

70,105 

46,228 

3,035 

70,098 

0 

20,000 

40,000 
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80,000 
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120,000 
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Извршен буџет - 2010 

Ревидирано 

Central Budget 
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and spending 

units

LSGU 
budgets

National 
Funds

Executed budget 2010 

Audited
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While implementing 2011 Annual Programme for operation the authorized state auditors 
and the state auditors identifi ed 1213 fi ndings. Most of the fi ndings (299) relate to the 
fi nancial statements and are identifi ed in 94 audit reports. Findings regarding non-
compliance with legislation and regulations (270) are identifi ed in 78 audit reports, while 
fi ndings concerning illegal use of funds (163) were noted in 60 audit reports.

The analysis also shows that fi ndings regarding the internal controls system (77) were 
noted in 49 audit reports and six audit reports present eight fi ndings relating to the IT 
systems.

Overview of Findings 

Type of fi nding
Findings

Number Participation in %

1 2 3

Findings re internal control system 77 9,42

Findings re noncompliance with legal 
regulations 

270 33,05

Findings re fi nancial statements 299 36,60

Findings regarding illegal 
spending of funds

163 19,95

Findings re IT 8 0,98

Total: 817 100,00

Systemic weaknesses 128

Emphasis of matter 164

Performance Audit Findings 104

Total: 1213
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ВIn the frames of the planned audits in 2011, the state audit offi ce audited public 
procurement as well and identifi ed the following irregularities in the planning, 
implementation and realization of public procurements:  

14,84% of the irregularities relate to realized procurement without public procurement 
procedure.

Around 10% of the irregularities relate to the bid opening phase, bid documents evaluation 
and preparation of reports on the evaluation.   

The phase of signing contracts with the selected bidder relates to 8,71% of the total 
number of identifi ed irregularities, i.e. not signing contracts with the selected bidders, or 
signing contracts with different costs, and different conditions and other elements of the 
bid.

Some irregularities (7,42%) relate to weaknesses in the realization of signed contracts 
(warranties, prices, quantities, payment terms and other conditions other than the ones 
defi ned in the contracts).

7,10% of irregularities were identifi ed in the bidding documentation i.e. it is not prepared 
in line with the Law on public procurement or it does not include all necessary elements 
as prescribed by the same Law.

Irregularities were also identifi ed in the application of the Law on public procurement in 
the process of decision making on public procurements (5,81%) which frequently does 
not include all necessary elements (type of contract, quantity, amount and source of 
funds, manner and procedure for awarding public procurement). The same percentage 
relates to the omissions in the planning phase.

The irregularities relating to the manner of awarding public procurement contracts 
participate with 5,48% in the total number of fi ndings re public procurement. The same 
percentage relates to the shortcomings concerning criteria for awarding public contracts 
that are not in accordance with the Law on Public Procurement.

Other weaknesses and irregularities in the public procurement have minor signifi cance 
and materiality. 
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No TYPE OF IRREGULARITY

Part (in %) 
in the 
total 

no. of 
fi ndings 

re PP

1.
Not implemented procedures for PP / realized PP before signing PP 
contract / realized procurements with old contracts from previous years.

14,84

2.

Weaknesses in the bid opening phase, bid documents evaluation and 
preparation of reports on the evaluation in line with the Law on PP 10,00

3.

Weaknesses in the phase of signing contracts with selected bidders (not 
signing contracts with selected bidders, or signing contracts with different 
prices, and different conditions and other elements of the bid etc.)

8,71

4.

Weaknesses in the realization of signed contracts (warranties, prices, 
quantities, payment terms and other conditions other than the ones 
defi ned in the contracts)

7,42

   5.
Bidding documentation is not prepared /does not include the elements 
prescribed by the Law on PP

7,10

6.
Weaknesses in the planning phase (type of contract, selection of proper 
procedure, planned quantities, dynamics, planned funds, submitting the 
plan to PP Bureau, amending the plan etc.)

5,81

7. Weaknesses in the phase of decision making on PP 5,81

8.
Criteria for awarding PP contracts which are not in accordance with the Law 
on PP

5,48

9. Awarding PP contracts / bypassing PP procedures prescribed by law 5,48

10. Other irregularities 29,35

Total: 100
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The main objective of the audit of fi nancial statements is to enable the auditor to express 
an opinion as to whether

» fi nancial statements truly and objectively present the fi nancial condition and results 
of the fi nancial operations, and

» the activities, fi nancial transactions and information refl ected in the fi nancial 
statements are in accordance with the relevant legislation, guidelines and 
established policies.

In accordance with the objectives set in the audit reports, auditors expressed opinions on 
both the fi nancial statements and the compliance with the laws and regulations. 

The opinions expressed in the audit reports on fi nancial statements for 2010 are as 
follows: 46,55% unqualifi ed (positive) opinions, 26,72% qualifi ed opinions, 12,93% 
adverse opinions and 13,79% disclaimer of opinion.

On the compliance with the laws and regulations 30,66% are unqualifi ed (positive) 
opinions, 33,  58% are qualifi ed opinions, 32,12% are adverse opinions and 3,65% are 
disclaimer of opinion.

Given the broad mandate of the state audit including 1461 auditees, SAO annual 
programme for operation covers the auditees where annual audit is mandatory under the 
State Audit Law, as well as selected number of auditees in line with the selection criteria 
prescribed by the State Audit Offi ce.

Below is an overview of the expressed opinions on the fi nancial statements and on the 
compliance with laws and regulations in 2010 presented in the audit reports of 2011.
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Expressed opinions on fi nancial statements and compliance with laws and 
regulations

Audit opinion
Financial statements Compliance with laws and 

regulations

Number 
of reports

Structure 
in %

Number 
of reports

Structure 
in %

2010 2010 2010 2010

Unqualifi ed opinion 
(positive) 

54 46,55 42 30,66

Qualifi ed opinion 31 26,72 46 33,58

Adverse opinion 15 12,93 44 32,12

Disclaimer 16 13,79 5 3,65

Total 116 100,00 137 100,00

 Structure of expressed opinions on fi nancial statements

            
                   

Structure of expressed opinions on compliance with laws 
and regulations

Мислење без резерва 
(позитивно) - 30.66%

Мислење со резерва - 33.58% Негативно мислење - 32.12%

Воздржување од давање 
мислење - 3.65%

Мислење без резерва 
(позитивно) - 46.55%

Мислење со резерва - 26.72% Негативно мислење - 12.93%

Воздржување од давање 
мислење - 13.79%

Unqualifi ed opinion 
(positive)   46,55%

Unqualifi ed opinion 
(positive)    30,66%

Disclaimer    13,79%

Disclaimer    3,65%

Adverse opinion   12,93%

Adverse opinion   32,12%

Qualifi ed opinion   26,72%

Qualifi ed opinion   33,58%



27

For the purpose of achieving the main audit objective - taking care of public funds and 
improvement of public funds management, as well as timely detection of deviations from 
accepted standards and violations of the principles of legality, effi ciency, effectiveness 
and economy in public funds management, the State Audit Offi ce indicates clear and 
effective recommendations intended for taking steps for elimination or prevention of such 
deviations and violations in the future.

According to the State Audit Law, the legal representative of the auditee is obligated to 
notify the State Audit Offi ce, as well as the competent body for supervision and control, 
on the measures taken upon the fi ndings and recommendations of the audit report within 
90 days of receipt of the fi nal report.

The State Audit Offi ce follows the implementation of recommendations of audit reports 
in the frames of the regular audits, the special purpose audits and the reviews of 
implementation of recommendations, as well as through received information from the 
auditees. 

Upon completion of audits from the Annual Programme for 2011, the State Audit Offi ce 
has given 725 recommendations. Until the date of preparation of the Annual Report for 
2011, the deadline for feedback from auditees for 274 recommendations has not expired. 
Out of 451 recommendations, 354 have been implemented completely or partially, or the 
implementation is in progress, 45 recommendations have not been implemented (related 
to other competent bodies/external factors or discrepancies), 7 recommendations 
cannot be implemented due to changed circumstances, and auditees have not provided 
feedback or have not commented on 45 recommendations.

General conclusion is that auditees acted upon SAO recommendations. The analysis of 
collected data shows that out of 451 recommendations upon which the auditees were 
obligated to take measures until the date of the preparation of this Annual Report, 354 
recommendations have been fully or partially implemented (78,49%), which is high 
percentage of realization.

For continuous follow up of the implementation of recommendations, the State Audit 
Offi ce will continue using different approaches for gathering information on measures 
taken upon given recommendations including those that require longer implementation 
period. For that purpose the State Audit Offi ce uses software for analyzing data and 
other information from audit reports.
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The following table presents the status categories for measures taken upon 
recommendations for 2011 and 2010:

Description
2011 2010

No Structure
in % No Structure

in %

Completely or partially implemented 
recommendations or ongoing implementation

354 78,49 440 84,13

Not implemented recommendations 
(implementation related to other external 
factors (competent bodies etc.)

45 9,98 64 12,24

Recommendations that cannot be 
implemented due to changed circumstances  

7 1.55 0 0

No feedback or comment from auditees 45 9,98 19 3,63

Total 

(number of recommendations for which 
feedback deadline of 90 days has expired)

451  100,00 523 100,00

Препораки кои се целосно 
или делумно спроведени 
или се во тек - 78.49%

Препораки кои не се спроведени 
(поради надворешни фактори) - 
9.98%

Препораки кои не можат да се 
спроведат поради изменети 
околности - 1.55%

Препораки за кои субјектот не 
дал повратна информација за 
преземените мерки - 9.98%

Completely or partially 
implemented re com mendations or 
ongoing implementation   78,49%

Recommendations that cannot 
be implemented due to changed 
circumstances   1,55%

No feedback or comment from 
auditees   9,98%

Not implemented recommendations 
(imple mentation related to other external 
factors (competent bodies etc.)   9,98% 
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The cooperation with the Parliament of the Republic of Macedonia continues in several 
directions. 

To this end and in line with the State Audit Law, the State Audit Offi ce submitted its 2010 
Annual Report on conducted audits and operation for review to the Parliament. 

At the plenary session held on 29 July 2011 the Parliament reviewed SAO Annual Report 
and adopted conclusions aimed at supporting the implementation and promotion of activities 
of the State Audit Offi ce in accordance with the standards of the International Organization 
of Supreme Audit Institutions (INTOSAI) and other professional bodies for developing and 
introducing professional standards.

Pursuant to the obligations stipulated by the State Audit Law, in 2011 the State Audit Offi ce 
submitted 151 fi nal audit reports to the Parliament.

Development of the cooperation with the Parliament remains one of SAO priorities. Therefore 
in December 2011 preparations started for realization of a project with the Netherlands Court 
of Audit for further development of sustainable and effective professional relations between 
SAO and the Parliament. The project is to be implemented during 2012. The project plan 
includes preparation of a manual intended for the Members of Parliament on how to use audit 
reports.

The cooperation with the Public Prosecution Offi ce (PPO) of the Republic of Macedonia 
continues. PPO reports on acting upon audit reports in individual reports. During the reporting 
period eight audit reports that included fi ndings on possible misdemeanor or criminal act were 
submitted to the Public Prosecution Offi ce.   

In 2011 SAO submitted two audit reports to the State Commission for Prevention of Corruption.
With regard to the activities for preventing and detecting corruption, the State Audit Offi ce 
continued its cooperation with all relevant authorities and is a signatory of the Protocol for 
cooperation for the prevention and repression of corruption and confl ict of interests. In this 
context the State Audit Offi ce participated in the preparation of the National Programme 
for prevention and repression of corruption and the National Programme for prevention 
and reduction of confl ict of interest for the period 2011 – 2015. SAO representative also 
participates in the work of the Inter-ministerial body for prevention of corruption. 
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In addition, the State Audit Offi ce participates in the realization of the National Programme 
for the Adoption of the Acquis through the activities envisaged in Chapter 3,23 Judiciary and 
fundamental rights, Area: Anti-corruption Policy, and Chapter 3,32 Financial Control, Area: 
External Audit.

During October 2011, the State Audit Offi ce signed a Memorandum for Cooperation with 
the Audit Authority for auditing the instrument for pre-accession assistance (IPA). The 
Memorandum defi nes the cooperation between both institutions in terms of data exchange, 
technical assistance, realization of joint trainings, etc. 
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By maintaining transparency of the results of its operations, the State Audit Offi ce in 
2011 continued to pursue one of its fi ve strategic objectives defi ned in SAO Development 
Strategy 2010 - 2014.

The priority commitment in the past year in terms of transparency was to inform the 
public on the spending of public funds. It was achieved by publishing fi nal audit reports 
on SAO web site continuously during 2011.

In this context SAO operations in 2011 were the focus of interest to the general public 
and the media. It is evident through the published information, newspaper articles, 
comments and other articles in daily informative and weekly/monthly printed and 
electronic publications.

The public interest during the past year can be supported by the number of visits on SAO 
offi cial web site (140 267 visitors).

In 2011 the State Audit Offi ce provided answers to reporters from various media. Twenty 
three requests were submitted to SAO in line with the Law on Free Access to Public 
Information and SAO answered within the statutory deadlines.
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Core Budget

The main objective of the preparation and execution of the Budget of the Republic 
of Macedonia is macroeconomic stability and sustainable and stable national 
economic growth. The procedures for drafting, adopting and executing the Budget, 
as well as for reporting on the Budget execution are based on the following 
principles: comprehensiveness, budget balance, distinctiveness, economy, efficacy, 
effectiveness, transparency and sound financial management.The compliance audit 
on the Core Budget in 2011 paid special attention to Budget planning, planning and 
collecting Budget tax and capital revenues, the recording thereof, as well as to Budget 
execution - operations of the Treasury account and its records, in order to obtain 
reasonable assurance about whether procedures for Budget planning, adoption and 
execution of the planned funds ensure reflection of budget beneficiaries’ strategic 
needs. Moreover, the audit was to determine whether the established recording and 
coordination among the institutions ensures completeness, accuracy and timeliness 
of planning and collecting Budget taxes and capital revenues, and whether control 
procedures operate efficiently and properly in terms of preventing or disclosing 
errors in the treasury operations and recording.

For achieving timeliness, comprehensiveness and transparency of the Budget 
preparation process it is necessary 
to ensure timeliness in the 
commencement of the budget process 
and its preparation, compliance of 
submitted budget circulars and their 
completeness, and harmonization of 
strategic plans of budget users with 
the strategic Government priorities. It 
is necessary all participants involved 
to carry out their activities within the 
legal deadlines.
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The largest part of the capital revenues realized in the Budget of the Republic of 
Macedonia are revenues whose realization is within the competence of the line 
ministries i.e. Ministry of Economy, Ministry of Transport and Communications, 
Ministry of Agriculture, Forestry and Water Economy, and Property and Legal Affairs 
Office. In order to verify the timeliness, accuracy and completeness of realized 
capital revenues in the Budget of the Republic of Macedonia, and their planning, 
it is necessary to set up a planning procedure, to establish an organizational form 
that will do the planning, as well as to have mutual cooperation between the Ministry 
of Finance and the line ministries in terms of continuous exchange of data and 
information on the expected and realized revenues.

In addition, the state administration responsible for awarding contracts for realization 
of capital revenues (concessions and other types of public-private partnership, 
contracts for use, availability, protection and conversion of agricultural land, contracts 
for selling and leasing land or land concessions) should establish complete record 
thereof, continuous monitoring of the realization of obligations under these contracts 
and undertaking measures for failure to act upon them, as well as regular and timely 
submission of data to the Ministry of Finance.

Customs Administration of the Republic of Macedonia and the Public Revenue Office 
realized the highest percentage of tax revenue with over 74% of the total revenues 
in the Core Budget. Data exchange on collected tax revenue between Customs 
Administration and the Ministry of Finance is done online, i.e. “in real time”, while 
data exchange with the Public Revenue Office is done by submitting daily reports on 
transactions or payments made. The established method for data exchange reduces 
the risk of unrealistic planning of tax revenue in the Budget.

The Government approves funds from the Budget as a financial plan i.e. right on 
spending of individual budget users, which (funds) are not integrated in the budget 
users’ annual financial plans. Given that the main objective of the preparation 
and execution of the Budget is macroeconomic stability and sustainable and 
stable national economic growth, it is necessary to have transparent procedure 
for preparation, adoption and execution of the Budget i.e. available to the general 
public in all phases of the realization of the Budget of the Republic of Macedonia.

Funds for unforeseen circumstances are planned in the Central Budget as a 
permanent and current budget reserve. We recommend allocation of current reserve 
funds for activities that cannot be planned during the budget preparation by different 
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budget users. This practice imposes the need for further specification in the Law on 
Budgets i.e. establishing criteria for allocation of reserve funds as contingency or 
possibility for approval of funds if appropriations are insufficient.

Parliament of the Republic of Macedonia

The audit conducted on the Parliament of the Republic of Macedonia has identifi ed the 
need of:

» regulating the base for calculating salary of MPs for the purpose of complete legal 
regulation of the right on salary of MPs (coeffi cients and base),

» establishing criteria for evaluating justifi cation of absence of MPs in line with the 
Law on MPs,

» a bylaw for prescribing criteria for the manner of giving and receiving gifts, reporting 
and assessment thereof, storing and recording items that have become public 
property by way of gift, and

» reviewing the legal solution of the right on compensation for using private vehicles 
for business purposes.

Secretariat for European Affairs

Starting from 2003 the Government of the Republic of Macedonia has established a 
practice of granting funds for postgraduate studies abroad through the Secretariat for 
European Affairs. Without raising an objection to the activities and efforts of the competent 
authorities for promoting education and providing highly educated personnel, as well as 
promotion of professionalism, expertise, effi ciency and effectiveness of the administration 
through trainings and recruitment of new staff that will be actively engaged in the process 
of accession of Macedonia to the European Union, the auditors point out that in line with 
the Law on organization and operation of the state administration, these activities are 
listed within the competence of the Ministry of Education and Science.

Ministry of Information Society and Administration

Within the Programmes for operation for the period 2008-2012 the Government of the 
Republic of Macedonia envisages implementation of a series of projects aimed at developing 
information and communication technologies in Macedonia. The implementation of these 
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projects is under the competence of the Ministry of Information Society and Administration. 
For consistent implementation of activities within the Programmes for operation of the 
Government and realization of projects, the auditors deem it necessary to emphasize that 
the aforementioned should be planned adequately/in detail in the annual work programme 
of the Ministry with defi ned individual activities, deadlines for their execution, responsible 
persons for implementation, indicators for the level of implementation, and necessary funding 
and resources, in order to monitor the dynamics of the realization of projects, identifi cation of 
potential problems, and suggestions and solutions for overcoming these problems.

Agency for Management of Confi scated Property

The Agency for Management of 
Confi scated Property that carries 
out seizing, storing, evaluating and 
recording of confi scated property, 
property gains and confi scated items, 
is still using locations and warehouses 
for which it has not obtained legal 
right to use them. In addition, the 
Agency has not performed handover 
of confi scated property with the 
previously responsible entities 
(courts and Customs Administration) 
and has not done appraisal of the 
confi scated items. 

The Agency for Management of Confi scated Property in cooperation with the 
Government, Ministry of Justice, Ministry of Interior and the courts should undertake 
activities for ensuring conditions for complete take over, storing, recording and managing 
of confi scated property. This will provide the Republic of Macedonia as the owner of the 
property with accurate, reliable and complete data on the amount, type and quantity of 
confi scated property that would ultimately contribute to increased revenue in the Budget 
of the Republic of Macedonia.

Protection and Rescue Directorate

As part of the Programme for operation of the Government of the Republic of Macedonia 
for 2010 and in line with the Action Plan for cleaning rivers and coastline of Prespa Lake 
there were activities for cleaning drainage canals and river basins in Macedonia. The 
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funds for these activities were approved and allocated from the commodity reserves. 
Pursuant to the Law on commodity reserves, these reserves are used in case of war, 
emergency situations, natural catastrophes, environmental disasters, as well as in case 
of considerable market disruption. The activities planned in the Programme for 2010 
relate to regular activities for cleaning riverbeds and Prespa Lake.

Protection and Rescue Directorate generated funds from collection of premiums for 
property insurance against fi re from the insurance companies. The Directorate does 
not have data on the total collection of this type of insurance premium and the amount 
that insurance companies are obligated to pay. It is necessary to introduce timely and 
complete communication and exchange of information between the Directorate and the 
Agency for Insurance Supervision, as a competent authority for control of the operation 
of insurance companies, with a legal possibility for additional supervision whenever it 
is estimated that it is in the interest and for protection of the insurees, as well as for 
complete collection of entitled revenues. In addition, the auditors found out proceedings 
regarding planning, implementation and realization of public procurement which are not 
in accordance with the Law on Public Procurement. For the purpose of rational and 
effi cient use of budget funds it is necessary to undertake measures and activities for 
prescribing and adopting policies and procedures for the manner of conducting public 
procurement and its consistent implementation.
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Funds for managing health care system, social policy and pension 
system  

SAO 2011 Annual Programme for operation covered the national funds responsible for 
managing the healthcare system, social policy and pension system.

The true assessment on how successful are these funds in their operations is given by 
the patients who are users of healthcare services, the people who depend on social 
welfare and the pensioners who deservedly request to receive what they have been 
putting aside during their whole service life.

General conclusion is that the current system of contributions for compulsory social 
insurance insuffi ciently compensates the needs of the national funds, particularly because 
contribution rates have been reduced and unemployment rate has increased, resulting 
in increased defi cit of fi nancial assets in the funds. This lack of funds is compensated by 
transfers from the Central Budget, which increases dependability of national funds from 
this type of resources. This is not a system solution according to which budgets should 
be recharged from regular service of social contributions.
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Employment Agency of the Republic of Macedonia

The Employment Agency of the Republic 
of Macedonia does not have complete 
information on the number of structures 
available; a number of structures do not 
have legal title, while for other structures 
the property and legal relations have not 
been cleared and the structures have not 
been recorded in the Cadastre. There 
is a discrepancy in the act for payment 
of salaries by positive legislation which 
ultimately results in different amount of 
salary in different employment centers for the same jobs, the same kind of workload and 
duties. This causes inequality between employees and unequal approach in valuation of 
completed tasks.

Pension and Disability Insurance Fund of the Republic of Macedonia 

The method of transferring budget funds for the needs of Pension and Disability Insurance 
Fund of Macedonia through the Ministry of Labor and Social Policy does not present real 
picture of the budget amount of the abovementioned Ministry and the transfer of budget 
funds on the account of the Pension and Disability Insurance Fund the Ministry does not 
have an important role that would give added value on this process. For more effi cient 
use of resources, the transfer of budget funds from the Core Budget of the Republic 
of Macedonia should be made directly on the account of the Pension and Disability 
Insurance Fund.

As the collection of contributions for pension and disability insurance is under the jurisdiction 
of the Public Revenue Offi ce since 2009, the Fund has incomplete information about the 
amount of claims on the basis of the contribution, which is necessary for organizing 
activities for the following period and for the dynamics of the payment of contributions 
by the obligers. In addition, for the period until 2008 the Fund has outstanding claims 
based on the contribution because some obligers are in liquidation or bankruptcy, some 
are inactive or not paying contributions, while others are not in compliance with the Law 
on Companies.
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Health Insurance Fund of the Republic of Macedonia 

Health Insurance Fund of Macedonia is a purchaser of health services rendered 
by health care institutions and the highest percentage of the Fund’s budget is being 
used for this purpose. The system of 
compensation for services of public 
health care institutions in the amount 
of the contracts and not in the amount 
of invoiced/rendered healthcare 
services, results in unequal treatment 
of those health care institutions that 
either carry out healthcare services 
completely or the healthcare services 
surpass the amount of the contracts, 
compared to those who have not 
provided suffi cient healthcare services 
to justify the contracts.

National Roads Agency and PE Makedonija Pat

Matters pertaining to the management, construction, reconstruction, maintenance and 
protection of national roads are under the competence of the Agency for National Roads. 
For the activities in relation to the maintenance and protection of national roads as well 
as for toll payment, the Agency is signing contract with the Public Enterprise (PE) for 
maintenance and protection of national and regional roads Makedonija pat - Skopje. 
Audit was conducted on both the Agency and the Public Enterprise. Without denying 
the activities undertaken by the management of the above entities and the competent 
authorities, the auditors point out that the work of the PE has reduced liquidity and 
solvency, which signifi cantly affects the processes and the continuity. The PE presented 
large amount of expenditures for damages, interests and court expenses, as well 
as obligations to clients, obligations for value added tax and inconsistencies in the 
procedures for awarding public procurement contracts.

In the following period activities should be undertaken re:

» Adoption of a Strategy for development and maintenance of national roads that 
would be used as a basis for preparation of a fi ve-year i.e. annual programme for 
construction, reconstruction, maintenance and protection of national roads;

» Modernization of the toll payment system and minimization of the human factor, 
and
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» Legislative changes that were to be introduced pursuant to the Law on 
transformation of the Public Enterprise for maintenance and protection of national 
and regional roads “Makedonija pat”. 



44

The grounds for organization and jurisdiction of the courts, selection and dismissal of 
judges, their rights and obligations, and provision of funds are regulated by the Law on 
courts.

The organization of the judiciary is unique. The judicial system of the Republic of 
Macedonia is comprised of 27 Basic Courts, four Courts of Appeal, Administrative Court, 
Higher Administrative Court and Supreme Court.

The Judicial Council is an autonomous and independent judicial body responsible for 
ensuring independence of the judiciary.

Funds for the operation of the judiciary and the Academy are provided by the judicial 
budget which is a separate section 
of the Budget of the Republic of 
Macedonia entitled «Judiciary». 
Matters relating to planning, 
allocation of funds, execution 
and reporting on the execution of 
the judicial budget are under the 
jurisdiction of the Court Budget 
Council.

In the following period the courts should address and improve specifi c state of affairs 
concerning:

» available funds for fi nancing the judiciary; 

» staffi ng in courts, professional training of judicial service and other employees;

» recording capital goods in the business books based on reliable and orderly 
documents;

» awarding public contracts; and

» proper and suffi cient workspace, equipment and IT technology.
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The method and procedure for obtaining fi nancial resources, availability of funds, 
political party operation, fi nancial - material operations and reporting of political parties 
is regulated by several laws and bylaws. The audit of the regular operations accounts 
and the election campaign accounts for the early parliamentary elections held on 5 June 
2011, identifi ed irregularities in several areas.

Transparency and publicity of data contained in the Annual Account and 
the Annual Report

Political parties have an obligation to publish their annual account and the annual fi nancial 
statement on their web site, in at least one daily newspaper and in the Offi cial Gazette of 
the Republic of Macedonia (the annual fi nancial statement).

Some political parties did not present data for the publication of their annual accounts 
and data for publication of their annual fi nancial statement in the Offi cial Gazette as 
prescribed by the law.

The amendments to the Law on fi nancing political parties abandoned the aforementioned 
obligation, i.e. political parties are obliged to publish the annual account and the annual 
fi nancial statement only on party’s website.
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Accounting policies and fi nancial statements

Some political parties did not undertake activities for timely and complete recording of 
capital goods in business books.

Acknowledging revenues and expenditures is not always done by all political parties 
in accordance with the modifi ed accounting principle which affects the objectivity and 
validity of fi nancial statements.

Political parties have not arranged the mutual rights and obligations with the landlords 
of the business premises used as election headquarters or regional branches of the 
political parties, which prevented establishing the amount of total expenditures in the 
fi nancial statements.

Election campaign service providers have not consistently complied with the provisions 
of the Electoral Code (for the manner of invoicing for services rendered and presenting 
the approved discount, for submitting notifi cation on the approved discount to SAO), 
which affects the Financial Statement on the revenues and expenditures for the election 
campaign. 

Election campaign organizers not always present all given discounts in the Financial 
Statement on the revenues and expenditures for the election campaign.

There is no written act / contract for arranging mutual rights and obligations between 
coalition partners which will serve as a basis for allocation of appropriations from the 
Budget of the Republic of Macedonia.

Systemic weaknesses

The auditor found out several systemic weaknesses which authorities need to overcome in 
the following period: 

» Lack of bylaw on the form, contents and manner of keeping the Register of donations;

» Presence of accrual accounts in bylaws which regulate the form and contents of 
fi nancial statements of nonprofi t organizations;

» Not regulated obligation for reporting on the period between the deadline for submitting 
the fi nancial statement on the election campaign and the payment of funds from the 
Budget of the Republic of Macedonia, i.e. the budgets of the municipalities and the City 
of Skopje, for each vote won on the election (the account should be closed after this 
payment is made). Consequently, the fi nancial statement does not include transactions 
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that occurred subsequent to the preparation of the fi nancial statement and prior to the 
day of closure of the election campaign account;

» Lack of legal provisions for further handling of outstanding obligations in relation to the 
election campaign after the closure of the election campaign account;

» In practice, donated funds for the election campaign can be associated with a particular 
expenditure only for certain legal entities where you can locate a specifi c expenditure 
(broadcasters, printed media etc.) but not for individuals or legal persons who donate 
funds;

» It is not defi ned whether donor-legal person can donate up to 5% of its total income 
earned in the previous year to each participant in the election campaign or whether that 
is the total maximum amount a legal person can donate during one election campaign;

» Competent authorities need to undertake necessary measures and actions for reviewing 
the maximum prescribed limit of 180 denars per registered voter as permitted level of 
funding for election campaign;

» It is necessary to defi ne more specifi cally Article 84 of the Election Code - does the 
prescribed maximum limit of funds for fi nancing the election campaign (180 denars per 
registered voter) include the discount given by legal persons.
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Public healthcare institution (PHI) for the needs of public healthcare 
institutions, university clinics, the bureau and the emergency center - 
Skopje

In the period after the transformation of the Public healthcare institution University 
Clinic Center (PHI UCC) Skopje until 31 December 2010, the newly established PHI 
has made payment of obligations which are not reimbursed by the Health Insurance 
Fund of Macedonia. This is contrary to the provisions of the Decision for establishing 
PHI in relation to the debts and other liabilities incurred by PHI UCC Skopje, which 
stipulates that the funds should be provided by the Health Insurance Fund of Macedonia. 
Consequently, PHI is fi nancially burdened 
with interests for delayed payment of 
liabilities toward PHI creditors, notices and 
appeals before competent courts.

This condition could ultimately put at risk 
the regular operation of the clinics as it 
affects PHI operation in relation to the 
regular supply of heating, electricity, water, 
food, medicines and medical supplies, 
sterilization, medical gases etc.

PHI Healthcare Centre – Skopje 

Healthcare Centre – Skopje is facing many outstanding receivables from concessionaires 
which do not settle their obligations on time. Legal proceedings are initiated for the large 
portion of the receivables, but they cannot be collected due to unsecured contracts and 
prolonged trials. The privatization of the primary healthcare protection has increased 
the expenditures, as well as the problems of Healthcare Center. For overcoming this 
situation the auditors proposed tripartite agreement between the Healthcare Center - 
Skopje, the concessionaires and the Health Insurance Fund of Macedonia that would 
clearly defi ne the interrelations. Thus, the funds payable to the Healthcare Center by the 
concessionaires would be reimbursed directly from the budget of the Health Insurance 
Fund. 
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With regard to the realization of Programme activities, the Ministry of Health allocates 
funds to PHIs and supervises the realization thereof based on submitted invoices and 
progress reports re Programme activities.
 
In case of absence of written criteria and established procedure for allocation of funds 
per programme, funds are approved as a total amount per Programme for all PHIs.
Hence there is no transparency in the allocation of funds to individual PHIs and there 
is no possibility for harmonizing the activities undertaken with the approved funds per 
Programme. As a result, the collection of receivables on these grounds from the Ministry 
of Health cannot be done in full.

Pertaining to the activity for treatment of insured people with diabetes who are on insulin 
therapy, it should be emphasized that the above mentioned activity is now under the 
jurisdiction of the University Clinic of Endocrinology, and the Healthcare Centre only 
delivers insulin to end users through the insulin pharmacies within the Healthcare Centre. 
There are no fi nancial records for stocks of insulin neither at the University clinic nor in 
the Healthcare Centre. The University Clinic has not made an inventory of insulin therapy 
in warehouses within the Healthcare Centre, while the Healthcare Centre has done only 
physical counting. Lack of records might lead to mistreatment of insulin.
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In 2011 SAO conducted audit on the fi nancial statements and compliance audit in culture 
related institutions in order to locate possible weaknesses in their operation and to point 
out the need for addressing and improving the identifi ed state of affairs.
For this purpose SAO conducted audit on the Ministry of Culture responsible for 
creating and implementing the culture policy, as well as audit on four national institutions 
established by the Government of the Republic of Macedonia and four public institutions 
established by the City of Skopje.

The analysis of results of conducted audits has revealed the following:

Ministry of Culture

In order to improve the conditions identifi ed with the audit, the Ministry of Culture should 
timely prepare a National Strategy for culture and establish measurable criteria for 
selection of projects included in the annual programme of the Ministry. Changes of the 
annual programme should be transparent and public and follow the same procedure for 
adoption of the programme. The Ministry should amend contract provisions for project 
fi nancing in order to include more precise purpose of the appropriations, which would 
strengthen the fi nancial control and discipline over funds spending.

Concerning identifi ed omissions in the realization of public procurement, the Ministry 
should set up criteria for selecting the 
most favorable economic operator 
that would ensure competition in the 
procedure and quality performance 
of contracted work, timely planning of 
all activities arising from the project 
documentation, timely initiation of 
procurement procedures under the Law 
on public procurement and consistent 
compliance with all requirements 
provided in the announcements for 
awarding contracts.
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Public and national institutions in the fi eld of culture  

SAO conducted audit on the public institutions “Koco Racin” and Youth Cultural Center 
(cultural centers) from Skopje, the Museum of the City of Skopje and the national 
institutions - Conservation Centre of Skopje, Ohrid Summer Festival, Nature and Science 
Museum of Macedonia, Macedonian Opera and Ballet, which operate in the area of 
protection, conservation and restoration of cultural heritage, culture mediation, museum 
and stage - musical activities. The following state of affairs was identifi ed:

» There are shortcomings in the organizational structure and internal controls and 
lack of procedures for defi ning and segregating duties and responsibilities of 
employees in terms of verifying the completeness and reliability of documentation 
for recording events, paying liabilities and collecting receivables. This situation is 
also a result of limited human resources;

» Not aligned internal regulations on the manner of organization and systematization 
of job positions (Rulebook on systematization and Collective agreement of the 
institution) as well as the calculation and payment of salaries and allowances in 
line with applicable laws and regulations;

» Dividends paid in fees for royalties without the prescribed criteria for selection and 
amount of remuneration.

» Fees for copyright work have been paid without prescribed criteria for selection 
and amount of fee. 

» Fees have been paid to persons continuously engaged by contract work and 
temporary employment due to insuffi cient number of employees, without prior 
consent from the Ministry of Culture and the Ministry of Finance. This enables 
subjective approach to selection decisions;

» The income from leases was paid on the account of self-generated revenue of the 
institutions, instead on the account of the Budget of RM as provided by the Law 
on use and disposal of items of state authorities.

» Revenue is generated from selling tickets, advertising material and supplies on 
consignment without debt entry and debt payment records of those who handle the 
materials and supplies. Inventory of assets and sources of assets on 31 December 
2010 is of poor quality, incomplete and contrary to the legal regulations. Properly 
and timely recording of receivables from leases that provides true picture of the 
planning of assets and their earmarked use and enables undertaking measures 
for regular collection is not introduced.

» The audit identifi ed unrealistic budgeting of self-generated income in Macedonian 
Opera and Ballet, and obligations created for realized expenditures that cannot be 
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fully covered. At the end of the year the obligations are transferred to the account 
of the Core Budget and the Ministry of Finance intervenes by adding funds if 
the agreed amount for program activities is surpassed. This kind of operation is 
contrary to the Budget Law, the Law on Execution of Budgets and the Law on 
Culture.

Regarding the implementation of the Law on Public Procurement the auditors identifi ed 
shortcomings in:

» Adoption and harmonization of the public procurement plan;

» Implementation of procedures for awarding public contracts;

» Following deadlines for submission of bids and sending notifi cations on selection 
of most favorable economic operators and for contracting;

» Expanding the range of procurement of goods and services not included in the 
contracts;

» Dividing contracts on several individual contracts with lower value;

» Signing annexes to the basic contracts for exceeding the agreed amount and 
scope of procurement;

» Actions by the committee for public procurement in the evaluation of tenders 
pursuant to the criteria, and

» Monitoring of the realization of contracts.

The auditors point out that the following has not been implemented:

» Decision of the Government of RM from 2000 for transferring ownership right 
of real estate property (cultural centers) from the Republic of Macedonia to the 
municipalities;

» Decision of the City of Skopje from 2004 for assuming founding rights of the 
institution; and

» Agreement from 2005 between the Government of RM and the City of Skopje for 
transferring immovables, equipment, employees and other work assets from the 
Republic of Macedonia to the City of Skopje.

» These acts are legal basis for registration of ownership right in the cadastre of real 
estate i.e. the cadastre of land (public book), registration of changes in the court 
register and in the Central Register. 
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Ministry of Transport and Communications

The State Audit Office conducted audit on several institutions in the area of 
economy, transport and communications. The audit on the Ministry of Transport 
and Communications identified weaknesses in: the completeness and accuracy of 
presented obligations due to lack of records for programme activities realized in 
2009, budgeted and paid in 2010; the recording of obligations in the amount of funds 
available at the time of payment, and not based on the total amount of accounting 
documents. SAO recommendation to the Ministry is to establish consistent accounting 
system in order to present comprehensive and updated status of obligations.

With reference to the application of the Law on Public Procurement, the auditors 
identified imprecise requirement for the technical i.e. professional capacity of the 
consultancy team for carrying out continuous and regular supervision of the manner of 
conducting concession activity. The contracting authority for this type of procurement 
should accurately define the minimum requirements for economic operators in order 
to qualify as technically and professionally capable and in proportion to the subject 
of the public contract.

SAO identified weaknesses in and exceeding of undertaken contractual obligations 
in relation to the time of delivery in the realization of the public contract. SAO 
recommends that the Ministry should ensure monitoring of the contracts regarding 
the deadline for delivery of the subject of procurement.

Systemic weaknesses  

In large number of contracts for selling construction land in 2010 the buyers did not 
respect the deadline for obtaining approval from the competent authorities for construction 
of the planned structure. The abovementioned can be used as grounds for unilateral 
termination of the contract by the Ministry. The prolonged deadlines for construction have 
brought into question the fulfi llment of policies and objectives of the sale of construction 
land in the fi rst place. During 2011 the Ministry has undertaken additional activities for 
providing building permits, except for cases with administrative barriers in the procedure 
for issuing permits.

In determining the initial price in procedures for selling construction land, the purpose of 
the sale is taken from the detailed urban plan of the municipalities and the City of Skopje. 
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Sometimes the purpose is not in line with the classifi cation of purposes prescribed 
by laws and bylaws. The Ministry and the municipalities (which have taken over the 
jurisdiction over this matter in 2011) must specify all factors that defi ne the initial price in 
the announcements for sale. 

 

PE Macedonian radio and television (MRT)

MRT has not set up complete system of internal controls for ensuring economy and 
transparency in public funds management related to recording events, purchasing 
programs and co-broadcasting programs. In this context, MRT managing bodies should 
adopt a written act on the manner and procedure for signing contracts for program activities, 
which would establish a mechanism for control and monitoring of the implementation and 
realization of program rights.

In 2010 MRT calculated the salary of its employees based on the Collective Agreement 
from 2006 and the Rulebook on organization and systematization from 2004, which 
have underwent more than ten amendments. The competent managing bodies of the 
enterprise should undertake concrete measures for developing and implementing new 
acts on organization and systematization of jobs in line with the new developments and 
needs of MRT, with the intention of proper organization and utilization of employees.

The audit identifi ed that the system for keeping the 
register of payers of the broadcasting fee i.e. the 
data generated from the system are not complete. 
This creates a risk of incomplete estimation of 
receivables and income from broadcasting tax. 
MRT estimates claims based on data on collected 
funds. In order to create an updated database, 
better collection and proper records MRT should 
establish cooperation with state authorities that 
have registries of physical and legal persons, as well 
as with the Public Revenue Offi ce which (starting 
from January 2011) calculates, determines and 
collects broadcasting fee. This recommendation 
also applies to the institutions that realize revenue 
from the broadcasting fee in line with the Law on 
Broadcasting, the Public Broadcasting Company 
and the Broadcasting Council.
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MRT generates income from radio and television advertisements. The price list for 
marketing services adopted in 2006 is not approved by the founder. Shortcomings were 
identifi ed in special offers as well as in other offers for major global broadcastings. These 
offers are not approved by the managing bodies and the billing did not state the time for 
advertising, length of advertising, the price per minute. In order to improve the system of 
internal controls it is necessary to adopt written procedures on the manner of delivering 
marketing services, selling media time, manner of signing contracts and manner of 
invoicing which would ensure transparency and legality of the procedure.

According to the Law on Broadcasting, certain MRT program services are fi nanced from 
the Budget and approved by the Parliament of the Republic of Macedonia. In March 
2010 the Parliament adopted six decisions for approval of MRT fi nancial plans for regular 
and investment activities within several program services. However, in 2010 the Budget 
has not transferred funds for this purpose. Funds from the Budget were transferred in the 
period from 2007 to 2010 based on the rehabilitation program for fi nancial insolvency, 
small and ineffi cient collection of broadcasting fee and insuffi cient income on other 
grounds, and for the purpose of endurance of the public broadcaster of the Republic 
of Macedonia. SAO recommends that the Parliament should undertake measures for 
overcoming this unfavorable situation and to ensure continuity in the operation of the 
public broadcaster.

PE Macedonian Broadcasting (MRD)

MRD has not adopted Pricelist for the fee for commercial broadcasting companies 
that use public electronic communication services in transmission and broadcasting of 
program services. The absence of such pricelist affects the amount of realized income 
of MRD, as well as the coverage of costs of regular operation. Therefore, it is necessary 
to draft and adopt a Pricelist with prior consent from the Government of the Republic of 
Macedonia.

MRD does not have control activities when calculating income from leasing premises. The 
procedure for signing contracts, particularly in the part for drafting minutes for installing 
equipment on site is not followed completely. We recommend complete adherence to 
the adopted written procedures by the persons responsible for calculation and payment 
of claims. Some users were not regularly and timely invoiced, although they were using 
the premises and had equipment installed on several locations, due to lack of signed 
contracts. Therefore it is necessary to ensure regular and continuous monitoring and 
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control of changes arising from changing or construction of new structures on the 
locations, as well as regulation of all changes in the contracts. 

PE MRD is not provided with funds for covering costs of broadcasting the Parliamentary 
Channel and other programs, for equipment maintenance and for fi nancing the 
transmission of the program for expatriates. This has a negative effect on the fi nancial 
operation of the enterprise as the expenditures are covered by the collected broadcasting 
fee. SAO recommends activities to be undertaken by the Government and the relevant 
ministries for providing funds for the transmission of program services for the Parliamentary 
channel and the channel for expatriates in line with the Law on establishing Macedonian 
radio broadcasting. These funds would cover the abovementioned expenditures and 
improve the fi nancial standing of the enterprise.

Macedonian Railways AD Transport

In 2007, the capital, assets, rights, obligations and employees of PE Macedonian 
Railways were divided in two legal entities, PE Macedonian Railways Infrastructure 
and Macedonian Railways Transport AD. After the division and assessment of capital 
value in Macedonian Railways Transport AD the auditors identifi ed shortcomings that 
were refl ected and had infl uence in the following years. The following weaknesses were 
identifi ed in conducting assessment and value appraisal: inventory has not been done 
i.e. the actual state of assets has not been determined as well as the age structure of 
locomotives, passenger and freight wagons and their technical characteristics which do 
not correspond to international standards for transporting goods and passengers; the age 
structure of supplies has not been determined, thus it remained at the same level after 
the basement; goodwill is recorded as a corrective measure for annulling the imbalance 
between funds and sources of funds and it deviates from the goodwill prescribed by the 
International Accounting Standards.
The audit conducted in 2010 found out that Macedonian Railways Transport AD has 
not fully established organizational structure and working procedures for ensuring the 
operation, monitoring and development of sound fi nancial management and control in 
all organizational units. In this regard we recommend establishing complete system of 
internal controls by adopting written procedures and actions at all levels of operation and 
creating conditions for their implementation.

Macedonian Railways Transport AD - Skopje does not keep records of written off fi xed 
assets for sale. Railway vehicles lose their value and usable wagon parts are vulnerable 
to theft. We recommend setting up a commission for determining the value of written off 
assets and proposing solution for their sale.
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In the implementation and realization of public procurement in Macedonian Railways 
Transport AD the auditors identifi ed conditions that point to inadequate compliance 
with the provisions of the Law on Public Procurement. In addition, in 2010 Macedonian 
Railways Transport AD made advance payments to the economic operator for providing 
the service maintenance of railway vehicles, in the amount 20% higher than the value of 
the contract. SAO gave recommendations for addressing the identifi ed inconsistencies 
in the implementation of public procurement procedures.

Macedonian Railways Transport AD has passenger wagons and electric locomotives 
purchased in 2000 and 2001 from Switzerland, with repayment period of 10 years. 
According to the agreements, the ownership of assets will be transferred to Macedonian 
Railways Transport AD provided the full amount is paid. As a result of the fi nancial 
diffi culties the main debt is not paid, although it is due. Consequently Macedonian 
Railways Transport AD - Skopje has not yet obtained ownership of the assets and it 
might even lose the ownership over the railway vehicles.

Because of the amount of due debt of Macedonian Railways Transport AD towards 
the state for paid obligations to foreign creditors and foreign railway enterprises until 
31.12.2010, we recommend the Government to review the situation of obligations paid 
on behalf of Macedonian Railways Transport AD - Skopje and take appropriate action. 
Given the amount of accumulated obligations and the possibility of deterioration of the 
solvency and liquidity of the Company, it is necessary for the competent authorities to 
undertake concrete measures and in cooperation with the Government to improve the 
operation of Macedonian Railways Transport AD.

Systemic weaknesses

Legal regulations prescribing conditions for safe, orderly and uninterrupted operation 
of rail traffi c, were amended in 2007 and 2010 i.e. two new laws were adopted - the 
Law on Railways adopted in April 2007 and the Law on railway system adopted in April 
2010. However, bylaws were not adopted 
in the specifi ed period and the laws cannot 
be fully applied. Therefore there is lack 
of objective conditions in the Republic of 
Macedonia compared to the European 
countries and standards.

According to the interim and fi nal provisions 
of the Law on Railways and the Law 
on railway system, the competent state 
authority should have adopted detailed 
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rules for more thorough regulation of these laws within six months from the date of their 
entry into force. The auditors identifi ed lack of Rulebook on the manner and procedure 
for technical inspection of railway vehicles and Rulebook on the manner and procedure 
for maintenance of freight wagons, which are of major importance for safe transport 
of passengers and commodities. Consequently, Macedonian Railways Transport AD 
- Skopje still uses adopted Rules 241 and 251 for technical maintenance of railway 
vehicles from 1983.

Railway Infrastructure

In 2010 Macedonian Railways Infrastructure has generated income from leasing 
immovables as well and the auditors identifi ed the following weaknesses: Macedonian 
Railways Infrastructure did not inform the Ministry of Finance - Property and Legal Affairs 
Offi ce on the leased structures; the lease is not done following a transparent process with 
public notice; the decisions for determining the initial rental price are not approved by 
the founder and the initial price is not in accordance with the methodology for assessing 
business premises owned by the Republic of Macedonia of the Public Enterprise for 
managing housing and commercial properties of the Republic of Macedonia; and lease 
contracts were signed directly without notifying the Government. In this regard we 
recommend Macedonian Railways Infrastructure to harmonize the initial prices in line 
with the methodology and to notify the competent state authorities.

In Macedonian Railways Infrastructure the auditors also identifi ed shortcomings in public 
procurement planning. The procurement plan for 2010 envisages implementation of 204 
procedures for public procurement of goods, services and works. During 2010 the basic 
plan has undergone 34 amendments and the number of procedures was increased to 232. 
In 2010 Macedonian Railways Infrastructure has carried out only 90 public procurement 
procedures, which is 37% realization of the plan. The low percentage of implementation 
of the plan indicates that the company failed to have proper assessment of needs for 
procurement in the current year, consistent with the available funding resources. We 
recommend that the company should evaluate the total procurement needs in the current 
year per types of goods, services and works based on identifi ed funding resources and 
avoid division of public contracts.

Macedonian Railways Infrastructure has presented receivables for certain advance 
payments for intangible and tangible investments that were not included in the inventory 
from 31.12.2010. The discrepancies in inventorying these receivables for a long period in 
the past, led to untimely collection; the assessment of the capital in December 2009 has 
written off these claims, thus reducing the capital of the company. The company should 
undertake measures for verifying the legal basis for existence of these claims and their 
collection.
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In the period from 1994 to 2004, activities were initiated, investment-technical 
documentation was prepared and construction work for Corridor VIII toward Bulgaria 
in the fi rst two sections Kumanovo - Beljakovce and Beljakovce - Kriva Palanka started 
using fi nds from the Budget of the Republic of Macedonia. To this end, contracts and 
annexes to the contracts were signed with fi ve construction companies. Due to budget 
funding cut in 2004, construction activities were stopped and existing contracts with 
construction companies were not realized, nor terminated. Advance payments were 
made in line with the signed contracts but services were not given. There are ongoing 
negotiations between the Government and Macedonian Railways Infrastructure and 
the fi ve construction companies for court termination of the contracts, because the 
Government is interested to continue the construction of the railway section of Corridor 
VIII.

In 2010 Macedonian Railways Infrastructure has presented obligations toward the 
Budget for loan agreements for a second project for facilitating trade and transport in 
South East Europe, project for reforms 
of the railways, and project for the 
transport sector. Due to its insolvency, 
Macedonian Railways Infrastructure 
was not able to service due debts for 
the principal and the interest within the 
specifi ed deadline; these obligations 
were paid by the Government on behalf 
of the company. Given that the company 
is state ownership, we point out the risk 
of servicing future obligations for due 
credits as well as for payment of tax 
liabilities.

Regulatory Bodies

In 2011 SAO conducted audit on the Securities and Exchange Commission and the 
Broadcasting Council. In both regulatory bodies the auditors found out that the right 
on salary, the contributions paid from employment and the rights of the President and 
the members after termination of offi ce are not set by law. Both regulatory bodies have 
regulated these rights with internal acts even though the president and the members 
are elected by the Parliament. The auditors recommended undertaking activities in 
cooperation with the relevant parliamentary bodies for regulating the issues in relation to 
gross salary and other allowances of the regulatory bodies’ members.



60

In this respect, the auditors point out that Article 9 of the Law on salary and other 
allowances of elected offi cials in Macedonia indicates that the funds for salaries of 
offi cials and senior offi cers are provided from the Budget. Considering that a number 
of offi cials and senior offi cials appointed by Parliament and Government have their own 
budgets and fi nancial plans that are not included in the Budget, it is necessary for the 
competent authorities to undertake activities for initiating and amending relevant laws 
governing this issue.

The auditors fi nd it necessary to emphasize that regulatory bodies in the Republic of 
Macedonia have different fi nancial reporting framework i.e. method of keeping accounting 
records. Therefore there is a need for regulating this issue with a law.

Broadcasting Council

The auditors identifi ed that the Broadcasting Council has audiovisual materials and 
phonogram archives fi nanced by broadcasting fee funds as projects of public interest and 
signifi cant cultural heritage of Macedonia. However, these materials were not handed 
over to the national institutions for protection of cultural heritage, thereby increasing 
the risk of damage, destruction or illegal appropriation. In this regard we recommend 
undertaking activities for relocating the entire production in the national institutions.

For the projects of public interest fi nanced by funds from the collection of broadcasting 
fee and in line with the old Law on Broadcasting, there are no complete and accurate 
records. Payments of funds for projects are made without established procedure, the 
users are not required to return funds for incomplete projects and deadlines are not set 
for using funds approved with Decisions in line with the announcements in 2005 and 
2006.
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In the frames of the audit in the Ministry of Agriculture, Forestry and Water Economy the 
auditors identifi ed several weaknesses, and we emphasize the following: unrecorded 
receivables and illegal income based on expanded reproduction of forests; shortcomings 
in the manner and procedure of payment of fees for leasing agricultural land; and also in 
planning and implementation of programs for:

» expanded reproduction, development and promotion of hunting,

» use of funds for healthcare of animals,

» use of funds for veterinary public health, and

» fi nancial support of agriculture.

There are also weaknesses in terms of not established internal controls or insuffi cient 
coverage of risks with the internal control processes.

The Ministry should take actions for ensuring payment of funds for expanded reproduction 
to the relevant accounts of the Budget of the Republic of Macedonia, compliance with 
prescribed conditions and criteria provided in the programs, and covering risks with the 
internal control processes.

Regarding forestry, the audit on PE „Macedonian Forests“, on the compliance of fi nancial 
transactions with the relevant legislation, guidelines and established policies, identifi ed 
the following weaknesses:

» Lack of a general plan for forest management; specifi c plans for 23 forest economy 
units not fully developed and adopted due to shortcomings in the processes for 
drafting and adopting plans;

» On one hand, PE „Macedonian Forests“ has outstanding receivables from the 
Ministry of Agriculture, Forestry and Water Economy for the activity „Day of the 
Tree - Plant Your Future“, while on the other it has outstanding obligations to the 
state for the extended reproduction;

» Engagement of persons through the Agency for temporary employment for 
already systemized job positions and tasks for realization of the main activity of 
PE „Macedonian Forests“;

» Adoption of bylaws/rulebooks that complicate the operation processes in the 
enterprise.
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The lengthy and complex tender procedure 
for logging, supply and transport of wood 
assortments is a systemic shortcoming 
and slows the production process of the 
company on top of the weather conditions 
which greatly affect the production 
process as well. 

It is important to highlight the expenditures 
for maintenance of the car park, because 
it makes a signifi cant percentage of the 
total costs of the company and affects the 
fi nancial statements. The car park, especially the mechanization, due to its average 
age of over 25 years and frequent defects, complicates the manufacturing process and 
obstructs the realization of production and fi nancial plans, as well as it increases the 
expenditures for regular maintenance and for construction, reconstruction and clearing 
of roads.

Pastures management is under the authority of the Public Enterprise for Pastures 
Management.

The following weaknesses were identifi ed in this fi eld: 

State public capital is not fairly presented in the fi nancial statements and closing balance 
sheet is not prepared as a basis for PE Pastures Management to assume the rights, 
obligations, assets and other property of self-governing interest communities.

Competent authorities for managing the enterprise have not adopted a risk management 
strategy, there is no internal control system for the payment process and no regular and 
complete control over the use of pastures.

In relation to the capital assets, there is incorrect presentation of the correction of value, 
the fair value of the land is not estimated, and there is no inventory of structures (mountain 
pastures, livestock water facility etc.).



63

PE Pastures Management does not have signed contracts with some pasture users, 
invoicing of revenue is incomplete, the amount of calculated fee is not supported by 
documents for the size of livestock, and the records of receivables of branch offi ces is 
incomplete and inconsistent.

Competent authorities for managing the enterprise should also take actions to ensure 
setting the equity and preparing closing balance sheet for PE Pastures Management 
to assume rights, obligations, assets and other property of self-governing interest 
communities. In addition, risk management strategy should be adopted, internal control 
system for the payment process should be established, and supervision and control 
over the use of pastures should be implemented. It is also necessary to sign contracts 
with pasture users, as well as to check the livestock in cooperation with the Ministry of 
Agriculture, Forestry and Water Supply and the Food and Veterinary Agency.

In 2011 SAO conducted fi nancial audit on 2010 fi nancial statements and compliance 
audit on nine local self-government units (LSGU) and three local public enterprises. Two 
local self-government units were audited for the fi rst time. 

In most audited LSGU the auditors identifi ed weaknesses related to absence of established 
internal controls or insuffi cient coverage of risks with internal control processes.

Concerning the process of budgeting, there are signifi cant deviations between planned 
and executed revenues/expenditures in the budgets despite the rebalances. The 
budgeting which does not observe historical data and real capacity of the municipalities 
violates the principle of good governance.

Due to the fact that some municipalities had their accounts blocked in 2010, part of 
the transactions were done with compensation, cessions and assignations and are not 
processed through the payment operations of the treasury system.

Audited LSGU do not have updated taxpayers’ database (mostly for property tax of 
physical entities) or the update is in progress.
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As for the revenue from utility tax there are problems in the implementation of certain 
utility fees i.e. tariff numbers which affect the amount of revenue made on this basis 
(utility tax fee for music, use of roads, parking, etc.). These issues were outlined in detail 
in SAO 2010 annual report, but no measures were undertaken thereof.

One type of revenue of LSGU budgets which is divided in the proportion 80% and 20% 
with the Budget of the Republic of Macedonia is the temporary residence fee. The 
collection of this revenue in most audited municipalities is not satisfactory even though 
some of the audited municipalities are tourist centers in Macedonia. When collecting this 
revenue, municipalities face numerous problems. In order to increase the effi ciency in 
collection, municipalities should consider legal options and intensify the supervision over 
the collection of fee in cooperation with the State Market Inspectorate.

In some audited LSGU the auditors identifi ed deviation from the provisions of the Law 
on Civil Servants in relation to rewarding civil servants, and the Law on agencies for 
temporary employment in terms of transparency and legality of employment.

Some audited LSGU use funds from current reserves for covering expenditures that 
could have been planned in the preparation of the budget. The auditors recommend 
using funds from current reserves only for contingencies which are not planned in the 
budget or when appropriations are not suffi cient.

In audited LSGU auditors identifi ed characteristic occurrence of payment of funds to 
individuals, organizations and associations without defi ned criteria and objectives, 
and without transparent procedure. Municipalities do not publish on their web site the 
organizations that received funds and the purpose for which the funds were allocated.
Small number of audited LSGU despite having received real estate property pursuant to 
a Decision for transfer of title of real estate property from the Republic of Macedonia to 
the municipality based on the division balance sheet in 2000, they still have not recorded 
and documented the real estate in the business books.

We can openly point out that only a small number of LSGU do not comply with legal 
provisions for public procurement from a formal aspect. Therefore, the audit focus is 
directed toward achieving the objectives of the Law on public procurement, obtaining 
lower prices and better quality i.e. greater value for the same amount. 
 
The most common problem that occurs in public procurement in municipalities is the 
application of most favorable economic operator as a criterion for awarding public contract 
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without explanation in the tender documentation as to the evaluation and application of 
the elements of the specifi ed criterion.

Public enterprises at local level

In 2011 SAO audited three local public enterprises and two of these were audited for the fi rst 
time.

The common weakness identifi ed in the audited enterprises was untimely or pending adoption 
of the annual fi nancial plan for the current year.

The annual inventory is incomplete i.e. there is no data on the state of affairs according to the 
accounting records and any differences between the actual and the accounting circumstances, 
which creates a risk of unrealistic presentation of assets and sources of assets in the fi nancial 
statements.

The most common weakness identifi ed with the audits on the municipalities and local public 
enterprises founded by the municipalities, is inadequately regulated relations between the 
two, which affects the accuracy of expenditures and fi nancial statements.  
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Systemic weaknesses

This year again we highlight the systemic weaknesses that we hope will have due 
consideration by the relevant institutions in order to improve the situation. These 
systemic weaknesses are in relation to the collision of the Law on Financing Local Self 
Government Units and the Budget Law, as well as weakness in the Law on Concessions 
and other types of public private partnership.

The Law on Financing Local Self Government Units prescribes that permanent and 
current reserve may not exceed 3% of the total projected funds in the core budget of the 
municipality, while the Budget Law stipulates that permanent and current budget reserve 
may not exceed 3% of the total current expenditures of the Core Budget. The collision 
between these two regulations creates certain dilemmas in their implementation. In order 
to overcome this situation and taking into consideration this discrepancy, we propose that 
the legislator should make changes regarding different defi nition of the same condition 
in both laws.

Municipalities in the Republic of Macedonia generate revenue from concessions, which in 
line with the legislation are granted by the competent body for the particular concession. 
The same competent body is also responsible for selection of the concessionaire and 
prescribes conditions for using mineral resources.

Municipalities are not involved in the procedure for granting concessions, and the 
relevant ministry does not have information on the number of concessions granted, the 
period of their duration, and the income realized on that basis. With the existing Law 
on concessions and other types of public private partnership municipalities have no 
competences in this area; they cannot conduct inspection over the concessionaires, nor 
can take measures for collection of the agreed fee.
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In accordance with 2011 Annual program SAO conducted seven performance audits 
covering 76 auditees.

The performance audits involved assessment focused on the quality and quantity of 
public assets and services in areas where signifi cant fi nancial risks were identifi ed and 
where opportunities for social and system improvements exist. Indicators were developed 
and the audit gave added value to the selected activities.

1. Effectiveness of Judiciary in Solving Cases

Based on the performance audit conducted in auditees from the judicial system on the 
subject “Effi ciency of the judiciary in resolving cases,” auditors found out that judicial 
reforms have achieved numerous benefi ts related to reducing backlog of old cases 
and increasing diligence in solving new cases. This is due to the implementation and 
application of the automated court case management information system (ACCMIS), 
introduction of orientation number of cases that a judge needs to solve in one month, 
continuous professional training of judges and harmonization of laws relating to the 
judiciary in line with EU laws. For further development of the judiciary, a project will be 
realized in the upcoming period whose main goal is fi nding a methodology for determining 
the cost of a court case, introduction of sound recording and electronic delivery.

Despite many achievements, there are certain areas that require additional activities 
concerning:

» adoption of a law or bylaw that would clearly defi ne criteria for objective selection 
of registered jurors, expert witnesses and interpreters;

» orderly and timely delivery of documents to and from court; 

» adequate availability, application and impact of judicial practice and the instrument 
“mediation” in solving court cases.
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2. Higher Education Funding of Public Universities

In 2011 SAO conducted performance audit entitled “Higher education funding of public 
universities”. The audit objective was to obtain an answer to the following question:

„Is the manner of public universities’ funding prescribed in laws and bylaws aimed at 
fulfi llment of the needs of public universities and their end users – the students?”

The auditors found out that necessary bylaws have not been adopted as prescribed by the 
Law on Higher Education from 2008 (program for higher education, regulation for standards 
and criteria for funding activities of higher education institutions, standards and criteria for 
co-fi nancing studies of public higher education institutions, fees and other duties of students) 
which are important for regulating higher education funding. The main reason for the absence 
of these bylaws is the absence of the Higher Education Funding Council as an independent 
professional body to give opinion or to propose the abovementioned acts to the Government 
i.e. the Parliament.

Consequently there are no real conditions for determining objectives, directions for 
development, resources and amount of funds necessary for fi nancing public needs and 
development activities of public higher education institutions, projection of required profi les, 
number of academic and scientifi c staff, premises and equipment and other requirements 
for education development. In addition there is no common approach to fi nancing and 
determining the lowest cost per registered and graduated student. The Accreditation Board 
performs accreditation of study programs without the opinion of the Council for the need and 
possibility for funding of such study program, and by applying criteria laid down in its own 
regulations regarding conditions for opening new study programs.

Weaknesses have been identifi ed in the implementation of laws and bylaws concerning the 
amount and manner of use of funds acquired from participation and co-fi nancing costs of 
studying. The regulations prescribe 40% of these funds to be used by the public university 
or public higher education institution for legally set purposes. The fi nancial departments in 
some universities have partially harmonized operation, and the internal organization of the 
integrated service (which should perform technical and administrative work of a university) 
is not fully regulated under the statutory defi nitions, and affects the effi ciency of operations.
In order to improve the current state of affairs, the auditors gave recommendations that need 
to be implemented by competent institutions: 
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The Government and the Ministry of Education and Science need to meet their obligations for 
creation of a Council for development and funding as the main prerequisite for creating real 
opportunity for harmonizing fi nancial operations of higher education institutions;

The Ministry of Education and Science and the public universities should develop internal 
control system for monitoring earmarked use of funds acquired from participation and co-
fi nancing for fundamental and applied research, modernization of scientifi c and research 
infrastructure, training and development of staff, as well as for investments and investment 
maintenance;

Public universities, until the formation of the Council should apply the Pricelist for the type and 
amount of services from 2004 and should undertake measures for harmonizing the Pricelist 
with the services prescribed by the Rulebook on uniformed credit transfer system;

Competent institutions should fi nd appropriate technical solution for fi nancial departments of 
public universities in order to provide better effi ciency of fi nancial operations.

3. Child Adoption

The opportunity for improving the process of child adoption is a very important segment 
and one of the forms of social protection of children. The audit took into consideration the 
implication of identifi ed risks and risk areas that were further analyzed: legal framework 
and criteria for selection of adoptive parent electronically, organizational structure and 
operation of the institutions involved in the system for child adoption, state preventive 
measures for support and preventing abandonment of children.

The adoption process has showed weaknesses in the legal framework and organizational 
structure, as well as in the operation of the institutions involved in the system. Namely, 
the implementation of provisions of the Rulebook on detailed criteria and method of 
selection of adoptive parent by electronic means in practice showed many shortcomings 
in the organization and operation of the system and does not always provide optimal 
choice of adoptive parent. Although the selection of prospective adoptive parent in the 
Rulebook gives priority to the psychosocial status, there is absence of sub-criteria for 
evaluating and rating of the same, thus creating a situation where most of the prospective 
adoptive parents get the maximum points under this criterion, while the decisive factor 
for choosing the adoptive parent are material and housing conditions. In addition, the 
process of child adoption is time-consuming and the children remain in the institution for 
a long time.
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This is an issue in the Home for infants and toddlers in Bitola where there is insuffi cient 
number of qualifi ed personnel. The problem does not allow developing the concept of 
individual relations which is essential for rapid and orderly child development. There 
is a confl ict of interest and high risk for true and objective operation of the system for 
adoption because some members of the Commission for adoption appointed by the 
Minister of Labor and Social Affairs are professionals working in the Centers for social 
work on the same issue.

In order to improve the situation and reduce the trend of increasing number of foster 
children, analyses were made on the preventive measures and activities undertaken by 
the state to reduce the trend of relinquishing parental rights. It was concluded that particular 
attention should be paid on early detection of unlawful and underage pregnancy as the 
biggest factors for abandoning children and measures to be undertaken for prevention of 
child abandonment by their biological parents through an educational process.

4. Public hygiene, assessment of risks and possibilities for 
    improvement at local and central level, environment protection 

The purpose of the audit was to evaluate the operational setup of the central and local 
government in implementing responsibilities pertaining to public hygiene and answer the 
question: 

„Does the Republic of Macedonia provide conditions for improvement of public 
hygiene in order to offer healthy and clean environment?”

The auditors found out that the jurisdiction of public utilities is not integrated - public 
utilities including public hygiene are responsibility of the Ministry of Transport and 
Communications while waste 
management, including some 
public utilities’ activities, is under 
the jurisdiction of the Ministry of 
Environment and Physical Planning. 
Competences resulting from the 
application of the Law on public 
utilities - to have two different state 
bodies and two different inspection 
services within the same municipality 
- create a risk of ineffective 
implementation of laws relating to 
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public utilities, uncoordinated actions of state bodies and services within the municipality.
The local government did not adopt some necessary regulations, there is no initiative on 
this matter by the mayors and the relevant legislation does not prescribe for liability of 
local government if it does not adopt the abovementioned regulations.

The legislation lacks provisions on the rights, duties and authority of municipal wardens 
which makes their engagement ineffi cient.

In Macedonia there are municipalities that have not adopted regulations i.e.  Decision 
on public hygiene and public hygiene programme, thus programme realization is not 
realized identically in line with the Law on public hygiene.

Divided competence for public utilities as prescribed by legal regulations, between the 
City of Skopje and its municipalities is diffi cult to implement in practice and there is a 
risk of different quality of public utilities in different municipalities at the territory of the 
City of Skopje. This is also the reason for not adopting acts assumed by the Law on 
Public Hygiene in the City of Skopje. In addition the fee for public hygiene on the territory 
of the City of Skopje has not been determined, thus there are no stable resources for 
fi nancing public hygiene. The auditors identifi ed weaknesses in determining sources of 
funding for public hygiene activities and the need for setting fee for public hygiene in 
some municipalities. The value of the fee will be determined in line with the methodology 
for determining public hygiene fee. It was concluded that public utilities enterprises are 
facing fi nancial, technical and other problems in their operation due to outdated machinery 
and lack of staff which directly affects the performance and the implementation of the 
program for public hygiene.

Auditors identifi ed systemic weakness in insuffi cient defi nition of certain legal solutions 
of the municipalities in Skopje. Thus the possibility for founding public enterprises by the 
City of Skopje is differently interpreted by the municipalities and the City of Skopje. In 
order to improve public hygiene and contribute to a healthy and clean environment, the 
auditors gave the following recommendations to be addressed by the central and local 
government:

» For effective implementation of laws, coordinated actions by the state administration 
in the fi eld of public utilities, and harmonization with the EU Acquis, the Law on 
organization and operation of state administration bodies should be amended;

» Legal regulations on public utilities should stipulate accountability measures for 
municipal bodies for noncompliance with the law and for not enacting regulations;

» Measures should be undertaken for further clarifi cation of the rights, duties and 
authority of communal wardens in order to increase the effectiveness of their 
operation;
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» Municipal bodies should ensure stable sources for public hygiene funding;

» The provisions of the Law on the City of Skopje concerning competence of 
municipalities should be revised for the purpose of coordinated operation of the 
City of Skopje;

» Bylaws/methodology should be adopted for defi ning criteria for true and fair 
determining of the cost of public hygiene service;

» Local self-government in cooperation with the central government should fi nd 
means and ways for more effi cient operation of the public utilities companies;

» Law on public hygiene should prescribe provisions on preventive measures.

5. Management of confi scated property, property gains and confi scated 
    goods in the Republic of Macedonia

Performance audit was conducted on the Agency for managing confi scated property for 
assessing the state of affairs concerning confi scated property, property gains and confi scated 
goods in Macedonia, the established coordination between the Agency and the other 
participants in the management of confi scated property, national regulation, human resources 
and fi nancial resources for achieving the objectives of the management of confi scated 
property, property gains and confi scated goods, as well as other outstanding issues that 
occurred in the course of the audit.

The following recommendations are in relation to undertaking measures and activities in 
areas that need strengthening:

» Development and adoption of a basic and consecutive strategic document for defi ning 
guidelines and activities to be undertaken by the Agency and relevant institutions in 
Macedonia in the upcoming period;

» Adoption of amendments to the existing law for detailed and precise regulation of 
this issue and taking action for completing and specifying bylaws where needed, 
as well as amendments to the provisions of other laws and bylaws governing the 
abovementioned area;

» Reviewing the need for regional organizational structure of the Agency for more 
effective operation;

» Improvement of human resources management as a prerequisite for uninterrupted 
operation, professional training of employees, which will develop and maintain 
professional knowledge for practical application of the concept for managing 
confi scated property, property gains and confi scated goods;
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» Continuous and direct cooperation with competent institutions involved in the process 
of reporting and submitting necessary documents for confi scated property;

» Intensifi cation of activities for obtaining additional storage space, i.e. creating 
conditions for taking over the entire confi scated property and storing it in warehouse 
capacities of the Agency;

» Solving the problem concerning evaluation of confi scated property/goods, which 
affects the entire process of management of confi scated property, property gains and 
confi scated goods and is of high importance to the Agency;

» Complete and detailed inventory for determining completeness of confi scated property 
for the purpose of institutional strengthening of the Agency.

6. Safety aspects and conditions of stay in penitentiary and correctional
    facilities in the Republic of Macedonia 

SAO conducted performance audit to evaluate 
identifi ed risks and opportunities for improvement 
of prison conditions i.e. conditions of stay in the 
institutions as regulated by appropriate legislation. 
Therefore the audit focused on disclosed risks and 
risk areas concerning laws and bylaws, strategic 
documents, prison conditions’ irregularities and 
problems that are refl ected further in fi nancing, 
human resources weaknesses in internal acts, 
as well as the main activity of the institutions for 
re-socialization and social adaptation of convicts, 
and other open issues that occurred during the audit. 

The audit was conducted to give an answer to the following question:

„Does harmonization of national legislation with international standards and the reform 
of the prison system have effect on the improvement of conditions in prisons and youth 
offender institutions in the Republic of Macedonia?“

Activities for improvement of prison conditions are largely infl uenced and dependent on 
the creation, establishment and execution of several components and conditions which 
mutually contribute to the improvement. The auditors identifi ed that improving quality of 
prison conditions does not depend on and cannot be achieved solely by harmonization 
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of national legislation with international standards and introduction of reforms in the 
prison system. The auditors discovered several areas with shortcomings that require 
undertaking measures by competent authorities for complete creation of a prison system. 
The absence or incomplete operation of these conditions, the harmonization of national 
legislation with international standards and the reform of the prison system would provide 
improvements for the inmates in terms of new or renovated facilities – prisons, as well 
as new laws on the institutions for stay of persons in custody and persons serving prison 
sentence, but in surroundings that carry risks. The auditors identifi ed several irregularities, 
noncompliance, unlawfulness and risks, but also something encouraging in relation to 
the activities undertaken by the Directorate for execution of sanctions in several audited 
areas, and the effects thereof are expected in the upcoming period.

For the purpose of improving the identifi ed state of affairs, auditors defi ned 
recommendations in terms of concrete actions to be undertaken by all stakeholders 
involved. These recommendations are the added value of the audit and relate to: the 
Ministry of Justice and its competence, the Directorate for execution of sanctions, as well 
as the responsible persons in the relevant institutions in Macedonia. The recommendations 
are given for areas which require transformation and strengthening including: annual 
analysis of the actual circumstances in the Directorate and the institutions to be used as 
a basis for preparing Strategic Plan of the Directorate to ensure consistency between the 
strategic objectives and the actual needs of the institutions; activities for harmonization 
of laws and bylaws and decisions pertaining to the safety aspect – prisoner escorting; 
uniform written procedures for the institutions in relation to covering costs for escorting 
of convicted and detained persons; staffi ng and segregation of duties of employees; 
improvement of spatial capacities for accommodating inmates and implementation of 
ongoing investment activities of the Directorate with consistent application of standards 
that ensure humane and decent living and working conditions for this category of persons; 
developing clear, precise, quality funding criteria for selection of capital investments; 
criteria that will determine the fee for engagement of inmates inside and outside of the 
institutions; fi nding a suitable and acceptable model and method of transformation of 
economic units, suffi cient professional staff and adequate system trainings in the sectors 
for re-socialization; creation of a single observation center for reception within the current 
accommodation facilities; separation of inmates; strengthening institutional cooperation 
between the institutions and the centers for social work etc.
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7. Effectiveness of establishing and collecting municipalities’ 
    self-generated revenues in twelve local self government units 

According to the legal regulations Local Self Government Units (LSGU) have responsibility to 
determine and collect self-generated revenue (local taxes, fees and charges). The amount of 
self-generated revenue depends on the effi ciency of the municipal administration and SAO 
conducted performance audit on that aspect entitled „Effi ciency of establishing and collecting 
self-generated revenue in twelve LSGU.“ These LSGU were audited for the fi rst time and most 
of them belong to the group of rural municipalities. Republic of Macedonia has single level 
local government, and urban and rural local governments have the same responsibilities.

Taking into consideration the situation in the audited municipalities, the auditors gave the 
following recommendations for advancement and improvement thereof:
Mayors of Municipalities should provide for the following:

» Update data in the register of real estate property for natural and legal persons with 
new value of the property in accordance with the methodology for determining market 
value of real estate;

» Update data on the number of taxpayers of public utilities tax for companies, in line 
with data in the Central Register;

» Review possibilities for collecting revenue from other types of public utilities fees in 
line with the law;

» Harmonize internal legislation with the Rulebook on arrangement of public utilities 
infrastructure on construction land and method for determining the amount of  costs 
thereof;

» When fee for arranging construction land is paid in installments, the municipality 
should be provided with a bank guarantee or mortgage;

» Leasing real estate in municipality ownership should be in  compliance with legal 
regulations pertaining to the implementation of the procedure for public bidding;

» Fair and objective planning of revenues of municipal budget;

» Arrange processes for administration of local taxes, fees and charges with written 
procedures;

» Practical operation of contracts for inter municipal cooperation; 
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» Proper and complete application of purchased software applications for tax and 
fi nancial accounting to ensure accuracy and completeness of data, to facilitate the 
process  and to reduce the risk of errors;

» Submit data on the state of registers managed by the municipality to the Public Revenue 
Offi ce - General Directorate and the Central Register of Republic of Macedonia no 
later than 31 December each year.

Through the joint initiative with the Association of LSGU (ZELS), municipality mayors should 
provide for the following:

» Compliance with the provisions of the Memorandum signed between ZELS and EVN 
Macedonia AD Skopje;

» Cooperation with legal entities for vehicle registration in terms of timely and accurate 
transfer of income from fee for using roads, which is paid with the registration of 
vehicles;

» Evaluation of the fi scal capacity of rural communities in order to assess whether 
their self-generated revenue prescribed by the legislation is suffi cient for successful 
performance of delegated responsibilities with the fi scal decentralization.
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In 2011 the State Audit Offi ce had an active international cooperation with other SAIs and 
international organizations and institutions intended for exchanging information and acquiring 
new experience in the fi eld of public sector audit. SAO strengthened its membership in 
INTOSAI1  and EUROSAI2 , by being included in the work of three new working groups and 
bodies, the goals of which are related to the implementation of EUROSAI Strategic Plan 
2011-2017 adopted at the VIII Congress of EUROSAI in 2011 in Lisbon, and promotion of 
ethics and integrity among SAIs and public administration institutions. Since 2005 SAO is 
an active member of the Network of EU candidate and potential candidate countries and 
the European Court of Auditors in Luxembourg. The cooperation within the Network was 
intensifi ed following the meeting of the Heads of SAIs of the Network in March 2011 in 
Istanbul, and the adoption of the Istanbul Agreement as well as the Framework Action Plan 
2011-2012. The candidate status of Macedonia from 2006 onwards has granted SAO regular 
participation at the meetings of the Contact Committee of the Heads of EU SAIs and ECA as 
an active observer. 

1 Since 2001
2 Since 2002
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Activities in the frames of EUROSAI and INTOSAI 

The State Audit Offi ce is a member of EUROSAI working groups on Environmental Audit 
(since 2002) and IT (since 2005). At the invitation of the SAI of Portugal in 2011 the SAO 
joined the work of the newly formed special group of EUROSAI for audit and integrity 
aimed at promoting ethics and integrity among SAIs and public sector/administration 
institutions.

In March 2011 SAO delegation headed by the Auditor General participated in the III 
EUROSAI - ARABOSAI Conference in Abu Dhabi. The conference themes were 
„Principles of transparency, accountability and fi ght against fraud and corruption“ and 
„Good practices in fi nancial control and audit“.

In June 2011 SAO delegation participated in 
the VIII EUROSAI Congress held in Lisbon, 
Portugal. Main topics of the meeting were 
„Challenges, demands and responsibilities 
of public managers today and the role of 
SAIs“ and „The Audit of the independent 
regulatory agencies by SAIs“. The fi rst 
EUROSAI Strategic Plan (2011-2017) was 
adopted at the Congress in Lisbon. For the 
realization of the Strategy objectives, four 
working teams were formed and SAO has 
representatives involved in the work of: 
Team 1 - Capacity Building and Team 2 - 
Professional Standards.

At the invitation of INTOSAI Development Initiative (IDI) and EUROSAI, in 2009 SAO was 
included in two international projects: audit of public debt management and cooperative 
audit on programs for increasing employment of disabled in the public sector, for the 
purpose of strengthening audit capacities and improving professional skills of SAO staff. 
The fi nal activities of these two projects were conducted in Lusaka, Zambia, in March 
2011, where participants presented the results of the pilot audits on public debt, and in 
Warsaw, Poland in April 2011, where a joint report on the results of the cooperative audit 
was adopted. The report was formally promoted at the Congress of EUROSAI in June 
2011 in Lisbon.

On 22 December 2011, the 66th General Assembly of the United Nations adopted 
Resolution A/66/209, which gives highest recognition of the principles of independence 
of Supreme Audit Institutions. This resolution aims to inform the legislative and executive 
government, the public, the citizens and the media on the value and benefi ts of 
safeguarding independence of Supreme Audit Institutions, their role and importance, in 
line with the Declarations of Lima and Mexico.
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Promoting the effi ciency, accountability, effectiveness and transparency of public 
administration by strengthening Supreme Audit Institutions

The General Assembly,

Recalling Economic and Social Council Resolution 2011/2 of 26 April 2011,

Recalling also its Resolutions 59/55 of 2 December 2004 and 60/34 of 30 November 2005 and its 
previous Resolutions on public administration and development,

Recalling further the United Nations Millennium Declaration,

Emphasizing the need to improve the effi ciency, accountability, effectiveness and transparency of 
public administration,

Emphasizing also that effi cient, accountable, effective and transparent public administration has a 
key role to play in the implementation of the internationally agreed development goals, including the 
Millennium Development Goals,

Stressing the need for capacity-building as a tool to promote development and welcoming the 
cooperation of the International Organization of Supreme Audit Institutions with the United Nations 
in this regard,

1. Recognizes that Supreme Audit Institutions can accomplish their tasks objectively and effectively 
only if they are independent of the audited entity and are protected against outside infl uence;

2. Also recognizes the important role of Supreme Audit Institutions in promoting the effi ciency, 
accountability, effectiveness and transparency of public administration, which is conducive to the 
achievement of national development objectives and priorities as well as the internationally agreed 
development goals, including the Millennium Development Goals;

3. Takes note with appreciation of the work of the International Organization of Supreme Audit 
Institutions in promoting greater effi ciency, accountability, effectiveness, transparency and effi cient 
and effective receipt and use of public resources for the benefi t of citizens;

4. Also takes note with appreciation of the Lima Declaration of Guidelines on Auditing Precepts 
of 1977 and the Mexico Declaration on Supreme Audit Institutions Independence of 2007, and 
encourages Member States to apply, in a manner consistent with their national institutional structures, 
the principles set out in those Declarations;

5. Encourages Member States and relevant United Nations institutions to continue and to intensify 
their cooperation, including in capacity-building, with the International Organization of Supreme Audit 
Institutions in order to promote good governance by ensuring effi ciency, accountability, effectiveness 
and transparency through strengthened Supreme Audit Institutions.
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Network of SAIs of EU Candidate and Potential Candidate Countries and 
the European Court of Auditors (Presidents’ Network)

An important event in 2011 was the meeting of Presidents’ Network in Istanbul, Turkey from 
7 to 9 March. SAO made an important contribution in the preparation of the meeting, as a 
host of the previous meeting held in Skopje in June 2007, together with the new host SAI of 
Turkey and the European Court of Auditors. The meeting was supported by representatives 
of SIGMA and JWGAA and other EU SAIs. Two important documents were adopted: the 
Istanbul Agreement and the Outline Work Plan of Activities of the Presidents’ Network in 
2011 and 2012, which is an Annex to the Agreement. The following important activities 
are included in the Annex: workshop on the audit of budgetary accounts and consolidated 
fi nancial statements, seminar on achieving audit quality and conference on the importance of 
enhancing constructive relations between SAIs and parliaments, as well as other bodies of 
the public administration.

SAO representative participated at the regular meeting of liaison offi cers in Sofi a in May 
2011. The focus of the meeting was the realization of activities of the adopted Outline Work 
Plan and establishing preparatory working groups responsible for preparation, realization and 
timeframe of the activities.  

The cooperation with the European Court of Auditors in Luxembourg continues with the 
internship program for SAIs of EU candidate countries: Croatia, Macedonia, Turkey, 
Montenegro and Island. By the end of 2011 nine auditors of the State Audit Offi ce had 
completed the fi ve-month program.   

Bilateral and Regional Cooperation  

As a continuation of the activities of MATRA project ended in December 2010, in February 2011 
SAO realized a study visit to Slovenia. The delegation was comprised of SAO representatives 
and members of the Finances and Budget Committee of the Parliament. The purpose of the 
visit organized by OECD / SIGMA was to exchange experience on the cooperation of the 
relevant institutions in the Republic of Slovenia and to fi nd a solution to enhance cooperation 
between SAO and the Parliament in the Republic of Macedonia.
 
At the invitation of the SAI of the Netherlands in September 2011 two SAO representatives 
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participated in the training for IntoSAINT3  moderators in The Hague in order to adopt and 
promote IntoSAINT tool for evaluating and improving SAI integrity.

SAO delegation participated in the regional conference of SAIs held in Belgrade in September 
2011. The conference was attended by SAIs from all former Yugoslav republics where 
experience on important issues of institutional development and professional cooperation of 
SAI was exchanged. Central place was given to issues related to: audit on fi nancial statements 
and forming audit opinion, relationship between SAIs and Parliaments, audit quality control, 
audit of political parties and partaking in international performance audits.

In 2011 SAO representatives participated in international workshops and seminars in relation 
to audit reporting and follow up of audit recommendations, as well as the role of SAIs in the 
fi ght against fraud and corruption.

Cooperation with SIGMA and the European Commission

The cooperation with SIGMA and the European Commission proceeds in the frames 
of the annual assessment missions for fi nancial control in the Republic of Macedonia. 
In addition SIGMA organized several events including the study visit in Slovenia, the 
Istanbul Meeting and the workshop on audit of budgetary accounts and consolidated 
fi nancial statements in Belgrade. This cooperation has a positive effect on the process 
for further development of the State Audit Offi ce as a competent institution for external 
audit in line with EU requirements and the international auditing standards.

3 Into-SAINT - INTOSAI Self-Assessment Integrity
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