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Introductory Address by Auditor General

Another year has passed marked by difficulties and
challenges caused by Covid 19 global pandemic, a year in
which the normal course of events, habits and routines
changed globally, and the society and the economy faced a
new reality.

Nonetheless, the work of the State Audit Office continued
by overcoming obstacles in fulfilling our vision and mission
and the Annual Work Pragram for 2021. Owing to the
well-established system of operation, technical and other
conditions necessary for unimpeded execution of work
tasks and dedicated management and employees, we
succeeded in summarizing our work in this report. | am
proud to present to you the Annual Report on performed
audits and operation of the State Audit Office for 2021.

The mission of each supreme audit institution is to
contribute to sound public financial management. Hence,
watching over public funds and giving clear and effective
recommendations to contribute to improvement of public
funds management are SAQ mission and vision. The Annual
Report for 2021 contains 1170 identified shortcomings and
654 audit recommendations from 109 audit reports that
present objective information on the work of audited
entities.

As for the performance indicators for our work, with

the audits in 2021 we have increased the scope of

audited expenditure in relation to the total budget funds
and the indicators for the implementation of audit
recommendations have significantly improved. In addition,
the added audit value has increased in terms of the amount
of less calculated, less returned or less paid funds in the
Budget of the Republic of North Macedonia, which points to
the fact that SAQ contribution to strengthening institutions
and managerial responsibility is becoming more significant
in our society.

With the performance audits, which to my satisfaction
are gaining more importance every year, we focus on
issues that are topical, of interest to the public and other
stakeholders, with special emphasis on their added value.
The impact of Covid 19 crisis is extremely heterogeneous,
with significant implications on the financial system and
implementation of central and local government palicies.

Therefore, | believe that it is of particular importance

for supreme audit institutions to assess the impact of

the pandemic at local level through various aspects -
healthcare, economic, social and fiscal. With this in mind,
and with the intention of meeting the challenges posed by
the pandemic, SAQ Annual Work Program for 2021 included
three audits related to measures and activities taken for
protection and prevention from unforeseen events and
potential crises.

In our audit reports, regardless of the type and audit
objective, in addition to identified shortcomings we point
to systemic weaknesses, i.. limitations and imprecisions
in regulations. By pointing out the need to overcome these
weaknesses, we contribute to strengthening the legal
system and creating favorable environment for further
development of legal entities.

We continuously invested in development of the State
Audit Office as a supreme audit institution, in improvement
of audit processes in line with international standards

and best practice of EU member states, as well as in
professional development of our employees. The State
Audit Office has implemented a significant volume of
activities at international level, both within EUROSAI and
INTOSAI membership, as well as with other international
organizations.

In achieving its strategic objectives, the State Audit Office
strives to cooperate and cooperates with the citizens

and the media to increase transparency, accountability
and responsibility in the use of taxpayers' funds. For that
purpose, we continuously take on activities to increase the
number of stakeholders and | am pleased to point out that
their number in December 2021 is 380, which compared to
the end of 2020 is a 100% increase.

Every crisis is an opportunity to awaken what is good in
people - creativity, responsibility, compassion and the ability
to solve problems. We, the State Audit Office, believe that
we have the courage to see things for what they really

are, as well as the skills to help us continue the process

of gaining trust, recognition of the work of our institution,
strengthening the reputation of an independent, objective
and efficient SAl focused on protection of taxpayers' assets.

Auditor General
Maksim Acevski, MSc
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KEY RESULTS
OF STATE AUDIT
OFFICE OPERATION

1.743.644

Unpaid / less paid fees
in RNM Budget

121.838

Unpaid / less paid fees in in the
budget of audited municipalities

1.523.941

lllegal use of funds

9.975.562

Total amount of identified
irregularities in public
procurement

36.497.709

Public procurement
coverage with audits

135.320.350

Total assets/liabilities

3.922.995

Corrective entries in
Balance Sheets

in 000 denars
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Audit activity through figures

AUDIT
OPINION
REGULARITY

CONCLUSION
REGULARITY AUDIT

109

AUDIT COMPLIANCE AUDIT/

REPORTS AuDIT PERFORMANCE AUDIT
96 opinions on 92 opinions on compliance 3 conclusions on compliance

financial st atements with laws and regulations audit as separate audit
Jlunqualified 26 qualified 23 unqualified 39 qualified 7 conclusions on _

opinion opinion opinion opinion performance audit
31 adverse 8 disclaimer 32 adverse 2 disclaimer 2 conclusions on IT audit

opinion of opinion opinion of opinion

1170 &

AUDIT FINDINGS

AUDITEES
942 regularity audit 56 regularity audit
FINDINGS , ,
IN PUBLIC 144 performance audit 63 performance audit
AR n compliance audit 15 compliance audit
13 17 audit 2 17 audit
TOTAL VALUE OF AWARDED PUBLIC AUDITED PUBLIC PROCUREMENT
PROCUREMENT CONTRACTS

in 000 denars
in 000 denars

5.975.562 &

IDENTIFIED IRREGULARITIES IN PUBLIC
PROCUREMENT

in 000 denars

weaknesses in realization of signed public procurement contracts
weaknesses in public procurement contracts signing phase

irregularities in preparation of tender documentation/technical specification
tender documentation contains restrictive elements in relation to competition
irregularities in evaluation of bids

weaknesses in public procurement planning phase



AUDITED PUBLIC REVENUE
AND PUBLIC EXPENDITURE

TOTAL 511.923 MILLION DENARS audited public revenue and 236.060 MILLION DENARS
audited public expenditure with 2021 SAO Annual Work Program

Audited public revenue Audited public expenditure

Central Budget of 217.686 NN N 12.693

R Mecedoriz 161101 2.535

Budgets of 121.805 _ _ 115.718
Funds 109.548 107.048
Budgets of 3393 I I 2829

local self-government units 2048 1651

Health Insurance Fund 782 ‘ |773

budget users 555 552

Political 397 294

parties 642 550

Public 1.744 | ]1.953

enterprises 303 Zgz

Other institutions/ 13.939 . .15.220

s dominrt herehacer 1317 1134

Audited public revenue 57.299 - I 1.022

with performance audit 395 807

Audited public revenue 94878 _ _ 79558

with compliance audit 71.386 69.863

B 2021 Annual Work Program 2020 Annual Work Program in 000.000 denars
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AUDIT RECOMMENDATIONS
AND MEASURES TAKEN

{174 654

AUDIT

RECOMMENDATIONS

| 300 RECOMMENDATIONS FOR WHICH 90
DAYS' FEEDBACK DEADLINE HAS EXPIRED

[ | 354 RECOMMENDATIONS FOR WHICH 90
DAYS' FEEDBACK DEADLINE HAS NOT EXPIRED

[ 93 RECOMMENDATIONS FOR WHICH 90 DAYS' FEEDBACK
DEADLINE HAS EXPIRED WITHOUT VERIFIED STATUS

88% 207

ACTING UPON AUDIT mRECOMMENDATIONS -
RECOMMENDATIONS WITH VERIFIED EEEEEEEEEER

STATUS

18 MEASURES TAKEN UPON
RECOMMENDATIONS

EEEEEEEEEE 23 not implemented

2 inapplicable




2020

604

AUDIT
RECOMMENDATIONS

u 604 RECOMMENDATIONS FOR WHICH 90
DAYS' FEEDBACK DEADLINE HAS EXPIRED

942

RECOMMENDATIONS
WITH VERIFIED
STATUS

81%

ACTING UPON
AUDIT
RECOMMENDATIONS

| 62 RECOMMENDATIONS FOR WHICH 90 DAYS' FEEDBACK
DEADLINE HAS EXPIRED WITHOUT VERIFIED STATUS

90 not implemented

MEASURES TAKEN UPON

13 inapplicable
RECOMMENDATIONS

43

2018
498

[ 498 RECOMMENDATIONS FOR WHICH 90

AUDIT DAYS' FEEDBACK DEADLINE HAS EXPIRED

RECOMMENDATIONS

[ 57 RECOMMENDATIONS FOR WHICH 90 DAYS'
FEEDBACK DEADLINE HAS EXPIRED WITHOUT
VERIFIED STATUS

83% 441

ACTING UPON AUDIT |fRECOMMENDATIONS
RECOMMENDATIONS WITH VERIFIED
STATUS

73 not implemented

MEASURES TAKEN UPON
RECOMMENDATIONS

36

4 inapplicable
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ABOUT
THE STATE
AUDIT
OFFICE




The State Audit Office (SAO) is an independent supreme
audit institution in the Republic of North Macedonia,
which transparently, timely and objectively informs the
competent institutions and the public about the audit

findings from conducted audits for more than 20 years.

The State Audit Office was founded by the State Audit
Law adopted in 1997 The first audits were carried out
in 1999.

As a supreme audit institution, SAQ is conducting
audits in line with the auditing principles, standards
and guidelines contained in INTOSAI Framework

of Professional Pronouncements (IFPP), with high
professional qualifications and continuous professional
development of employees being the core of its work.

The independence of the institution is stipulated in the
State Audit Law, which regulates SAQO competencies,
the broad mandate for conducting regularity and
performance audits with unlimited access to all
necessary information, documentation and records for
conducting state audit. SAO independently prepares
the Annual Work Program, objectively decides on

the entities to be subject to audit and the audit
method, the contents of the reports on performed
audits, without bias and free from influence from the
legislative and the executive power.

ANNUAL REPORT ON PERFORMED AUDITS AND
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Furthermore, the State audit Office, like other supreme
audit institutions, has an important role in the fight
against corruption and with its work is involved in
activities related to this area, thus contributing to
preservation and protection of public funds and
property from unauthorized and illegal activities.

SAQ is recognized as an institution of high values -

professional skills,

responsible performance,

teamwork, reliability and professional ethics,

integrity and

independence of authorized state auditors and state
auditors in relation to audited entities, state institutions
and other users of public funds, and will continue to
encourage and develop the same in the future.



A

AN MISSION

O

The State Audit Office is the supreme audit
institution of the Republic of North Macedonia
whose objective is to communicate audit findings
timely and objectively to the Parliament, the
Government, other public office holders as well as
the public. The State Audit Office provides support
to the Parliament in meeting its responsibilities by
identifying and disclosing irregularities, cases of

g VISION

Aiming to meet our objective successfully - to
watch over public funds and to contribute to
improved management thereof, our vision is to
ensure continuous quality of operations, thus
retaining the epithet of an independent and
professional partner with high integrity and a
bearer of progress in public funds management,
accountability and transparency.

illegal operation and potential cases of corruption
and abuse of office. With clear and effective
recommendations, SAO provides support to the
state institutions and the beneficiaries of public
funds for improving the management thereof. Thus,
SAO contributes to the improvement of the lives of
the citizens of the Republic of North Macedonia.

@ OBJECTIVES

Striving to fulfill SAO
mission and vision

in line with the legal
competencies, bylaws

and strategic documents,

we have set the following
objectives:

to ensure state audit independence
as a constitutional category, in

line with the principles of Mexico
Declaration;

to achieve optimal number of
employees and to harmonize
organizational setup and total
number of employees with SAQ
competencies and strategic
objectives;

to promote ethics and integrity;

to increase further the quality of
audit performance in accordance
with auditing standards and state
audit methodology practice;

to prepare and update audit
methodology acts;

to implement further the audit
management system (AMS);

to continue practicing audit quality
assurance by selecting audits for
review so as to improve the quality of
operations; and

to deepen cooperation with
competent institutions in the fight
against corruption and conflict of
interests.




LEGAL FRAMEWORK, STRATEGIC
AND METHODOLOGY DOCUMENTS

LEGAL FRAMEWORK

In relation to state audit legal framework, the Law on
Amending the State Audit Law was published in the
Official Gazette of RNM no. 122 from 3 June 2021 (Official
Gazette of RM no. 66/10, 145/10, 12/14, 43/14,154/15,

192 / 15, 27/16 and 83/18). The amendments refer to
harmonization with the new constitutional name of the
country and harmonization of misdemeanor provisions
with the provisions of the Law on Misdemeanors.

The National Programme for Adoption of the Acquis
(NPAA) 2021-25 adopted by RNM Government in Chapter
3.32 Financial Control, Area - External Audit contains
short-term priority to improve legal framework

for strengthening SAO constitutional, financial and
operational independence and to draft and propose
new State Audit Law harmonized with ISSAls and
internationally accepted practice.

Strengthening external audit legal framework

by achieving constitutional independence and
strengthening financial and operational independence
of SAQ in line with INTOSAI principles, standards and
guidelines by drafting and submitting new State Audit
Law to the Assembly of RNM are defined as priority
measures and activities in the draft PFM Reform
Programme "Smart Public Finances" 2022 - 2025 and
the draft Action Plan for implementation of PFM
Reform Programme for 2022.

Within the Twinning project “Improvement of external
audit and parliamentary oversight’, an assessment
of the state audit legal framework was performed
and recommendations were made for strengthening

ANNUAL REPORT ON PERFORMED AUDITS AND
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external audit legal framework and achieving

SAO constitutional independence as well as for
strengthening financial and operational independence
in line with international standards and EU best
practice.

As a result of these activities and with support of the
Twinning project in 2021, SAO prepared:

» Proposals for draft amendments to the
Constitution of the Republic of North Macedonia for
regulating SAO as a constitutional category;

» Draft new State Audit Law for strengthening SAO
financial and operational independence.

Within the Twinning project activities, an assessment
was made on the laws on audit of financing of political
parties and election campaigns, public procurement
and the new Law on Budgets, which are related to

the state audit legal framework, in order to make
proposals for harmonization and improvement thereof.

With the support of the Twinning project, an
assessment was also made and proposals were given
on improvement of the legal framework of SAQ and the
Assembly of RNM for submitting and reviewing audit
reports.



STRATEGIC DOCUMENTS

Developing strategic documents is one of the key
steps for SAl development and achievement of its
vision, mission and objectives. The Annual Report of the
European Commission on the Progress of the Republic
of North Macedonia in the Chapter on External Audit,
which is under SAO competence, pointed out aspects
that need improvement, as follows:

to guarantee SAO independence in the Constitution of
RNM;

legal framework is for the most part in line with the
standards of the International Organization of Supreme
Audit Institutions (INTOSAI);

to improve further performance audit;

audited entities to implement audit recommendations
systematically and timely;

to increase oversight and monitoring by the Assembly
of RNM by following SAO reports aimed at improving
the degree of implemented recommendations.

SAO Development Strategy 2018-2022 outlines the efforts
to strengthen independence and integrity as preconditions
for achieving professionalism and credibility in operations,
to promote and improve implementation of international
principles, standards and guidelines contained in INTOSAI
Framework of Professional Pronouncements, and to
follow continuously effects of performed audits and
degree of implementation of audit recommendations
contained in audit reports. The annual implementation of
SAQ Development Strategy was carried out through the
activities set out in SAQ Annual Work Program for 2021.

Acting in accordance with the recommendations
given and taking activities for realization of the
objectives set, SAQ continuously undertakes activities
for implementation of existing and development and
adoption of new strategic documents, as follows:

Development Strategy 2018 - 2022

IT Strategy 2018 - 2022;

Human Resources Management Strategy 2020 - 2023;

Communication Strategy 2020 - 2023;

Risk Management Strategy 2020-2023;

Guidelines for Strategic and Annual Audit Planning;

Decision on determining SAQ strategic audit
objectives 2021 - 2023 and priority audit areas by audit
departments; and

Strategic Audit Plan 2021 - 2023.

Within the Twining Project activities in 2021, proposals were
prepared for a new five-year SAO Development Strategy
with action plan for its implementation aimed at improving
SAQ strategic and annual planning.

In 2021, SAO carried out activities for implementation of
the IT Strategy 2018-2022 to increase the efficiency of SAQ
IT system and to contribute to the implementation of SAQ
Development Strategy 2018 - 2022 regarding reorganization
of the existing domain structure in line with new acts

for organization and systematization of SAQ, support in
administration and improvement of the audit management



system (AMS) and the software for analysis of audit
reports’ data, findings and recommendations (SAPRI).

Audit support was provided by downloading and
processing databases of audited entities with CAATs,
and new licenses were obtained for IDEA software

for data analysis, sampling and documenting. IT
policies and procedures, AMS procedures and IS0 9001
standards are continuously implemented.

Concerning implementation of SAQO HR Management
Strategy 2020-2023, activities were taken for
implementation of HR management function in SAO
to build efficient and functional system by providing
employment conditions for qualified professionals with
high degree of integrity, who are ready to effectively
perform assigned functions and competencies. In
addition, professional development of employees is
promoted and real system for performance appraisal
with fair and transparent procedures for professional
and career development of employees, and additional
financial and other incentives for employees are
introduced.

SAQ continued its cooperation with Westminster
Foundation for Democracy (WFD) within the project
titled “Increasing accountability and transparency

in Macedonia through improved implementation

of SAO recommendations’, supported by the

British Government. The activities pertain to the
implementation of the remaining two project phases
in relation to SAO Communication Strategy 2020 - 2023,
with focus on SAO communication and cooperation
with competent institutions - the Public Prosecutor's
Office of RNM and the Assembly of RNM, and NGOs.

The Guidelines for Strategic and Annual Audit
Planning was the basis for preparing the Decision on
determining SAQ strategic audit objectives 2021 - 2023
and priority audit areas by audit departments, as well
as for the preparing SAQ Strategic Audit Plan 2021

- 2023 adopted in December 2020. SAQ 2021 Annual
Work Program was prepared based on the previously
mentioned strategic audit documents.

ANNUAL REPORT ON PERFORMED AUDITS AND
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In line with 2020 Action Plan for implementation of the
Public Finance Management Reform Programme, SAQ
implemented activities related to Priority 7: External
control and Parliamentary oversight, under its
competence. The objective of Priority 7 is to strengthen
public finance management by ensuring accountability
in the use of public funds and by strengthening
regularity and performance audits in line with ISSAls
and SAQ strategic documents, to set up mechanism
for proactive role of the Assembly in reviewing audit
reports, and to strengthen SAQ institutional and HR
capacities.

Auditor General actively participated in the work

of the Public Finance Management Council, which

is Government coordinating body for monitoring
implementation of public finance management reforms
stipulated by the Public Finance Management Reform
Programme 2018 - 2021.



METHODOLOGY DOCUMENTS

As part of the Twinning project “Improvement of
External Audit and Parliamentary Oversight’, in
2021 SAO prepared improved methodology acts on
performance audit, IT audit, guidelines for audit
of EU funds, detecting fraud and irregularities,
and recommendations for improving follow up of
implementation of audit recommendations.

New compliance audit manual was also developed
based on the recommendations from the previous

IPA 2013 funded Twinning project. Within the Twinning
project, SAQ IT Audit Manual was harmonized with GUID
5100 - Guidance on Audit of Information Systems.

Within the Twinning project activities, proposals were
prepared on improving the structure and contents of
SAQ Annual Report, as well as draft Rules for internal
flow of printed and electronic documents for improving
SAQ internal communication.

As a result of the cooperation with OECD-SIGMA on
state budget audit, draft Guidelines for audit of the
Budget of the Republic of North Macedonia was
prepared. With the Twinning project in 2021, analysis
was made and recommendations were prepared for
improving the audit process of the Annual Account of
the Budget of the Republic of North Macedonia.

To improve presentation of audit results and
recommendations, new structure and contents of audit
reports was prepared in line with ISSAls, also within the
Twinning project.

On 27 May 2021, Certification body performed the

third recertification review. The Report stated that

SAQ management system is fully compliant with the
requirements of the standard MKC EN IS0 9001: 2015,
thus extending the validity of the certificate and
confirming that SAO applies the Management System in
accordance with the requirements of the ISO standard
until 30 May 2024.

SAO 2020 Annual Report on performed audits and
operation was prepared and submitted to the Assembly
of the Republic of North Macedonia within the legal
deadline by the end of June 2021. It is also available on
SAQ website in three languages: Macedonian, Albanian
and English.

The Assembly of the Republic of North Macedonia,

at its b4th session, reviewed and adopted SAQ 2020
Annual Report on performed audits and operation. The
Assembly adopted Conclusions upon the Annual Report
that were submitted together with the Report of the
Committee on Finance and Budget to the Government
of RNM, the Ministry of Finance and the State Audit
Office.

SAO has established practice to make available
information and data contained in SAO Annual Report
to other supreme audit institutions, the European Court
of Auditors, INTOSAI and EUROSAI, EU Delegation to the
Republic of North Macedonia, missions of international
organizations and some diplomatic missions in the
country.

SAQ implemented 2021 Annual Work Program, which
was based on the Strategic Audit Plan 2021 - 2023 and
in line with the adopted Guidelines for strategic and
annual audit planning and the Decision on determining
SAQ strategic audit objectives 2021 - 2023 and priority
audit areas by audit departments.

Feeling the need to increase its transparency,
accountability and responsibility in performing legal
competencies, SAO for the first time published a form
“Notification for submitting audit request” (https://
dzr.mk/contact/barane_za_revizija) on its website
within the frames of the preparation of 2021 Annual
Work Program. At the same time, the form was also
sent to over 190 stakeholders. From the received
audit requests from stakeholders, SAO included the
performance audit on “Effectiveness of Government
measures on gender equality and appropriate gender
budget initiatives” and the aspect of gender budget
initiatives will be also covered in four performance
audits.

The Annual Work Program for 2021 contains nine
performance audits. With the areas covered and the
recommendations provided with these performance
audits, SAQ actively contributed to the work of the
competent authorities and the use of public funds,
healthcare and social issues, natural resources and
environmental protection.



Concerning challenges posed by Covid 13 pandemic,

in 2021 Annual Work Program SAQ included four
performance audits on government economic
measures, government loans and public debt
management, support for employment of occupations
most affected by the pandemic, as well as measures
and policies for support of the tourism sector.

SAO prepared Annual Plan for Prevention of Corruption
for 2021, which envisages measures and activities for
prevention of corruption at the institution level. SAQ
also prepared separate audit program for compliance
of the work of auditees in relation to whistleblower
protection and free access to public information, which
provides up-to-date guidance and new methodology
tools for auditors in performing this important audit
aspect.

In 2021, SAO participated in an international working
group for developing "Audit Practice Guide for Auditing
Gender Equality in the Western Balkans', as a
methodology act for conducting gender-based audit.
The Guide is developed within the project "Promation
of gender responsive policies and budgets: towards
transparent, inclusive and accountable governance

in the Republic of North Macedonia®, which is
implemented by UN Women with financial support from
the Swiss Agency for Development and Cooperation
and the Swedish International Cooperation and
Development Agency (SIDA). The Guide is expected to
be completed in 2022.

SAO implemented 2021 Annual Plan for continuous
professional development and training and in
December 2021, SAQ adopted 2022 Annual Plan for
continuous professional development!, as well as 2022
Annual Plan for prevention of corruption?, which are
published on SAO website.

https://dzr.mk/sites/default/files/2022-01/Godisen_plan_
kontinuirano_profesionalno_usovrsuvanje_2022_godina.pdf

https://dzr.mk/sites/default/files/2021-12/Godisen_plan_
sprecuvanje_korupcija_DZR_2022_godina.pdf
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In accordance with Article 23 paragraph 2 of the State
Audit Law, SAQ submitted its Annual Work Program

for 20223 to the Assembly of the Republic of North
Macedonia within the legal deadline. The Annual Work
Program contains 183 audits, of which 166 regularity
audits, 12 performance audits and 5 compliance audits.
Of the planned audits, 45 concern entities and audit
topics in accordance with the State Audit Law and

138 audits relate to entities that participated in 2021
Local Elections. When determining performance audits
for this Annual Program, we took into consideration
the following criteria: SAQ strategic objectives, UN
Sustainable Development Goals, and criteria set up by
SIGMA-QECD assessment methodology.

Within the Twinning project activities, high-level
delegations from SAls of North Macedonia and Croatia
participated in the meeting with the President of

the Assembly Mr. Talat Xhaferi, to present the draft
Memorandum of Cooperation between the Assembly
and SAQ, emphasizing the need to strengthen
cooperation between both institutions, in particular for
reviewing and acting upon submitted audit reports.

https://dzr.mk/sites/default/files/2021-12/Godisna_programa_
za_rabota_DZR_2022_godina.pdf



TRANSPARENCY
AND COOPERATION




TRANSPARENCY IN
SAQ OPERATION

During 2021, SAO continued its efforts to intensify
activities aimed at increasing transparency and
accountability of operations. Professional and timely
informing of all stakeholders (media, investigative
journalists, civil society organizations, wider public)
about state audit results is one of the most important
strategic commitments of SAQ in 2021. Guided by the
strategic commitments set out in SAO Communication
Strategy 2020-2023, SAQ focused on fostering
communication and becoming allies with the media,
citizens and civil society organizations in achieving the
objective of increased transparency and accountability
and responsibility of public sector entities for the use
of public funds. Cooperation between SAQ and the
media, civil society organizations and journalists was
achieved through press releases, answers to questions
and participation in debate shows. The manner of
continuous and timely informing of stakeholders was

GROWING TREND OF SAQ MAILING LIST

At the beginning of 2020, SAQ created "mailing list of
stakeholders” with initial 190 contacts. During 2021, the
list was continuously updated and by mid-2021, SAO
had a list of 380 stakeholders. At the end of 2021 and
the beginning of 2022, the number of stakeholders
reached 930 contacts. SAQ continuously informs these
stakeholders on the results of its work by sending final
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also strengthened by publishing final audit reports on
SAQ website, and by sending press releases and audit
report abstracts with key identified shortcomings to all
stakeholders (190 in 2020, 380 in 2021).

Due to the activities taken in 2021 for strengthening
communication and cooperation with stakeholders by
informing and presenting state audit results, SAQ has
significantly improved its transparency, visibility and
accountability before the public and the citizens.

Objective, timely and accurate information to the public
and the media, civil society organizations and relevant
institutions was important strategic priority of SAQ in
2021, as one of the key principles of the Communication
Strategy 2020 - 2023.

audit reports, press releases and audit report abstracts
for every financial audit.

Along these lines, in 2021 SAQ demonstrated its
commitment and efforts for greater involvement of
stakeholders and users of audit reports.



SAO MAILING LIST
AND COMMUNICATION
WITH STAKEHOLDERS
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TELEVISION APPEARANCES,
INFORMATIVE ARTICLES, OPEN
DEBATES

SAQ efforts to be open to the public, media and civil
society and to present state audit activities and results are
evident in 2021 by the number of television appearances

of Auditor General and Deputy Auditor General on national
televisions. Advisors and Assistants to the Auditor General
also had guest appearances and gave short statements in
daily information editions on the media in the interest of
presenting SAO results. In 2021, SAO management gave nine
interviews and statements for daily information editions on
the media.

STATE AUDIT OFFICE AND

CLIPPING ON SAQ RESULTS

Increased interest in SAO work and results and improved
communication and cooperation with representatives of
media and civil sector is evident in the statistical data and
evaluation of media announcements (clipping) in relation
to published final audit reports and journalists' questions
about current audits and final and published audit reports.

Namely, during 2021, 11 questions from journalists were
submitted to the State Audit Office and answers were
provided in the shortest possible time. Additionally,
employees of the Unit for public relations and information
on state audit results continuously inform representatives
of media and civil society organizations about issues and
dilemmas that arise regarding audit work and final audit
reports.

SAO activities were presented in national and local media.
In 2021, 421 announcements were made on published

final audit reports and other SAQ activities, of which

81 announcements on national televisions and 340
announcements on the internet portals.

RELATIONS WITH THE MEDIA

421

MEDIA

81

ANNOUNCEMENT
ON FINAL AUDIT
REPORTS
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OFFICIAL SAQ FACEBOOK PAGE

The official Facebook page of the State Audit Office
was opened and promoted as a planned activity of SAQ
Communication Strategy on 17 November 2021. On this
page, citizens and stakeholders are informed about
state audit activities and achieved results. At the same
time, this new communication tool provides a space for
creative and constructive discussion and exchange of
opinions.

CREATED ON

1711.2021

18

Average number [I
of daily visits |l

762

Number of
followers

3112.2021

Since FB page creation until 31 December 2021, an
average of 518 visits per day were recorded on SAO
Facebook page.

8.000

Total reach for 3 posts
with most views

22.808

Total number of
visitors

il

i

To increase visibility of effects of performed audits and
current SAO operation, additional activities were taken
to promote SAQ social media. Thus, in the first four
months of 2022 (01.01.2022 - 31.04.2022), an average of
1.394 visits per day were recorded on SAO Facebook
page, which is an increase of 269% compared to the
daily visits in 2021.
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Total reach on
the last 10 posts
YOUTUBE CHANNEL

During 2021, activities were taken for timely update of
the contents of SAO YouTube channel with all videos of
media appearances of Auditor General, Deputy Auditor
General and other SAO employees. These contents were
also promoted on SAO Facebook page.



INCREASED TRAFFIC TO SAO WEBSITE

The activities for increasing SAQ transparency and In 2020, there were on average 4.000 visits and 20.500
accountability and the continuous updating of the mailing downloaded contents per month. In 2021, there were on

list, gave visible results in 2021. Informing all stakeholders average 8.600 visits and 39.000 downloaded contents per
about audit activities and published final audit reports, month, which is a 100% increase in the visits to SAQ website.
contributed to increased traffic to SAQ website compared

to 2020.
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PUBLIC SURVEY - DEGREE OF SATISFATION

The State Audit Office conducts public survey continuously
as a research tool for the opinion on and impact of SAO
work among stakeholders.

To improve the quality and strengthen transparency,
accountability and visibility of its work, SAQ sent a
questionnaire/survey on the level of satisfaction with SAQ
cooperation and information on the work of our institution
to all 930 stakeholders - 558 institutions, 322 media and

50 civil saciety organizations. Concerning the degree of
satisfaction with SAQ cooperation, 90% of the respondents
were satisfied, noting that a great step has been made in
terms of openness and cooperation with SAQ, in particular
through timely information on issued audit reports, SAO

activities, and increased openness to the media and civil
society organizations. High percentage of confidence was
also expressed concerning SAO work, which was assessed
as impartial, independent, legal, objective, transparent
and professional. There is also high degree of satisfaction
with the quality of issued final audit reports, which were
assessed, as topical, understandable, accurate and
objective.
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COOPERATION
WITH PROFESSIONAL
ASSOCIATIONS AND
INSTITUTIONS, CIVIL
SOCIETY ORGANIZATIONS
AND THE WIDER PUBLIC

To achieve its strategic objectives, in 2021
SAQ continued its practice of developing
cooperation and communication with
numerous professional associations,
institutions, including higher education
institutions, civil / non-government
organizations, as well as with the public.

SAQ is recognized as a serious partner

by these institutions / organizations that
provides detailed information and analysis,
exchange of experience, information and
knowledge in areas of common interest.
Conversely, these institutions actively
contribute to strengthening effectiveness of
SAQ work and maximize the impact of audit
reports, in creating additional pressure on
the auditees to act on the findings of audit
reports. For that purpose, SAQ started signing
Memoranda of Cooperation, which ensured
strengthening cooperation with the above-
mentioned institutions.

STATE AUDIT OFFICE
MEMORANDA OF
COOPERATION

A

EDUCATIONAL
INSTITUTIONS




State institutions / Professional organizations

The State Audit Office cooperates with numerous
national professional associations and institutions
and has signed memorandum of cooperation with
the Institute of Certified Auditors, the Association

of Journalists of Macedonia, the State Commission

for Prevention of Corruption and the Clearing House
Clearing Interbank Systems AD Skopje KIBS, and the
Geological Survey of the Republic of North Macedonia.

Pursuant to the signed memorandum with the Institute
of Certified Auditors of the Republic of Macedonia, and
taking into consideration the efforts for continuous
and quality performance of its legal competencies, SAO
provided IFAC Handbook of International Quality Control,
Auditing, Review, Other Assurance, and Related Services
Pronouncements - part |, Il and Il of IFAC. In addition,
all SAO employees attended a two-day online training,
as part of the Annual Plan for continuous professional
development of the Institute of Certified Auditors of the
Republic of Macedonia. The training covered the most
important requirements of the auditing standards and
their practical application.

In 2021, the State Audit Office signed Memorandum of
Understanding and Data Exchange Protocol with the
State Commission for Prevention of Corruption and
KIBS Clearing House. The Memorandum was signed to
implement the provisions of the Law on Prevention of
Corruption and Conflict of Interest and the State Audit
Law, and to provide necessary data from the Single
Register of Transaction Accounts (ERTS) for supervising
transactions during election campaigns. This activity
creates conditions for realization of competencies,
rights and obligations of the SCPC and SAQ in performing
supervision and audit of the participants in election
campaigns.

In 2021, SAQ representatives contributed to the
preparation of the Strategy for Improvement of the
Public Procurement System in the Republic of North
Macedonia 2022-2026, as well as to the preparation

of the National Strategy for Fight against Fraud for
Protection of Financial Interests of EU in the Republic of
North Macedonia 2022-2025.
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Aimed at sharing knowledge and experience from
conducted audits in the field of public procurement,
in 2021 SAO held a workshop on the same topic for
the needs of the State Commission for Prevention of
Corruption.

Educational institutions

SAQ signed Memorandum of Cooperation with South
East European University as well as with the Faculty
of Economics at Ss. Cyril and Methodius University

in Skopje (UKIM]J, thus encouraging and affirming
areas of common interest, building and strengthening
mutual business relations, and ensuring availability

of professional exchange of experience. Some of the
agreed common goals are:

» preparing and publishing articles, manuals, scientific
papers, and commentaries in the field of audit;

» organizing forums, seminars and workshaops;
» developing study programs and training modules;
» developing joint research projects;

» collaborating to link and approximate theory and
practice for the needs of the students.

Based on the above, these higher education institutions
submitted requests for development of study

programs and modules in the field of audit. In addition,
questionnaires were submitted, to serve as basis for
drafting publications, scientific papers or analyses in the
field of audit and internal control system.

Institute for Democracy ‘Societas Civilis' Skopje

In 2021, SAQ representatives took part in the activities
of the project "Anti-Corruption Talks in Parliament’,
implemented by the Institute for Democracy "Societas
Civilis" - Skopje. The project aims to support the
reform process in the Republic of North Macedonia by
strengthening the oversight role of the Parliament in
relation to anti-corruption and by creating a forum for
discussion between the Parliament and the institutions
that are part of the anti-corruption system. The project
reports to the Parliament on its work, to make joint
efforts for ensuring efficient fight against corruption,
rule of law, public procurement and financial control. At
these workshops, participants exchanged viewpoints and



experience with MPs and the institutions responsible
for fight against corruption, about long-term plans for
fight against corruption, inter-institutional cooperation
and necessary resources for effective fight against
corruption to meet future challenges.

Institute for Communication Studies and Alliance for
Advocacy and Lobbying

SAQ supported Clarify everything” campaign (,Pas6uctpu
cé') initiated by the Institute of Communication Studies
(ICS) and the Advocacy and Lobbying Alliance, which
involves several civil society organizations, media

and universities. This campaign aims to raise citizens'
awareness of their participation in the adoption and
change of public policies, and to enable better dialogue
with relevant institutions in the policy-making process.
Campaign’s activities focus on two specific areas:

» Water resources management (how to use and
protect water), and

P Setting up efficient inspection supervision against
overuse of natural resources (mineral resources,
forests, soil and water).

SAQ, as supreme audit institution, continuously performs
audits that cover topics in the field of water use and
water law, as well as audits on topics concerning
environment and use of natural resources and reports
on the ascertained state of affairs in final audit reports.

Center for Civil Communications

SAQ continuously monitors the procedures for
conducting public procurement the audited entities and
points to identified shortcomings and weaknesses in the
phases of planning, implementation and execution of
public procurement procedures.

In 2021, the State Audit Office continued its cooperation
with the Center for Civil Communications in the area

of public procurement within the project “Towards
Accountable Public Enterprises’, which focused on
capacity building capacity for fight against corruption
in public enterprises established by the Government,
the City of Skopje and the municipalities of Gostivar,
Kavadarci and Struga.

In that regard, one-day workshop was organized for
presenting data from the research "Mapping corruption
risks in public procurement of enterprises owned by
the Government and the municipalities” to SAO auditors.
At the same time, SAO employees participated in
workshop on “Risks of corruption in public procurement
in public enterprises and state-owned companies and
LSGUs", with presentation on “Improving the process of
implementation of public procurement contracts and
key weaknesses in the public procurement process
through the prism of the State Audit Office".

At the final conference “Needs and challenges in
strengthening public procurement integrity" organized
by the Center for Civil Communications, Auditor General
Maksim Acevski, participated in the panel discussion.

He pointed out that in awarding public procurement
contracts there are essentially two approaches,
prevention and repression. In this context, he added that
no law, bylaw or strategy would give the expected results
if there were no sincere commitment to move things

in direction of providing adequate value for the money.
There is a possibility for LSGUs to award group public
procurements but it is rarely used, which is considered
as a weakness. Such an option can contribute to
greater effects by providing professionals to prepare
professional tender documentation and evaluation of
bids, which in turn will contribute to rationalization of
costs and human resources involved in awarding public
procurements.

Transparency International

In the period May - June 2021, Transparency International
Macedonia organized four online trainings, aimed

at strengthening cooperation between institutions
responsible for fight against corruption, and improving
cooperation and action of competent institutions. SAQ
employees shared their knowledge and experience
with the other participants in the field of state audit,
structure of audit reports and state audit methodology,
good practice for analysis of audit reports and the role
of good governance in the fight against corruption and
audit of political parties.



Wider public (citizens)

SAQ is an independent institution that enables citizens
to monitor spending of public money, by sharing
information about the work of public institutions and
the measures that need to be taken to ensure good and
transparent public funds management. In line with the
Law on Free Access to Public Information, SAO received

COOPERATION WITH COMPETENT
AUTHORITIES AND ITS EFFECTS

To achieve main audit objectives - watching over
public funds and improving management thereof,

and detecting deviations from accepted standards
and violations of the principles of legality, efficiency,
effectiveness and economy in public funds management,
SAO makes clear and effective recommendations to
prevent or impede deviations and violations in the
future. The corrective measures for implementation
of recommendations enable the management of the
audited entity to improve effectiveness, efficiency and
economy of operations.

Through clear, accurate, objective and timely
information on identified irregularities, non-compliance
with legal regulations, illegal handling of public funds
and possible cases of corruption and abuse of office,
in 2021 SAO contributed to fulfillment of part of RNM
Assembly's competencies.

SAO pays due attention to processing and analyzing
information from final audit reports of the certified state
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12 requests for public information and responded
positively. At the same time, in accordance with the
Open Government Partnership National Action Plan and
the commitment for “Pro-active publication of public
information by information holders on their websites *,
SAQ is publishing all documents that are of interest to
the public on its website.

auditor. SAO processes and analyses audit reports’ data
on regular basis with an integrated, autonomous and
functional software application. In this way, reliable, up-
to-date, timely and relevant information is provided for
the needs of SAQ, the competent authorities and other
stakeholders.

By regular submission of final audit reports to the
Assembly and the competent authorities, SAQ points
attention to the identified weaknesses in the operation
of audited entities.

We continuously record, monitor and analyze the
feedback on acting upon final audit reports submitted
to the Public Prosecutor's Office of the Republic of North
Macedonia, the State Commission for Prevention of
Corruption, MF - Financial Palice Directorate, Ministry of
Interior and Deputy Prime Minister of RNM in charge of
good governance policies.

The effect of ascertained state of affairs that point to
irregularities and illegalities in the operation of entities



may be expected only if competent institutions take
necessary measures.

Monitoring and informing on activities taken by
competent institutions for overcoming ascertained
irregularities and illegalities in the work of the auditees
is one of SAO strategic objectives.

SAO activities related to prevention of corruption are
carried out in accordance with authorizations and
obligations set out in the State Audit Law, the Law on
Public Prosecution, the Law on Prevention of Corruption
and Conflict of Interest, signed memoranda of
cooperation and other relevant legislation.

Within realization of SAO Annual Work Program for 2021,
final audit reports were submitted to the following
competent institutions:

Public Prosecutor's Office - 9 final audit reports for 9
audited entities (audits);

State Commission for Prevention of Corruption - 2 final
audit reports;

State Commission for Prevention of Corruption - 7 final
audit reports for seven political parties and coalitions
submitted ex officio in line with the amendments to the
Electoral Code Article 85-b (Official Gazette of RNM no.
42/2020 ), ex officio;

Deputy Prime Minister of RNM in charge of good
governance policies - 2 final audit reports;

In April 2022, SAO submitted request to the competent bodies for feedback on measures taken upon

submitted key final audit reports.

Until the day of reporting, feedback has been received by the Public Prosecutor’s Office of the Republic of
North Macedania and the Ministry of Finance - Financial Police Directorate.

SAO actively cooperates with all state bodies for prevention and fight against corruption within the Protocol
on Cooperation for Prevention and Repression of Corruption and Conflict of Interest.

The State Audit Office participates in the implementation of the National Program for Adoption of the
Acquis (NPAA] through the activities provided in Chapter 3.23. Judiciary and Fundamental Rights, Area - Anti-
Corruption Policy, and Chapter 3.32 Financial Control, Area - External Audit, as well as in the work of other

bodies and bodies for prevention of corruption.
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ORGANIZATIONAL STRUCTURE
AND HUMAN RESOURCES

The State Audit Office continuously invests in and
ensures continuous professional development of
human resources by:

implementing specialization of internal
organizational units;

assigning employees on job positions in line
with their professional qualifications, work
experience and acquired skills;

ensuring continuous career development
through promation;

hiring new staff for conducting state audit, and

providing continuous professional development
of knowledge of state auditors.

In cooperation with the competent authorities,
SAQ makes continuous efforts to increase the
number of employees and to ensure continuous
growth of human resources in line with SAQ acts
for internal organization and systematization of
job positions.

ANNUAL REPORT ON PERFORMED AUDITS AND
OPERATION OF THE STATE AUDIT OFFICE FOR 2021

HUMAN RESOURCES

Gender structure of SAO employees

115 @ a

EMPLOYEES

71 women
44 men

SAO Management structure %
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General Auditor General Auditor General
4 employees 10 employees
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Heads of audit team
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ASSESSMENT OF SAO

OPERATION BY THE

EUROPEAN COMMISSION

The Report of the European
Commission for the Republic
of North Macedonia for

2021 considers that SAO
institutional and HR capacity
seen through the prism of
published audit reports,
ascertained state of affairs
in audited entities, applied
methodologies, issued audit
opinions in line with ISSAls
and the level of audit quality,
are adequate and comply
with INTOSAI standards.

European Commission
assesses that following

the adoption of new acts
for organization and
systematization of jobs in
2020 by Auditor General
upon extensive and in-
depth functional analysis of
SAO and employments, the
number of employees has
increased by more than 30%
compared to 2019.

In the report, Chapter 24
Public Procurement states
that the role and capacity
of SAQ in conducting public
procurement audits have
been improved with the
implementation of the

new public procurement

audit program, particularly
emphasizing the regularity
audit on emergency
public procurements
related to Covid 19.

Point 5.32 of Chapter 32.
Financial Control, states
that SAO independence

is not yet guaranteed

in the Constitution, the
cooperation between SAO
and the Assembly has
improved, but it should

be further developed, and
parliamentary oversight

of budget preparation and
implementation needs
further strengthening.

e

PROFESSIONAL
DEVELOPMENT OF STATE
AUDITORS

Recognizing the role and importance
of professional knowledge and skills of
employees, SAO continuously invests in
human resources.

To identify the needs for continuous
professional development of employees,
priority areas for training were
determined through a survey and
Annual Plan for continuous professional
development and training for 2021 was
prepared and published*. This activity is
a requirement of INTOSAI and ISSAls.

Despite the continued presence of
consequences of Covid 19 pandemic, the
plan was fully implemented and trainings
were conducted in the following areas:

4 https://dzr.mk/sites/default/files/2021-02/
Godisen_plan_KPUQ_2021.pdf



audit - methodology
trainings - basic and
advanced level;

of ISSAls;

taxes and
contributions;
information;

The Annual Plan for continuous
professional development and
training for 2021 contained
significantly increased volume

of educational events aimed at
increasing knowledge and skills of
employees, primarily state auditors,
with participation in seminars,
trainings, workshops and other
educational events organized by
SAQ, international organizations,
professional associations,
international initiatives, as well as
national and international private
legal entities that offer education
in several areas related to state
auditing.

Center
of Excellence
in Finance
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practical application

protection and
access to public

prevention of IT:
corruption, integrity
and communication;

trainings provided
through current /
new SAQ projects;

trainings organized
within workshops
and seminars

IAS and IFRS;

other types of
training.

according to
planned SAO
international
activities for 2021,

and

Based on the experience gained

in the previous year for the needs
of professional development of
employees, in 2021 SAO organized
and provided participation in a
number of trainings and workshops
(67) on various topics.

SAQ managed to exceed the
objective of at least five days per
year of professional continuous
training of state auditors in

the field of accounting as an
extremely important segment for
understanding auditing and as

recommendation of the International

Federation of Accountants - IFAC.

WESTMINSTER

Y DEMOCRACY

FOUNDATION FOR

On average, auditors had 20

days of continuous professional
development in the field of financial
accounting and audit.

During 2021, specially designed
trainings were conducted for the
newly employed state auditors

to facilitate their professional
adaptation in the work environment
and to gain experience on

the respective job position by
performing various audit tasks and
by participating in targeted training.
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From the multitude of trainings

and participation in seminars

and workshops designed for SAQ
employees as well as for public
sector employees, in 2021 SAQ
continued its active cooperation with
EUROSAI and INTOSA, distinguished
international organizations and
specialized international training
centers.

SAO continuously provides electronic
access to the database of "Official
Gazette of the Republic of North
Macedonia" and uses the services

of renowned national companies

for economic-financial and legal
consulting for updated information
and analysis of news and recent
developments in the field of
accounting and audit.

By investing in the knowledge and
skills of employees, SAO delivers

multiple effect conveyed by increase
of the quality of work performed and
appropriate recommendations in final
audit reports that provide advice to
public sector entities.
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IT RESOURCES

In 2021, SAO took steps for
modernization of its IT resources.
Complete upgrade of the
information system was successfully
performed - replacement of
servers and the operating system,
replacement of hard disks, and
replacement of the network
equipment. Additionally, we
completed the installation and
testing of the equipment at the
secondary location in case of a
serious IT incident at the primary
location (Disaster Recovery Site).

Concerning needs of employees,
SAO purchased laptops and replaced
state auditors' old ones with the
latest version of the operating
system. This step completely
facilitates the work of auditors, by
unifying the equipment and tools
they use in the audit process.
Mandatory data encryption has been
introduced to protect audit work
processes, as well as to protect data
obtained from audited entities.

The use of remote access by
auditees for providing electronic
data upon request of the audit
proved as a successful pilot
project. In conditions of pandemic,
it significantly facilitated data
exchange with auditees.

In 2021, we purchased smaller and
lighter scanners for converting data
and other evidence from paper to
electronic form by the auditors in
the audit process.

For the new employees, we provided
training on SAQ information system,
appropriate use of IT resources,
use of software tools, applications
and the audit management system
(AMS), which are actively used

in the audit process. We also
introduced them to SAQ IT policies
and procedures - the basis for
successful, correct and safe use of
assets and data.

The practice of using technical
possibilities (platform) for video
conferences and meetings with
internal and external parties
continued throughout this year. The
activities of the twinning project
were realized using this platform
and without physical presence due
to the various limitations during the
pandemic.

Development of information
technology and its use by the
auditees provided for the use of
computer-assisted audit technigues
(CAATs) in the audit process. CAATs
are computer-based tools that allow
the auditor to perform series of
automated tests to evaluate entity's
information system or electronic
data. CAATs pravide higher level

of certainty and sufficient and
appropriate audit evidence. SAO also
uses IDEA software for analyzing
data used for generating financial
statements, as well as for audit
sampling.

TOAMLIEH W3BELLTa] 33 M3BPLLEHITE PEBU3UM 1 3a paboTara

Ha [lpXaBHMOT 3aB0A 3a peBu3mja 3a 2021 roguHa

Unimpeded functioning of SAO

IT system infrastructure and
applications was ensured, taking
into consideration the principles
and rules for availability of data

of authorized user, confidentiality,
integrity, secure data storage at a
central location, compliance with
laws, regular backup, and protection
from physical and logical access to
data.

In addition, SAO Information System
Security Palicy was consistently
applied, with particular attention

to the application of IT security
procedures and IT procedures for
AMS implementation.



FINANCIAL RESOURCES

FOR SAO OPERATION

In line with the State Audit Law, financial resources for SAO

operation are provided from the Budget of the Republic of

North Macedonia.

The total planned budget for 2021 for all budget accounts (631,
637 and 785) amounted to 116.295.000 denars. The approved
plan amounted to 114.068.000 denars and the realization was

111.870.000 denars.

Of these, 96.84% (112.623.000 denars) are funds provided from
the budget account 637, 2.55% (2.970.000 denars) from budget
account 631, and 0.6% (702.000.000 denars) from donor

account 785.

Budget Account 637

SAQ has 98.68% realization
(111747.000 denars) of the approved
budget on the budget account

637 for 2021, which amounted to
112.623.000 denars.

As for the structure of planned
expenditure of budget account

637, 84.26% (94.898.000 denars)
refer to salaries, contributions and
allowances for employees, 12.17%
(13.715.000 denars) refer to goods
and services, 0.26% (300.000 denars)
for transfers and donations, and
3.29% (3.710.000 denars) for capital
expenditures.

In the structure of realized SAQ
expenditure, 93.794.000 denars or
84.4% are salaries and allowances
for the employees, 13.368.000 denars
or 12% are goods and services,
3.693.000 denars or 3,3% capital

expenditures and 291.000 denars for
various transfers.

In 2021 structure of realized
expenditure for goods and services,
largest share have utilities, heating,
communications and transport
(3.999.000 denars): travel and per
diems amount to 1.582.000 denars;
office materials and small inventory
1141.000 denars; 3.016.000 denars for
repairs and ongoing maintenance;
2418.000 denars for contract
services, 1.210.000 denars for other
current expenses and 291.000
denars for various transfers.

As for the capital expenditures,
3.693.000 denars were spent on
procurement of office and IT
equipment, office furniture and
investments in non-financial
assets. 2162.000 denars account
for procurement of equipment

Total planned budget

116.295.000

denars

and machines, 672.000 denars for
procurement of office furniture, and
857000 denars as investment in non-
financial assets, for procurement of
software, anti-virus data and system
protection and backup licenses.

Upon Decision for confirmation of
public interest in socio-humanitarian
activity, SAQ as a socially responsible
institution donated 100.000 denars
to the Red Cross of the Republic

of North Macedonia to help and
support the families of the victims

in the bus accident on the highway
"Struma” in Bulgaria.

Budget account 631

In 2021, expenditure amounting to
22.000 denars was made on the
core budget account 631. Revenues
amount to 2.516.000 denars, and
unspent funds at the end of the year



Account 637 structure of
expenditure

@ Salaries
Goods and services
Various transfers
@ Capital expenditure

amounting to 2494.000 denars were
transferred as surplus revenue for
the following year.

Donor account 785

In 2021, SAQ realized 701.000 denars
on account 785, which were received
as a foreign donation by the
International Institution of Supreme
Audit Institutions (INTOSAI).

In October 2020, INTOSAI had a
public call for “SAl Continuity during
Covid 19" grant. SAQ applied and
received donation of 11428 euros or
701 thousand denars, which were
used for procurement of laptops
for the auditors following previously
conducted public procurement
procedure for IT and video
equipment in 2021.
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0,3%

12%

Received donations in 2021 -
activities finance by donor

During 2021, the State Audit Office
received foreign donation in
hardware and software equipment
of 311.000 euros or 19.134.000 denars,
based on a project contract through
IPA/2020/421-614. Fifty laptops

were obtained together with the
rest of the software and hardware
equipment (licenses, servers, etc.)
through this project. The laptops
were used to replace obsolete
laptops with limited performance
that were not able to provide
efficient and quality support in
conducting remote audits.

In support of continuous
professional development and
education, UNDP covered expenses
for training on "Audit of accrual

84.4%

financial statements” for SAQ
employees amounting to 2129.000
denars.

SAQ also received donation in
licenses - Adobe design package, in
the amount of 56.000 denars based
on agreement with the Westminster
Foundation for Democracy

for improved visualization and
promotion of audit activities.

External audit company elected

by the Assembly of the Republic

of North Macedonia audits SAO
financial statements. The audit
report on the State Audit Office
operation by the independent
auditor is integral part of the Annual
Report on performed audits and
operation of the State Audit Office.



INTERNATIONAL
COOPERATION



The State Audit Office, like other SAls, is active in
international cooperation. It facilitates increase of
knowledge and skills of employees, exchange of
experience and improvement of effectiveness of the
audit process.

The trend of remote execution of international
events through video conferences and webinars
continued in 2021 due to the situation imposed by
Covid 19 pandemic. Holding virtual international
events enabled large participation of SAO employees.
During 2021, SAO participated in 50 international
events (meetings, workshops, conferences), of which
over 90% were realized via video link. All participants

had the opportunity to learn about best practices
and to participate in networking as an opportunity to
expand their knowledge and skills in several areas:

» environmental audit;

» T support and IT audit;
» improving SAI operation;
» public debt;

» municipality audit;

» Covid 19 pandemic as a challenge and
opportunity to increase SAl impact, etc.

SAQ is active participant in several international working groups, including:

EUROSAI AND INTOSAI WORKING GROUPS

SAQ contribution in the implementation of EUROSAI WG
activities and programs during 2021 was continuous, in
accordance with the conditions imposed by Covid 19.

Participation in cooperative audits with other supreme
audit institutions from EU and beyond remains one of
SAQ priorities given the fact that this type of cooperation
significantly contributes to continuous strengthening
auditors' skills and improving quality of performance
audits.
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The benefits of working with other SAls are manifold.
We emphasize the opportunity for auditors’ professional
development in the form of peer-to-peer activities,
flexible approach and use of other participants'
experiences, as well as building self-confidence in SAQ
capacities for performance audit on one hand and
promoting results achieved by SAQO on the other.



SAQ delegation headed by Auditor General Maksim Acevski
participated in the XI EUROSAI Congress held in April 2021.

Due to the global Covid 19 pandemic, the Congress was held
via online platform. The Congress was hosted by SAl of Czech
Republic, as the current EUROSAI Chair, with participation

of representatives of EUROSAI member SAls as well as
international organizations. The objectives of the XI Congress
were t0 assess the results of EUROSAI operations in the period
2017 - 2020 and to ensure continuity in the work of EUROSAI.

The Consolidated Report on the international parallel audit
"Workforce 2030" was published in December 2021. It was a
project of EUROSAI SG1, and the holders of this activity were
SAls of Israel and Finland, together with seven other SAls
and the European Court of Auditors. The State Audit Office
participated in this activity with performance audit on the
topic * Government planning - Effectiveness of government
measures for addressing labor market risks and planning
funds for overcoming these risks". The purpose of this
consolidated report is to be a guiding document and tool for
all governments around the world on future labor market
challenges.

EUROSAI WORKING GROUP ON
ENVIRONMENTAL AUDITING (WGEA)

Within EUROSAI WGEA, SAQ representatives participated in the
Spring Session on Waste Management, where participants
shared experiences on waste management policies at central
and local levels and their implementation, following hierarchy
in waste management in different sectors, financing activities
for environmental protection, SAls role on environment and
climate change, types of waste and possibilities for waste
management. In addition, SAQ representatives participated

in the 19th WG Annual Meeting held in October 2021 entitled
“Green Transition”, where the central discussion was the
European Green Deal.



EUROSAI TASK FORCE ON MUNICIPALITY AUDIT (TFMA)

SAQ has demonstrated special commitment to the work
of EUROSAI TFMA, in particular for the implementation of
the Action Plan 2021/22.

At the fifth WG annual meeting held in November 2021 in
Montenegro, representatives of 28 SAls took active part
with two presentations:

P presentation of the cooperative audit on the topic
"Municipalities' Own Revenues for Providing Quality
Services to the Citizens during Pandemic", performed
by seven SAIS: Albania, Montenegro, Romania,
Slovakia, Poland, Turkey and the State Audit Office as
coordinator of this activity. Bilateral Memorandum of
Cooperation was signed with all participating SAls.
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As part of this activity in June 2021, SAO successfully
organized the first online working meeting on the

cooperative performance audit, and September 2021
was marked as the beginning of the planning phase.

» Presentation of the analysis “Collection of data on
how to monitor implementation of recommendations
in audit reports for LSGUs", prepared by SAQ.

This is in fact analysis of the procedures of TFMA
member SAls for monitoring implementation of
recommendations given in final audit reports on
the municipalities for different types of audit.

The analysis is based on data collected through a
guestionnaire that was previously prepared by SAO
and submitted to all TFMA member SAIS®..

I

EUROSAI TASK FORCE ON AUDIT AND ETHICS (TFAE)

In March 2021, the last 11th meeting of EUROSAI Task
Force on Audit and Ethics was held virtually. The main
topic of the meeting was to summarize results of TFAE
activities and to draft final report for the XI EURGSAI
Congress. TFAE representatives were briefed on the

5 https://www.tfma.eu/page.aspx?id=110
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Memorandum of Understanding signed between INTOSAI
and the UN, OECD Public Integrity Manual 2020 and OECD
Public Integrity Maturity Models, which were prepared
with direct participation of TFAE. At this meeting, it was
decided to suspend TFAE activities.



INTOSAI WORKING GROUP ON
ENVIRONMENTAL AUDITING (WGEA)

Twentieth INTOSAI WGEA Assembly was held

in January 2021. SAO representatives had an
opportunity to participate in interesting discussions
of top experts on topics related to circular economy.
The main topics of discussion were sustainable
transport, climate financing, panel discussion on
Sustainable Development Goals (SDGs) and their use
to determine audit scope and criteria, their mutual
impact, and other SDG related aspects. During the
session, several SAls including SAQ, presented case
studies on the topic of plastic waste management
and the concept of circular economy. SAO
representative gave a brief overview of plastic waste
management in the country.

EUROSAI'AND INTOSAI'IT WORKING
GROUP (ITWG)

SAQ representatives in EUROSAI and INTOSAI

IT Working Group took active part in all online
workshops organized by this WG, which increased
their skills and knowledge in conducting IT audits.

INTOSAI WORKING
GROUP ON PUBLIC DEBT (WGPD)

SAQ representatives participated in the virtual
Annual Meeting of INTOSAI WGPD. The topic of the
meeting in 2021 was public debt audit and the impact
of Covid 19 crisis on public debt and its management.
SAQ representatives actively participated with their
presentation.

Within this working group, SAQ is a team leader for
implementation of two activities of WGPD Strategic
Plan:

» drafting a set of practical procedures for
authorization, approval and legal framework in
public debt management, and

» preparing a Research Paper on mapping SAls
mandates for public debt audit, institutional
capacity and support and resources of the
Regional organization.

INTOSAI WGPD, in cooperation with the World Bank,
successfully organized series of events as part of
Public Debt Management Auditors Week in June 2021,
in which SAQ representative was actively involved as
a panel discussion participant.

INTOSAI DEVELOPMENT INITIATIVE
(ID1)

In 2021, SAO representatives participated in
international events organized by INTOSAI
Development Initiative (IDI) for presenting
experience of SAls and international experts in
relation to

» introducing innovations in the work by organizing
innovation laboratory;

» processing large amounts of textual data and
using machine learning;

» improving learning through the use of
knowledge from advanced scientific research in
neuroscience;

» training on SAI Performance Measurement
Framework, in relation to the concept,
assessment phases and key issues to be
considered in the assessment;

» presentation of the Global SAI Stocktake Report
2020.



NETWORK OF SAIS OF EU CANDIDATE
AND POTENTIAL CANDIDATE
COUNTRIES AND THE EUROPEAN
COURT OF AUDITORS

At the regular virtual annual meeting of SAl Liaison
Officers held in September 2021, central attention was
paid to the activities for realization of the Qutline Work
Plan for 2021 and beyond. Within the project on parallel
performance audit, five virtual workshops were realized.
SAl of Sweden provided professional and financial
assistance for the project, in coordination with the Joint
Working Group on Audit Activities (JWGAA) and with
participation of ECA representatives.

BILATERAL AND REGIONAL
COOPERATION

The challenges faced by SAls in the new circumstances
due to Covid 19, were also focus of the bilateral meetings
of SAO delegations headed by Auditor General, as
follows:

P February 2021, bilateral meeting with SAI of Kosovo
held in SAO premises;

> September 2021, bilateral meeting with SAI of Albania
held in Tirana, Albania; and

» December 2021, bilateral meeting with SAI of Serbia
held in Vranje, Serbia.

SAO representatives together with Auditor General
participated in a study visit to SAl of Slovakia. The focus
of the study visit was fiscal decentralization, which also
covered issues related to control and audit of local self-
government units. The visit was conducted within the
project implemented by the Ministry of Finance of the
Slovak Republic and the United Nations Development
Program (UNDP). The event was used for bilateral
meeting with representatives of SAI of Slovakia.

ANNUAL REPORT ON PERFORMED AUDITS AND
OPERATION OF THE STATE AUDIT OFFICE FOR 2021

Center for Excellence in Finance - CEF and SAO
strengthened their partnership in capacity building of
state auditors. As a result, Auditor General together
with 16 SAO state auditors participated in training

on International Public Sector Accounting Standards
(IPSAS) in Ohrid in October 2021. During the training,
state auditors had the opportunity to be acquainted
with individual IPSAS, as well as the challenges and
opportunities of IPSAS application by the countries from
the region - Italy, Montenegro, Albania and Kosovo.



INTERNATIONAL BOARD OF
AUDITORS FOR NATO (IBAN)

With the acquisition of the status of the Republic

of North Macedonia as full member of NATO in

2020, the State Audit Office representatives were
invited and participated in the meeting of the
International Board of Auditors for NATO (IBAN). SAO
representatives participated in the virtual meeting in
2021 for the second time. The meeting was attended
by 29 out of 30 national representatives of the
Competent National Audit Bodies (CNAB) to discuss
the Annual Report on Activities for 2020, as well as
audit issues of common interest.

Other international activities

At the invitation of the monitoring delegation of
the Congress of Local and Regional Authorities

of the Council of Europe (CLRAE), headed by

the Co-Secretary of the Monitoring Committee,
SAO representatives headed by Auditor General
participated in the virtual meeting held in April 2021.
The subject of interest of the monitoring mission
were the measures taken for implementation of
recommendations of the 329th Congress in relation
to local democracy in our country, as well as the
measures taken for implementation of SAO audit
recommendations.

At the request of the International Monetary

Fund (IMF) in our country, online working meeting
was held in May 2021focusing on the activities
implemented by SAO, as well as conducted audits on
the use of public funds related to procurement of
medical devices and equipment for protection of the
citizens from the corona virus.

During 2021, SAQ representatives held several
meetings with OECD-SIGMA experts, regarding the
annual assessment of the progress of the public
administration in the Republic of North Macedonia,
as well as regarding the assessment of public
expenditures and financial accountability, based on
PEFA methodology.

International conference on "Supporting Accounting
and Auditing Developments and Synergies” was
held on 29-30 June 2021 in Skopje, organized by

the Chartered Institute of Public Finance and
Accountancy (CIPFA) and the Center of Excellence
in Finance (CEF). The conference was supported
through funding of the project Public Accountants
Certification Training in North Macedonia (PACT)
provided by Ministry of Foreign Affairs of Slovenia -
Slovenian Aid.

The aim of the conference was to support capacity
building of finance officials regionally and globally
through learning. At the conference, participants had
the opportunity to hear international experiences in
several areas: Managing Public Sector Assets, Anti-
corruption, Leadership for Reforms and Promating
Accountants’ and Auditors' Learning and Knowledge.
On the second day of the conference, Auditor
General introduced the participants to the important
role of SAO as the supreme audit institution in the
country, emphasizing the increased transparency
and accountability of the institution on its work and
audit results to all stakeholders.



PR ERTVES

Auditor General, together with representatives of the
State Audit Office, Ministry of Finance and Ministry of
Labor and Social Policy participated in the UN Women
organized Regional event for mainstreaming gender in
Public Finance Management and the role of Integrated
Financial Management Systems in Tirana, Albania
(September 2021). The progress in the implementation
of gender-responsive budgeting in North Macedonia
and the ongoing processes for the advancement of

the legal and institutional framework for enhancing
gender equality was presented during the event. The
regional event was great opportunity for exchange of
experience, good practice and dialogue on challenges
faced by Western Balkan countries, and also for holding
a bilateral meeting with SAI of Albania.
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As part of EU Support for Rule of Law Twinning project,
component 3, which focuses on improving prevention
and fight against corruption is the activity for sponsoring
master studies at the renowned International Anti-
Corruption Academy (IACA) in Laxenburg, Austria. The
project supports 12 candidates - civil servants employed
in selected institutions for five years, including two
employees of the State Audit Office. The selected
candidates will obtain internationally recognized
master’s degree in anti-corruption.

The master's program offers diverse and innovative anti-
corruption curriculum. It reflects a variety of academic
disciplines necessary for providing comprehensive
insight into anti-corruption and compliance systems,
while offering practical know-how and expertise. The
goal is for graduates to join the extensive alumni
network of anti-corruption professionals through
networking and team building.



PROJECT ACTIVITIES

TWINNING PROJECT “IMPROVEMENT OF EXTERNAL AUDIT AND

PARLIAMENTARY OVERSIGHT"

The State Audit Office of the Republic of North
Macedonia in cooperation with the State Audit
Office of the Republic of Croatia (SAO of Croatia)
as a senior partner and the National Audit Office of
the Republic of Bulgaria (BNAO), as a junior partner,
on 1 February 2021 started with the implementation
of the Twinning Project “Improvement of External
Audit and Parliamentary Qversight". The envisaged
period of implementation of this Twinning project
is 21 months and it is expected to be completed by
31 October 2022.

The Twinning project value is 1.5 million euros and
it is funded by EU IPA 2018 funds.

The objective of the Twinning project is to improve
the efficiency and impact of external audit by
further harmonization of the legal framework and
development of methodology tools, as well as by
strengthening SAQ capacity for efficient external
audit. In addition, the project aims to improve
parliamentary control over public funds and to
improve cooperation between the State Audit
Office and the Assembly of RNM.

The activities of the Twinning project are organized
and structured in four components:

Component 1: Enhanced legal framework relevant
to external audit;

Component 2: Improved administrative capacity
and external audit processes;

Component 3: Improved legislative scrutiny
function of the Parliament based on processing
and discussion of SAQ audit reports; and

Component 4: Improved external and internal
communication and IT and IT audit capacities.

The activities implemented in the Twinning project
for a period of 12 months were planned within four
Rolling Work Plans.

The implementation of the Twinning project
activities continues in 2022 in line with the Rolling
Work Plans.



WESTMINSTER FOUNDATION FOR
DEMOCRACY (WFD)

The State Audit Office and the Westminster
Foundation for Democracy (WFD) in the country,

in cooperation with RESIS Institute for Social
Development Research, continued the success story
and quality cooperation in 2021 within the project
"Support for Implementation of SAO Communication
Strategy".

In the past year, three workshops were organized
and successfully implemented to strengthen
knowledge and skills of SAO auditors.

The State Audit Office, UK Foreign, Commonwealth &
Development Office and the Westminster Foundation
for Democracy in the country signed Memorandum
of Understanding formalizing the successful
cooperation so far and the future activities.

At the end of the year, on 20 December 2021, SAQ in
cooperation with the Westminster Foundation for
Demacracy successfully organized event - Working
meeting with stakeholders, which was excellent
opportunity for strengthening communication and
improving cooperation between representatives

of the media, civil society organizations and the
relevant institutions.

UNITED NATIONS ENTITY
DEDICATED TO GENDER
EQUALITY AND EMPOWERMENT
OF WOMEN - UN WOMEN

In June 2021, SAO and the United Nations entity
dedicated to gender equality and empowerment

of women - Un Women in June 2021 signed
Memorandum of Understanding and Cooperation
aimed at promoting implementation of gender
equality obligations in line with national laws and
policies as well as international commitments,

and promoting gender responsive public asset
management and accountability through systematic
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implementation of gender responsive budgeting as
policy making tool.

To meet the objectives set, series of workshops
were held and attended by 90 SAO employees, where
participants were introduced to the methodology
for Gender Responsive Budgeting and initiatives

for improving sectoral programs in many state
institutions from a gender perspective, through the
process of preparing gender budget statements.
SAQ is an institution with high degree of gender
balance, both in the management of the institution
and among the certified state auditors.

UNITED NATIONS DEVELOPMENT
PROGRAM (UNDP)

In 2021, the State Audit Office cooperated with

the United Nations Development Program (UNDP)
within the project "Support to Public Financial
Reform’, funded by the Ministry of Finance of the
Slovak Republic. The focus of this cooperation is

to strengthen SAQ capacity in auditing financial
statements on accrual basis, and to implement
successfully the Public Finance Management
Reform Program by promoting transparency,
accountability, fiscal discipline and efficiency in the
management and use of public funds. To continuing
the cooperation in 2022, SAQ and UNDP signed
Memorandum of Understanding, which defines
future joint activities aimed at more efficient and
more effective state audit system.



PERFORMED
AUDITS



The results of audit activities defined within SAQ Annual Work
Program for 2021 are contained in the following graphic
presentations

Regularity Audit Reports

IT Audit Reports

Audit reports submitted to the
State Commission for Prevention of
Corruption

Audit findings

Audited public expenditures (in
millions)

Follow Up Reviews on the status
of implementation of audit
recommendations
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Performance Audit Reports

Audit reports submitted to the
Assembly of the Republic of North
Macedonia

Audit reports submitted to the
Deputy Prime Minister of RNM in
charge of good governance policies

Audit recommendations

Audited assets / liabilities from the
Balance Sheet (in millions)

Follow Up Review Reports on the
status of implementation of audit
recommendations

Compliance Audit Reports

Audit reports submitted to the
Public Prosecutor's Office

Audited entities

Audited public revenues (in millions)

Corrective entries in the Balance
Sheets (in millions)



Audit activity through figures

AUDIT
OPINION
REGULARITY

CONCLUSION
REGULARITY AUDIT

109

AUDIT COMPLIANCE AUDIT/

REPORTS AuDIT PERFORMANCE AUDIT
96 opinions on 92 opinions on compliance 3 conclusions on compliance

financial st atements with laws and regulations audit as separate audit
Jlunqualified 26 qualified 23 unqualified 39 qualified 7 conclusions on _

opinion opinion opinion opinion performance audit
31 adverse 8 disclaimer 32 adverse 2 disclaimer 2 conclusions on IT audit

opinion of opinion opinion of opinion

1170 &

AUDIT FINDINGS

AUDITEES
942 regularity audit 56 regularity audit
FINDINGS , ,
IN PUBLIC 144 performance audit 63 performance audit
AR n compliance audit 15 compliance audit
13 17 audit 2 17 audit
TOTAL VALUE OF AWARDED PUBLIC AUDITED PUBLIC PROCUREMENT
PROCUREMENT CONTRACTS

in 000 denars
in 000 denars

5.975.562 &

IDENTIFIED IRREGULARITIES IN PUBLIC
PROCUREMENT

in 000 denars

weaknesses in realization of signed public procurement contracts
weaknesses in public procurement contracts signing phase

irregularities in preparation of tender documentation/technical specification
tender documentation contains restrictive elements in relation to competition
irregularities in evaluation of bids

weaknesses in public procurement planning phase



REVENUE AND EXPENDITURE

The total audited public revenue and public expenditure covered with SAQ 2021 Annual Work Program
(see graph below) also includes public revenue amounting to 15.683 million denars and public
expenditure amounting to 17173 million denars, which refer to legal entities in which the state is
dominant shareholder (JSC ELEM and JSC GTC), public enterprises and other institutions.

TOTAL 511.923 MILLION DENARS audited public revenue and 236.060 MILLION DENARS
audited public expenditure with 2021 SAO Annual Work Program

Audited public revenue Audited public expenditure

Contral Budget of 217.686 NN N 12.693

R Macedoriz 161101 2.535

Bucgets o 121.805 NN N 115.718
Funds 109.548 107.048
Budgets of 3393 I I 2829

local self-government units 2048 1651

Health Insurance Fund 182 ‘ |773

budget users 555 552

Political 397 294

parties 642 550

Public 1.744 | |1.953

enterprises 303 292

Other institutions/ 13.939 . .15.220

s domrt stavehacer 1317 1134

Audited public revenue 57.299 - I 71.022

with performance audit 395 807

Audited public revenue 94.878 _ _ 79558

with compliance audit 71.386 69.863

B 2021 Annual Work Program 2020 Annual Work Program in 000.000 denars

ANNUAL REPORT ON PERFORMED AUDITS AND
OPERATION OF THE STATE AUDIT OFFICE FOR 2021



With SAO Annual Work Program for 2021, the scope covered with performance audit in the amount of 61.844

of audited expenditure of RNM Budget for 2020 is million denars, i.e. 26%, and expenditure covered with
80%. The structure of audited expenditure includes compliance audit in the amount of 2416 million denars,
expenditure covered with regularity audit in the i.e. 1%.

amount of 129478 million denars, i.e. 53%, expenditure

Budget coverage through audited expenditure with SAO 2021 AWP

Audited expenditure per budget type Executed budget for Share in %

(in million denars) 2020

1 2 3 4
2020 RNM Budget expenditure (Final account of the 243.241 193.738 80%
Budget of RNM for 2020, Official Gazette of RNM

71/2022 from 22.03.2022)

Budgets of Local Self-Government Units 33.048 2.829 9%



AUDIT RECOMMENDATIONS AND IMPLEMENTATION

In line with the State Audit Law, the legal representative of the auditee is obliged to inform the State Audit
Office and the authority responsible for supervision and control of the auditee's operation on the measures
taken upon findings and recommendations in audit reports within 90 days of the date of receipt of the final
audit report. SAQ follows up on the implementation of audit recommendations within regular audits, follow
up reviews and follow up audits, as well as through the information provided by the auditees.

{174 654

AUDIT
RECOMMENDATIONS

[ | 300 RECOMMENDATIONS FOR WHICH 90 | 354 RECOMMENDATIONS FOR WHICH 90
DAYS' FEEDBACK DEADLINE HAS EXPIRED DAYS' FEEDBACK DEADLINE HAS NOT EXPIRED

| 93 RECOMMENDATIONS FOR WHICH 90 DAYS' FEEDBACK
DEADLINE HAS EXPIRED WITHOUT VERIFIED STATUS

88% 207

REEEEEEEEE mEEEEEEEEE 235 not implemented
ACTING UPON AUDIT RECOMMENDATIONS EEEEEEEEER EEEEEEEEER notimpiemente
RECOMMENDATIONS | WITH VERIFIED R . o

STATUS

2 inapplicable

1 8 MEASURES TAKEN UPON
RECOMMENDATIONS




2020

604

AUDIT
RECOMMENDATIONS

u 604 RECOMMENDATIONS FOR WHICH 90
DAYS' FEEDBACK DEADLINE HAS EXPIRED

942

RECOMMENDATIONS
WITH VERIFIED
STATUS

81%

ACTING UPON
AUDIT
RECOMMENDATIONS

| 62 RECOMMENDATIONS FOR WHICH 90 DAYS' FEEDBACK
DEADLINE HAS EXPIRED WITHOUT VERIFIED STATUS

90 not implemented

43

MEASURES TAKEN UPON
RECOMMENDATIONS

13 inapplicable

2019

498

AUDIT
RECOMMENDATIONS

| 498 RECOMMENDATIONS FOR WHICH 90
DAYS' FEEDBACK DEADLINE HAS EXPIRED

83% 441

ACTING UPON AUDIT i RECOMMENDATIONS

RECOMMENDATIONS WITH VERIFIED

| 57 RECOMMENDATIONS FOR WHICH 90 DAYS'
FEEDBACK DEADLINE HAS EXPIRED WITHOUT
VERIFIED STATUS

STATUS

36

MEASURES TAKEN UPON
RECOMMENDATIONS

73 not implemented

4 inapplicable




AUDIT ADDED VALUE

SAQ 2021 Annual Work Program defines priority activities

aimed at achieving objectives and work tasks i.e. SAQ

strategic objectives. The activities taken for achieving

strategic objectives provide adequate coverage of
audited public funds, professional development of

employees, conducting performance audits on various
programs and projects for achieving accountability and
good governance, review of results in terms of economy,
efficiency and effectiveness of public sector activities,

and informing stakeholders and the wider public on
identified shortcomings in final audit reports.

Key results of SAQ operation in 2021 are visible through

the following:

» support to the Assembly of RNM in fulfilling its
competencies by identifying and presenting

irregularities, cases of illegal operation and possible

cases of corruption and abuse of office;

» providing clear and effective recommendations
to state and other public sector institutions on
improving public funds management;

» contributing to increasing transparency and

accountability in the use of public funds / taxpayers'
funds, and thus improving the quality of life of the
citizens of the Republic of North Macedonia by
delivering services in compliance with the principles
of security in providing services, continuity and
quality of service, transparency, availability and
universal service, protection of users and citizens;
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identifying irregularities concerning tax evasion, non-
payment of public duties and fees in the Budget of
the Republic of North Macedonia, and thus providing
return of invested funds from the Budget of RNM in
SAQ:;

audit on awarding public procurement contracts,
with special emphasis on awarding public
procurement contracts in conditions of pandemic;

providing guidance on capital investments
planning, obtaining necessary funds and monitoring
implementation thereof (with particular focus on
funds provided by international creditors), and
verifying effects of these investments;

following the level of borrowing and contributing to
public finance management.



AUDIT ADDED VALUE

1.743.644

Unpaid / less paid fees
in RNM Budget

121.838

Unpaid / less paid fees in in the
budget of audited municipalities

1.523.941

lllegal use of funds

9.975.562

Total amount of identified
irregularities in public
procurement

36.497.709

Public procurement
coverage with audits

135.320.350

Total assets/liabilities

3.922.995

Corrective entries in
Balance Sheets

in 000 denars



2020 BUDGET OF THE REPUBLIC OF NORTH MACEDONIA

2020 CORE BUDGET OF THE REPUBLIC OF NORTH MACEDONIA

Sound public finance management is one of the top
national priorities, which enables financial stability and
sustainability. The process of preparation, adoption and
implementation of the Budget of the Republic of North
Macedonia aims to maintain macroeconomic stability as
well as stable national economic development.

The Law on Budgets regulates the manner and deadlines
for the key activities of the procedure for preparation
and adoption of RNM Budget. Since March 2020, the
implementation of the Law on Budgets was adapted to
the emerging situation caused by the global COVID 19
pandemic.

With the audit, we concluded that most of the activities
for preparation of 2020 RNM Budget are implemented
in line with the legislation. However, it is necessary to
strengthen the activities and to complete the budget
requests from budget users with strategic plans for
alignment with Government strategic objectives and
for improving the quality of the overall state budget
planning process.

As in previous years, the funds allocated from 2020
Budget for financing the Judiciary did not reach
the legally set percentage. In addition, there is no

2020 CORE BUDGET (637) EXPENDITURE

clear division, nor coordination between competent
institutions to confirm the proper distribution of funds
earmarked for balanced regional development, in line
with the legally prescribed percentage.

2020 RNM Core Budget was adopted in the amount of
191.003.525.000 denars and compared to 2019 is higher
by 23%.

The health and economic crisis had an impact on

the Budget for 2020. With the amendments, the
Budget increased to 204 hillion denars, i.e. around 5%
compared to the originally planned. The budget deficit
also significantly increased to 811% of GDP. compared
to the originally projected at 2.35% of GDP before the
pandemic.

Functional classification of expenditure of RNM Core
Budget (account 637) with the amendments in 2020, is
shown in the following chart:

STRUCTURE-FUNCTIONAL CLASSIFICATION

9 0,
34/033432%
26% 5% 5%
. 17”01EMJ 17% 16% 159
14% ° B 2020 Budget
3 9% 8% first Budget rebalance
second Budget rebalance
Economic Healthcare Education Social Other
affairs security
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The principle of budget balance was observed in
planning revenue and expenditure, which requires total

revenue and inflows to cover the approved Budget funds.

Borrowing inflows were used to cover the budget deficit
to maintain Budget liquidity. In 2020, financing deficit
and debt repayments was provided through foreign and
domestic borrowing.

Total revenue and inflows in 2020 were realized in
the amount of 214.889.324.000 denars, i.e. 35% more

REVENUE AND INFLOWS
IN 2019 AND 2020

Taxrevenue 104377674

5952

4.224.539

[ 354522
1.822.905

8.638.633

36.346.854

Non-tax revenue

Capital revenue

Transfers and donations

Domestic borrowing

JATY) 314
58.531.061

529.580
957.658

Foreign borrowing

Loan repayment revenue

. Realization 2019 Realization 2020

In 2020, tax revenues under jurisdiction of the Customs
Administration and the Public Revenue Office (PRO)
have the highest share of 49% in the total revenue and
inflows, but significantly lower than 2019, when their
share was 71%, due to increased domestic and foreign
borrowing.

In 2020, tax revenues were realized in the amount of
104.377674.000 denars. Largest share of 45% have VAT
revenues. Influenced by the health and economic crisis,

compared to 2019. The increase is mostly due to the
increase of borrowing inflows - domestic 91% and
foreign (663%), and the reduced realization of revenue
compared to 2019 - tax revenue 8%, non-tax revenues
15% and capital revenue 23%.

Realized revenue and inflows in 2019 and 2020 are shown
in the following table:

113.734.588

in 000 denars

in 2020 all types of tax revenues decreased compared
to 2019, and part of PRO activities were aimed at
implementing Government measures introduced for
dealing with the crisis.

Considering PRO current and additional competencies
as well as the structure of its employees, the audit
continuously recommends making analysis of the need
for adequate strengthening and allocation of the HR
resources and improvement of the IT systems, aimed



at effective performance of primary competencies for
administering and controlling tax revenues and public
duties as RNM Budget revenue.

With the audit we concluded that collected gross
amount of Value Added Tax - VAT has decreased by

7% compared to 2019. To determine coverage of VAT
refund with PRO controls, the audit examined a sample
of 122 taxpayers that received VAT refund in 2020. We
found that in the period 2016-2020 no control has been
performed on eight taxpayers (7 %). Considering that
largest part of tax revenues are based on VAT payment,
as well as that irregularities were found in 40% of
taxpayers who received VAT refund, we noted that
increased number of controls would reduce the risk

of illegal actions of taxpayers regarding completeness
and accuracy of VAT calculation and payment. This
would increase Budget revenues, and therefore

we recommended strengthening HR resources by
increasing the number of tax inspectors.

We also identified the need of further adjustment of

the regulation on the manner of PRO action in the event
of deprivation of municipalities' competencies due to
inconsistencies in their work related to property taxes.
Although this is not direct revenue to the Budget of RNM,
having in mind the financial instability and continuous
need for financial support to the municipalities by

the central budget, it is necessary to strengthen their
supervision by the PRO.

In the Core Budget, excises, whose administration is
under the competence of the Customs Administration,
were collected in the amount of 22118.581.000 denars,
which is 11% less compared to 2019.

One of the main competencies of the Customs
Administration is implementation of customs and

excise control in line with the Annual Plan for control of
trade companies. The audit found that 567 companies
are subject to excise control, and the Annual Plan for
2020 covered only 5% of trade companies for excise
control. Insufficient HR resources significantly affect the
functioning of the unit for trade company control and
the number of performed controls.
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The information systems of the Customs Administration
contribute to efficient implementation of controls over
collected and refunded custom duties, excises, fees
and other duties, facilitate trade through accelerated
flow of goods, and improve the security of the supply
chain in line with EU standards and the World Customs
Organization. However, the low percentage of filled job
positions in the ICT department (37%) may affect the
efficiency of implementation of competencies, taking
into consideration the workload and the support of

a large number of applications used by the Customs
Administration.

In 2020, domestic borrowing inflows from issued
government bonds and short-term borrowing from
domestic banks amount to 36.346.854.000 denars,
which is 91% increase from 2019. Domestic borrowing
inflows cover 38% of total inflows based on government
borrowing.

Inflows based on external borrowing in 2020 amount of
58.531.061.000 denars, which is 663% increase compared
to 2019. Inflows from Eurobond issued by RNM on the
international capital market represent 73%.

In the structure of expenditure and outflows of the Core
Budget of RNM for 2020, the largest share of 20.78%
have expenditures for repayment of principal, current
transfers to extra-budgetary funds 1949%, expenditures
for subsidies and transfers 15.21 %,and expenditures for
salaries, rents and allowances 13.89%.

In 2020, total expenditure and outflows were realized
in the amount of 201.058.216.000 denars, which is 32%
higher compared to the previous year.

The share of individual types of expenditure and other
outflows in relation to the total expenditure and outflows
in the Core Budget of RNM for 2020 is shown in the
following chart:



2020 CORE BUDGET EXPENDITURE
AND OUTFLOWS STRUCTURE

Salaries, rents and allowances [HERVA
Reserves and undefined expenditure
Goods and services

Current transfers to extra-budgetary funds [EIJi4
Current transfers to LSGUs [Klif%4
Interest payments
Subsidies and transfers NEFAVA
Social benefits
Capital expenditure

Repayment of principal

20,78%

In 2020, 31142.043.000 denars Budget funds were
transferred to the Pension and Disability Insurance (PDI)
Fund, i.e. 10.81% more compared to 2019.

With the audit, we found that PDI Fund deficit for
payment of pensions in 2020 amounted to 17.286.020.000
denars, which is 29% of the total sources of funds

for payment of pensions and it has increased by 3%
compared to 2019.

PERCENTAGE OF TRANSFERS FROM

THE CORE BUDGET TO COVER CURRENT

DEFICIT OF PDI FUND 2011-2020

The trend of budget funds share to cover PDI Fund
deficit for payment of pensions for the period 2011-2020,
shown in the graph below, points to the continuous need
for financial support of the PDI Fund for payment of
pensions with funds from the Budget of RNM.
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Subsidies amounting to 21.373.057.000 denars were
realized as current transfers to LSGUs through the
competent ministries, which represent 11% of the total
expenditure of the Core Budget in 2020. Compared to
2019, these transfers have increased by 11%.

Block subsidies have the largest share in the transfers
i.e. 87% of the total paid funds to LSGUs, VAT subsidies
participate with 11%, and the share of earmarked
subsidies is 2%.

With the audit, we found that the Inter-Ministerial
Working Group responsible for analyzing the situation
and redefining criteria for earmarked and block
subsidies for municipalities has prepared Report with

18,809,305
e _mess—

2016 2017 2018

In terms of value, the most significant are expenditures
for various transfers amounting to 27.618.662.000
denars, which represent 90% of the total expenditures
for subsidies and transfers. Of these, in 2020 significant
46% are expenditures for Government subprogram P1 -
Measures for coping with COVID 19 crisis.

In relation to capital expenditures, 55% are expenditures
for payment of guarantees, of which 78% for payment

of external debt of PE for State Roads for construction
of highway section Miladinovci-Stip and section Kicevo-
Ohrid, 20% for Macedonian Railways Transport JSC Skopje
for the Project for procurement of new towing vehicles
and 2% for the Project for railway reforms.

The Law on Budgets stipulates that borrowing is a
procedure for creating financial obligation by concluding
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proposals for the competent ministries. However, until
the day of the audit no recommendations have been
implemented.

Expenditures for subsidies and transfers participate with
15% in the total expenditure of the Core Budget for 2020
(30.574427.000 denars), which is 32% more compared to
2019.

In the period 2016-2020, the expenditures for subsidies
and transfers increased significantly and in 2020
compared to 2016 were 3 times higher.

30574427

18,354,648/

2[]:19 20:20 in 000 denars

loan agreement, issuing domestic securities and
obligations under activated state guarantees. The Law
on Public Debt stipulates that for execution of the
Budget of RNM, the Ministry of Finance on behalf of RNM
may borrow up to the maximum amount required for
financing the Budget deficit and for refinancing state
debt liabilities for the current and the next two fiscal
years, defined in the Budget of RNM and the Fiscal
Strategy.

According to Ministry of Finance data, we made
comparison of the Budget deficit, the level of public debt
and the economic growth rate in the period 2010-2020,
presented in the following graph:



PUBLIC DEBT, BUDGET DEFICIT (% OF GDP) AND ECONOMIC GROWTH
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Evidently, the public debt has continuous upward trend
as a percentage of GDP. The same trend is observed with
the deficit, which in 2020 is the largest and amounts to
811% of GDP due to the functioning of the economy in
pandemic conditions.

By analyzing the public debt portfolio through the
objective of borrowing, we found that of the total
amount of public debt of 6483 million euros, 75% or 4.842
million euros was created to finance the Budget deficit,
while 25% or 1.641 million euros was borrowing to finance
projects and investments.

Through the electronic system for reporting and
recording liabilities, Ministry of Finance publishes on
its website quarterly summary reports on reported
liabilities by the entities it should supervise to confirm
whether reported amount reflects entities’ real
obligations.

We concluded that until the day of the audit no
supervision was performed by the Department for
Financial Inspection, although a List of entities that have
not reported on the liabilities was submitted for further
processing. This creates a risk of completeness of

data on reported liabilities on 31 December 2020, which
may have an impact on the preparation of strategic
documents for the procedure of planning and adopting
State Budget for the following period.

Regarding financial instability of municipalities, with
the audit we concluded that in December 2020 out of
81 municipalities, 11 have blocked bank account. Until
the day of the audit, no decision for declaring financial
instability has been submitted, and thus the Ministry
of Finance has not established coordination body for
overcoming financial instability of municipalities.

This situation enables municipalities to create new
liabilities on various grounds, as well as to start new
capital projects, which may deteriorate their liquidity
and their overall financial standing in the future and
create possibility of additional allocation of funds from
the Budget of RNM as financial support, that would
additionally burden the Budget of RNM.



PUBLIC DEBT MANAGEMENT - BORROWING OF THE REPUBLIC OF NORTH MACEDONIA

The performance audit titled “Public Debt Management -
borrowing of the Republic of North Macedonia” covered
the period 2015 - 2020 and subsequently until the date
of reporting on the audit. The audit objective was to
answer the following questions: Is the level of public
debt that exceeded 60% of GDP in 2020 and is expected
to reach 65% of GDP by 2025 sustainable? And does

the public debt management system enable efficient
management of RNM public debt by providing funds
for financing the State Budget at the lowest possible
cost in the medium and long term and with sustainable
risk level, as well as by issuing state guarantees with
sustainable risk level and maintaining efficient and
liquid government securities market?

300,000
2

50,000 m m -16.888
200,000 m 196 561

168.063 180.652
150,000 179 673
161 207 169 356
50,000
17623 18.667 16.974 19.863
Execution Execution Execution Execution
2014 2015 2016 2017
Il TOTAL REVENUE TOTAL EXPENDITURE

Absence of key processes in public investments
management has an effect on the increase of
project costs, and thus on the effective public debt
management.

Due to Covid 19 crisis, public debt increased by 15
percentage points of GDP and public debt limit of 60%
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The entities covered by the audit are Ministry of Finance
and the Public Enterprise for State Roads of the Republic
of North Macedonia.

With the analysis of the fiscal policy and the debt
portfolio, we found that 75% of the total public debt,

i.e. 88% of the state debt is earmarked for financing
the budget deficit due to projected higher expenditure
than revenue. Source of financing is domestic and
foreign borrowing that has major impact on public debt
creation, cost, sustainability and management.
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of GDP was reached, which may call into question

the prudent management of public debt and the
sustainability of the public debt in the future. The
absence of a separate law / bylaw or strategic
document for public finance management in exceptional
circumstances / crisis or emergency poses a risk to the
public debt management.



PUBLIC AND GOVERNMENT DEBT AS % OF GDP
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The public debt management system, with the
exception of certain shortcomings, provides for efficient
management of the public debt of the Republic of
North Macedonia. The opportunity for borrowing to
finance budget deficit for the current and the next two
years, provides for adoption of borrowing decisions
when market conditions are most favorable, but there
is a risk of borrowing that is not approved by the
Assembly of RNM. The process of Budget preparation
does not envisage adoption of a special borrowing

plan by the Assembly of RNM, while the procedures

for issuing Eurobond, negotiating terms of the loan
and granting on-lending loans to public debt holders
are not fully regulated in the legislation, bylaws or
internal procedures. Borrowing with bilateral loan for
construction of highways depends on the conditions
set out in the Agreement for construction, which was
adopted by the Assembly of RNM as a separate law and
this borrowing requires reclassification of guaranteed
into government debt. Insufficient capacities of the
Department for international financial relations and
public debt management in the Ministry of Finance and
its institutional setup have an effect on the efficiency of
public debt management.
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The performance audit will have effect on improvement
of public finance management legal framework by
adopting fiscal rules, borrowing plan and more efficient
public debt management of the Public Enterprise for
State Roads, as well as on improvement of the budget
process in the planning procedure and mandatory
analysis of debt sustainability prior to adoption or
rebalance of the Budget with cautious projections of the
government deficit. In the area of public investments,
for taking activities to reduce the high risk in selection
and implementation of projects. Regarding borrowing
procedures, it is necessary to amend and harmonize
the Law on Public Debt with the draft Law on Budgets,
to envisage bylaws for borrowing with government
securities on the international market, to regulate the
procedure for on-lending borrowing, and to prepare
project assessment methodology before signing

loan agreement or issuing state guarantees. The

audit will also have an effect on taking activities for
increasing resources to implement effective public
debt management and to reduce identified high
organizational risk due to the status of employees in
Ministry's department.



BORROWING OF PUBLIC SECTOR ENTITIES, CREDIT

UTILIZATION RATIO, PAID AND INCURRED EXPENSES

The State Audit Office carried out performance audit on
the topic “Barrowing of public sector entities, credit
utilization ratio, paid and incurred expenses”.

The audit covered the period of signed loan agreements
that are in phase of withdrawal from 2010 - 2020,
although certain areas, issues and events were covered
subsequently until the date of reporting on the audit.

The audit objective was to answer the gquestion:

Are public investments financed by loans realized in
efficient and economical manner?

The audit scope and evidence obtained with audit
techniques and methodology provide basis to express
the following conclusion:

With the conducted performance audit, we obtained
reasonable assurance that financing public investments
with funds from loans from official creditors creates
opportunity for providing funds for large investments on
favorable terms with grace period and longer period for
debt service. The advantages of financing projects for
public sector entities with loans from official creditors
are: combined financing of projects with the possibility
for investment grants through the IPA Instrument

and WBIF Instrument, specifically for road and railway
infrastructure, as well as tax exemptions particularly
favorable for PE for state roads.

We found that the public investment management
system is fragmented with individual borrowing laws
and loan agreements and there is no separate legal
framework for realization of public investments.
Strategic public investment planning lacks national
methodology and project selection criteria. The existing
legal framework lacks efficient system for monitoring
and supervision of projects with procedures and

ANNUAL REPORT ON PERFORMED AUDITS AND
OPERATION OF THE STATE AUDIT OFFICE FOR 2021

competent institutions, and does not establish indicators
for project monitoring. Therefore, timely corrective
measures are not taken for some of the projects to
reduce the risks.

We identified shartcomings in the technical solutions

of project documentation that significantly affect
deadlines for completion of works as well as the project
value. Uncoordinated action of institutions and absence
of active process management have an effect on the
total value of works and the higher costs for the loan
agreements. For the railway infrastructure projects,
there is great uncertainty about the use of received
grants due to the slow dynamics of project realization.

The identified shortcomings point to slow dynamics of
realization of strategic infrastructure projects, increased
project costs through increased construction cost and
higher costs for loans, and thus realization of public
investments financed by loans is not fully implemented
in efficient and economical manner.

Due to extension of deadlines for realization of
infrastructure projects, the effects of public
investments' objectives are delayed for future periods.

In the graphs below, we provide basic information and
ascertained shortcomings for some of the projects that
were subject to audit:



PROJECT:
Construction of highway Kicevo-Ohrid

@ SIGNED
CONSTRUCTION
CONTRACT

<> 411.287.800€

‘%7 January 2018

FINANCING WITH LOAN
905.044.967¢

@ SIGNED SIGNED

ANNEX TO ANNEX TO ANNEX TO
CONTRACT CONTRACT CONTRACT

NO.1 NO.2 NO.3
deadline 205.928220€  186.786.870€
extension to to be used for increase of value

_ variations for additional work



@ it
AGREEMENT
NEW

@ CONTRACT COSTS

VALUE = 38.634.0185
= 598.074.670: Risk of deadline EXTENSION
ADDITIONAL LOAN FINANCING

179.694.572$

SIGNED SIGNED
ANNEX TO ANNEXTO
CONTRACT CONTRACT
NO. 4 NO.5

new spending deadline extension

schedule _
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PROJECT:

Construction of Regional Clinical

Center - Stip

01

SIGNED CONSTRUCTION
CONTRACT
February 2016

1.790.884.000 denars
without VAT

29.028.403 euro without VAT

unforeseen and additional
works included

tz) March 2018

PROJECT REALIZATION

last withdrawal of loan funds in
2017 13.500.000 euro

September 2021
30% of planned works
completed

November 2021 the bank
cancels project financing, non-
withdrawn funds are canceled
13437458 euro

"
5
§Q.’!’ 1’
[ 4
Q.’!‘ ]
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VARIATIONS OF
CONSTRUCTION CONTRACT
3 approved variations

2.221.384.000 denars
without VAT

05

October 2021

Variation no4 submitted to RNM
Government

464.527.000 denars

revised project costs will
increase by 49, 97%

03

ANNEXES TO
CONSTRUCTION CONTRACT
Annex no

deadline extension

t) 3112.2020

Annex no.2

increase of construction
contract value to 430.500.000
denars

Annex no.3

deadline extension
t=3 30.06.2023

1.\"/



The projects of PE Railways of RNM Infrastructure and 2020. Corridor X and Corridor VIII contracts have
started in the period 2012-2014. They are stalled, not been terminated. During the audit period, evaluations for
completed, and from 2018-2019 the degree of realization  selection of new contractors for Corridor X and VIl were
is only 1% on average on a monthly basis, same as in 2019  ongoing.

PROJECT:

Rehabilitation of the east part of
Corridor 8 railway - first section

Signed construction contract in
December 2013 RISK OF DEADLINE EXTENSION

Completion deadline Loan value: 46.400.000€

=114 September 2016
: Withdrawn funds: 31.900.955€
39.753.619
COSTS UNDER
LOAN AGREEMENT

one-time commission

Annex no. 1 Z 766 377€ interest on withdrawals

Deadline extension to interest on non-withdrawals
tz) 20 February 2020

Damages claims approved
4134145

Contract realization e
27.730.000 g~

TERMINATION OF CONTRACT
JUNE 2020

New tender for contractor
announced in July 2021

=



CONSTRUCTION OF NEW AND
RECONSTRUCTION OF EXISTING
SECTION BELJAKOVCE - KRIVA PALANKA,
CORRIDOR VIII

Loan agreement with EBRD COMMISSIONS PAID 6.385.202
145.000.000 One-time commission 1450.000€

Commission for non-withdrawn funds 4.929.000€
Interest on withdrawals 6.202€

Unsuccessful procedure for selection of contractor PROJECT EFFECTS:

“no objection” not received from EBRD

loan agreement signed, costs
per loan agreement paid

contractor not yet selected, in
selection phase
Grant awarded by phase 1is at a standstill,
WBIF Instrument requirement for starting

construction of phase 2
68.558.824

the project should be
operational by 2025

risk of losing grant funds

Annulled

procedure for Reason

selection of delay in Phase 1 - termination
contractor of contract with contractor

Requirements for
loan effectiveness met

» signed contract with consultants for
EIP support
» signed supervision agreement




For the projects covered by this audit, costs amounting to 58 million euros were created for one-time
commission, interest on withdrawals and commission for non-withdrawn funds. Individual borrowing laws

and guarantee laws provide for tax exemptions for some of the projects that reduce the investment cost.

WITHDRAWN
11 AUDITED PROJECTS LOAN FUNDS COSTS
Construction of highway section Kicevo - Ohrid 505.044.966S 382.598.046 38.634.019S
National Roads Program 181.000.000€ 90.774.210€ 7.091.325€
Kicevo Ohrid, additional financing 179.694.5738 / /
Construction of new and reconstruction of existing section
T g 145.000.000€ 1450.000€ 6.384.940€
Upgrade and development of section Rankovce - Kriva Palanka  73.000.000€  32.347.299€ 1.655.085€
Construction of express road Stip - Radovish 64.000.000€ 64.000.000€ 2.890.219€
Water supply and wastewater drainage in
municipalities i RNM 50.000.000€ 40140.000€ 3.038.865€
Rehabilitation of the railway on Corridor
8 first section Kumanovo - Beljakovce 46400.000€ 31.900.955€ 2.166.377€
Construction and modernization
e e s Gt < 5 26.937458€ 13.500.000€ 320.098€
Corridor 10 overhaul project 17600.000€  16.318.013€ 1.308.761€
Financing road section Kriva Palanka - Deve Bair 10.000.000€ 5100.000€ 255129€

TOTAL COSTS: 57.998.830€

To overcome the above-mentioned shortcomings, we have given recommendations to the competent
institutions based on the results of the performed audit aimed at improving and enhancing economy and

efficiency of the overall public investment management process.
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EFFECTIVENESS OF GOVERNMENT MEASURES ON
GENDER EQUALITY AND APPROPRIATE GENDER BUDGET
INITIATIVES

The objective of introducing the concept of gender
equality of women and men in all institutions is to
reduce the gap between women and men in all parts

of society. The concept relies on best national and
international practice, because gender equality is one
of the key aspects for prosperity of the whole society as
well as country obligation arising from the Agenda for
Sustainable Development 2020 - 2030.

To provide necessary information and data on whether
activities taken by competent institutions at central
level provide conditions for promotion of gender
equality, and line with SAO Annual Work Program for
2021, we conducted performance audit on the topic
"Effectiveness of Government measures for gender
equality and appropriate gender budget initiatives”. The
audit covered the period 2018-2020, although certain
issues and events were covered subsequently until the
date of reporting on the audit.

The performance audit was conducted to assess the
state of affairs of gender equality in the country and in
the institutions in RNM and to contribute to increasing
the effectiveness of the process of introducing

gender equality by identifying certain shortcomings

/ inaccuracies in the laws and bylaws, competences,
financing, HR resources, communication and cooperation
of institutions responsible for setting up gender equality
in RNM, monitoring level of realization of objectives and
measures, and activities taken by competent institutions
to improve the situation in the audited area.

6 Census of population, households and apartments in RNM in 2021 -
1.836.713 inhabitants

GENDER
EQUALITY

RNM POPULATION®
BY GENDER:

2021

49,6% @



The performance audit covered the Government of the
Republic of North Macedonia - General Secretariat;
Assembly of the Republic of North Macedonia; Ministry
of Labor and Social Policy; Ministry of Defensg;

Ministry of Finance; Ministry of Foreign Affairs; Ministry
of Environment and Physical Planning; Ministry of
Economy; Ministry of Education and Science; Ministry of
Agriculture, Forestry and Water Economy; and Agency of
Youth and Sports.

Questionnaires were submitted to six political parties on
the state of affairs and measures taken for promotion
of equal participation of women and men in political
parties.

The scope and evidence obtained with application of
audit technigues and methodology provide basis for
expressing the following conclusion:

Measures and activities taken by competent institutions
are not sufficient to ensure effective implementation

of the concept of equal opportunities for women and
men in the processes of creation and implementation of
policies, monitoring achievement of gender responsive
budgeting goals at all stages of palicy creation cycle

- problem identification and assessment, budgeting,
implementation, monitoring and evaluation, and
achieving UN SDGs of Agenda 2020 - 2030.

Competent institutions in RNM at national level have not
fully implemented the measures and activities planned
and set in the current Strategy for Gender Equality,
National Action Plans and Operational Plans. In addition,
due to the lack of measurable indicators, the progress
achieved and fulfillment of specific goals cannot be fully
monitored.

The Assembly of RNM has not adopted the National
Strategy for Gender Equality 2021 - 2026.

We identified insufficient coordination and
communication between the competent institutions,
lack of financial resources for implementation and
enforcement of the process of gender equality and
gender responsive budgeting.
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At institutional level, it is necessary to take on activities
for raising awareness of the importance of gender
equality of managers in institutions, for improving HR
resources to implement the process of gender equality,
as well as continuous professional development of
employees on gender equality.

Activities and the manner of implementation thereof
are not precisely defined; conditions are not completely
created for implementation of the process of gender
responsive budgeting in all phases, which includes
problem assessment, budgeting, implementation,
monitoring and evaluation by the competent institutions
in the country.

The Law on Budgets does not regulate the concept of
gender responsive budgeting and the other laws are
not harmaonized in relation to gender equality, which
contributes to untimely and incomplete fulfillment of
gender goals.

The programs envisaged with gender budget
statements have not set appropriate measurable
indicators and there is no summarizing of achieved
results and progress to enable decision-making

for the future course of the programs. We found
absence of systematized job positions of gender
equality coordinator in the ministries and larger state
administration bodies, which does not ensure continuity
in the implementation of the process of gender equality
and gender responsive budgeting.

There is a need to strengthen the role of the
Commission for Equal Opportunities for Women and
Men, to assess the impact of regulation on women and
men and to implement post-legislative oversight.



Gender structure of managing administrative
servants per institution

@ n Q E The above influences the effectiveness
of implementation of gender equality

process and the slow dynamics of
implementation of gender responsive
budgeting by state administration
MOLSP bodies at central level, which aims to
ensure that planned and allocated
funds are equally taken into account
Q ﬁ a ﬂ and meet the needs, interests and
priorities of both women and men.
Realization of necessary activities in
the area subject to audit will contribute

to improvement of gender equality in
MOFA RNM, and thus to the overall process of

gender equality in RNM.

a ﬁ m ﬂ The performance audit activities aim
to help competent institutions to focus
on achieving the postulates set for
improving the situation with gender

equality in RNM in the future.
MOEPP MOAFWE

Gender structure of administrative
servants per institution
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ASSEMBLY OF THE REPUBLIC OF NORTH MACEDONIA

The Assembly of the Republic of North Macedonia is a
representative body of the citizens and holder of the
legislative power in the country, consisting of 120 MPs
elected in general, direct and free elections by a secret
ballot.

We performed audit on the financial statements of the
Assembly together with compliance audit for 2020.

Pursuant to the Law on Use and Disposal of State-

Owned and Municipal-Owned Items, the Government

of the Republic of North Macedonia may temporarily

or permanently grant use of state-owned real estate

to state bodies, legal entities established by the state,
municipalities, municipalities in the City of Skopje, the City
of Skopje, citizens' associations and foundations, with or
without compensation.

We point to the need of intensifying activities and
cooperation with the Government of the Republic of North
Macedonia for obtaining title deed granting ownership
rights to the property where the Assembly is located and
performs its functions.

In the audit report, we point out the need for the
Assembly in cooperation with local self-government units

to provide conditions for contact between the MP and
citizens in his/her constituency, in accordance with the
planned number of offices for contact with citizens.

The rights and competencies of MPs are defined in

the Law on Members of Parliament and in the Rules of
Procedure of the Assembly of the Republic of Macedonia.
The MP is obliged to attend sessions of the Assembly
and the working body of which he/she is a member, as
well as to participate in the work and decision-making

of these bodies. In case of impediment, he/she is

obliged to inform timely the President of the Assembly
or the president of the working body and to state the
reasons for the absence. We concluded that the Rules of
Procedure regulate the manner of recording presence of
MPs, the manner of informing about MPs absence, as well
as activities and measures in case of absence for which
the President of the Assembly is not natified. However,
the Rules of Procedure do nat define when the absence
would be considered justified or unjustified.

The presence of MPs from the first and second
parliamentary composition at the sessions of the
Assembly held in 2020, according to the submitted
attendance records, is shown in the following chart:

Presence of MPs from first and second parliamentary

compositionat Assembly Sessions in 2020

80% 67

70%

60%

50%

40%

30% 25

18; ] ] —
attendance per attendance per attendance per attendance per
MP - up to 30% MP - from 31 MP - from 61 MP - over 91%

to 60% to 90%

[l number of MPs-first composition
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PROPERTY MANAGEMENT

INVENTORY OF ASSETS, RECEIVABLES AND LIABILITIES OF THE OFFICE
FOR GENERAL AND COMMON AFFAIRS OF THE GOVERNMENT OF RNM

We performed compliance audit on the topic “Inventory
of assets, receivables and liabilities of the Office for

General and Common Affairs of the Government of RNM".

With the audit, we ascertained several shortcomings,
including:

» inventory of assets, receivables and liabilities of
0GCA is incomplete and in certain segments is not in
accordance with the legislation;

P part of the inventory lists are incompletely signed;

CITY TRADE CENTER (GTC) JSC SKOPJE

The building of the City Shopping Center Skopje is
located in the most attractive central city area and is
an important commercial and administrative complex,
with particularly favorable location conditions. It started
working in the 70s of the last century, as a result of

the new urban layout of the city of Skopje after the
earthquake and an attempt to integrate economic and
social values with architectural values and aesthetics.

» due to lack of internal records of real estate and
not established organizational unit in charge of
registering real estate used by OGCA, the real estate
cannot be entered in the accounting records;

» factual situation was not ascertained with the
inventory, and data in business books / accounting
records are not adjusted with the factual situation of
receivables, liabilities and off-balance sheet records;

» reasons behind identified differences with the
inventory were not determined, and

P the reports of inventory commissions do not
realistically present the situation of assets and
liabilities of OGCA, although the inventory report was
approved by the responsible person.

City Shopping Center AD - Skopje (GTC AD Skopje),
was transformed into a joint stock company in 1996,
established by the Public Enterprise for Management
of Housing and Business Premises of the Republic of
Macedonia.

The condition and movement of share capital in 2019 and
2020 is presented in the following table:



Shareholder capital movement 2019/2020 in GTC JSC Skopje

Number of shares Number of S %’ share
shareholders o 2 in%
Shareholders
2020 2019 2020 2020

JSC for managing business
premises in state 1.801.589 1.801.589 1 9758
ownership
GTC JSC Skopje 19470 19470 1 1,05
Employees of GTC JSC

P ) ’ : 10.558 10.764 79 206 0,57
Skopje
Physical persons 9.086 8.880 51 206 049
Legal entities 5.544 5.544 43 03

T kopje -

GTC JSC Skopje 7 7 : 0

unidentified shareholder

1.846.325 1.846.325

As of 3112.2020, the building of GTC covers an area » 59 business units on 5402,38 m2 have been leased,
of 119.553,78 m2, and it has mixed ownership. GTC JSC
Skopje owns 70.20% of the total area and 29.80% are sold
business premises.

56 business units on 5.394,04 m2 are free business
space, and

» 473 business units on 35.622,53 m2 are sold.

The complex has 588 business units, with a total usable

area of 46418,95 m2 of which:
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Complex JSC GTC area in m2 as of 3112.2020

50% B Property of
0,80 JSC GTC Skopje
40% Sold area
inm2

26,70
30%
20% 4610
10% 22,48

2,30
0% 1,63
GTC (basement Buildings Communication space,
to 3rd floor) (1st to 5th floor) quays, terraces,

Most of the remaining area owned by GTC JSC Skopje of
55110 m2 or 66% is communication space (quay, terraces
and catwalks), for which there are costs for current and
investment maintenance and hygiene. 26.877 m2 or 32

% is business space from basement to the 3rd floor and
1.944 m2 or 2% is business space in residential buildings
from 1st to 5th floor. Most of the attractive business
space that can be rented for generating income has
been sold.

In 2020 started project activities for the following capital
projects: "Adaptation of lanterns on the roof of fifth
facade’, "Rehabilitation of the roof covering on the fifth

1

facade”, and in cooperation with JSC ESM “Construction

Revenue from re-invoicing
of utilities for 2020

B Heating and cooling
Electricity

B Water
Garbage collection

Maintenance

walkways

of photovoltaics on the roof of the City Trade Center”.

GTC JSC Skopje invoices owners and tenants of business
premises on a monthly basis for utility costs (electricity,
heat and cooling, consumed water and garbage), and
invoices only the owners of business premises for
current and investment maintenance of common areas
of the City Trade Center.

In 2020, these revenues amounted to 151.032.000 denars,
with most or 50% referring to revenues generated from
invoicing costs for current and investment maintenance.

50%
23%

\ 23%
e




With the performed audit, we ascertained the following
shortcomings:

» lack of documents for long-term strategic planning
with long-term strategic development goals;

» lack of control mechanism for issuance of invoices,
which affects completeness and accuracy thereof;

» not established internal audit that should contribute
to improving operation and increasing effectiveness
of the internal control system of GTC JSC Skopje;

» the manner of preparation of invoices for
current and investment maintenance is not in
full compliance with the adopted Decision on the
manner of invoicing, which affects the accuracy and
transparency of realization of revenues on that basis;

» invoicing expenditures for: current maintenance,
electricity and heating is not completely in
accordance with the Decision and methodology, and
it has not been changed for a long time, although the
legislation in this area has changed;

P inconsistencies in the manner of conducting
inventory of assets and sources of funds;

» unrealistically presented supplies of goods and
materials due to their technological obsolescence;

EFFECTS OF COVID-19 PANDEMIC

To mitigate consequences of the socio-economic crisis
caused by Covid-19, in 2020 and 2021 the Government of
RNM adopted six packages of economic measures. The
measures covered and supported business entities from
the private and public sector and citizens, protection

of the liquidity of the economy, protection of jobs, and
taking care of vulnerable categories of the population,
S0 to ensure sustainability of national economy and to
create conditions for easier overcoming of economic
consequences of Covid -19 pandemic.
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» the right of ownership of the land and part of
the business space of GTC building has not been
registered, which may affect the legal safety of the
property;

» the value of the business structure is not realistically
and objectively presented in the financial
statements, for the part that belongs to GTC;

» with the establishment of GTC, activities for its
privatization were taken and significant part of
the attractive business premises were sold, either
through sale of shares or by auction, until February
2007 when the Board of Directors at that time
adopted Decision on stopping sales of business
space. The sale of business premises, especially with
shares, caused imbalance between the number of
shares in the Central Securities Depository and the
ownership of the business premises, bearing in mind
that 29.80% of business premises of GTC were sold;

» discrepancy between the value of share capital
recorded in the business books and the registered
founding investment in the Central Register of RNM
and the Statute of GTC and

» inconsistencies in the implementation of public
procurements.

SAQ Annual Program for 2021 included three
performance audits for assessing effectiveness of
economic measures adopted by the Government of
RNM for coping with the crisis caused by Covid-19. SAO
identified shortcomings and problems faced by the
institutions involved and made recommendations for
creating efficient system for planning, implementation,
reporting and monitoring in state of emergency or
crisis, for unimpeded dealing with consequences on the
economy at national level.



SAQ covered planned funds for assistance for dealing
with pandemic consequences for 2020 and 2021, which
caused expenditure, i.e. have direct fiscal implications
on the Budget of RNM, in the amount of 35409.940.000
denars or about 576 million euros. We also covered
measures for financial support for subsidizing
contributions and payment of salaries (988.307.000
denars), which were returned to the Budget of RHM

in a smaller amount and 448.698.000 denars as one-

time financial support to individuals and legal entities
from certain activities without data on returned funds.
This has caused reduced budget revenue amounting
t0 1437.005.000 denars or about 23 million euroes. In
addition, we covered economic measures that have
economic impact and do not have fiscal implications,
which as of 3010.2021 were planned in the amount of
3473.250.000 denars, i.e. 56.5 million euros.

GOVERNMENT ECONOMIC MEASURES FOR COPING WITH THE

CRISIS CAUSED BY COVID-19 PANDEMIC

SAQ carried out performance audit on the topic
"Government economic measures for coping with

the crisis caused by Covid-19 pandemic” to answer

the question whether there is an efficient system of
planning, implementation, monitoring and reporting on
national economic measures for coping with Covid -19
consequences.

The performance audit covered the period from 18
March 2020 to October 2021, and certain issues and
events were covered subsequently until the date of
reporting on the audit.

Respecting the activities taken by the Government

of RNM for quick response and amortization of
consequences of the health and economic crisis caused
by COVID-19 virus, in terms of providing normative
conditions for dealing with consequences of the
pandemic, it was concluded that:

Types of Decrees with the force of Law

B Original Decrees

Decrees with the force of law
for application of specific law

Decrees for amending existing
decrees with the force of law

Decrees with the force of law for
termination of previously adopted
decrees with the force of law

» The Assembly of RNM has not confirmed the five
Decisions of the President of RNM to determine
the existence of a state of emergency throughout
the country for protection and dealing with the
consequences of the spread of COVID-19 virus, while
the Constitutional Court of RNM has issued Decisions
for non-initiation i.e. rejection of initiatives for
starting procedure for assessing constitutionality of
part of the Decisions, and

» by declaring state of emergency and until its
completion, the Government of RNM has adopted
250 Decrees with the force of law, of which 43% are
for amending existing Decrees due to the uncertain
dynamics in the development of the pandemic;
however, it is also an indicator that adoption of
Decrees was done without comprehensive planning,
analysis and evaluation.

1%

43% 16%

=

\  40%



When planning economic measures for coping with
the crisis and the consequences of Covid 19, we point
to the need for policy making and implementation of
government measures to be executed with medium
and long-term strategic planning at national level, by
defining strategic priorities and priority objectives,
activities for their realization and expected results,

to ensure monitoring of results and successful
implementation of economic measures and effects on
the national economy:

» during planning and designing the six packages of
economic measures, no assessments and analyses
were made on the potential impact and the impact
of measures on the economy as a whole;

» planning economic measures that have direct fiscal
implications on RNM Budget is not reflected in the

amendments to the medium and long-term planning

at national level;

Categorized Government economic
measures for 2020 and 2021

B Financial support for payment of
salaries

Financial support for different
categories of citizens and professions

B Direct support for national
economy

Financial support for
agriculture

Support to healthcare
and social sector

Financial support for PEs, JSCs in
state ownership and LSGUs
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» long-term strategic document for dealing
with health and economic crisis caused by the
pandemic has not been adopted, with set goals,
policies, activities and measures to ensure better
preparedness and ability to respond more effectively
to crisis in the future; and

P thereis lack of goals, activities and indicators for
measuring effects of measures taken to create a
"path to economic consolidation” of the Covid-19
crisis, which makes it difficult to monitor the success
of implementation and lacks future directions.

The largest part of realized funds is for financial support
for payment of salaries, followed by allocated funds

for support of development and consolidation of the
national economy, funds for healthcare and social
sector, as presented in the chart below:

4%

17%
b

0,

42%

-—

\ 4%



Regarding implementation, monitoring and evaluation
of effectiveness of economic measures for dealing with
the pandemic, we found shortcomings that have caused
reduced transparency and accountability and have made
it difficult to assess the efficiency of implementation

of financial resources and the impact of measures on
the economy. We also detected shortcomings referring
to incomplete system of reporting on and monitoring
realization of allocated funds, i.e. shortcomings that
make it difficult to monitor effects of economic
measures and their contribution to stabilization and
efficient recovery of the national economy, as follows:

P absence of integrated system for recording
economic measures with data on planned and
earmarked assets, number of business entities
or citizens covered with the measure, source of
funds, number of submitted and approved requests,
availability of the measure, degree of utilization, and
non-used funds and the reasons for non-realization;

» volume of planned funds for interest-free credit
lines, selection of activities affected by the
pandemic, and unequal criteria for approval of
all credit lines created by the competent state
authorities, do not create equal opportunities for
‘recovery” from Covid-19 consequences on business
entities in the country;

» funds amounting to 918.328.000 denars or 15 million
euros were paid for financial support to public
sector entities without established criteria for
selection of institutions and municipalities that were
granted financial support; the approved funds were
not earmarked and no controls were performed:

» for the economic measure new markets,
competitiveness and liquidity, we found that as of
3110.2021, 69% of the business entities that were
granted financial support have not submitted report
on the project implementation (investment plan), and
the Ministry of Economy and the General Secretariat
have not conducted controls; and

» despite ongoing activities for introducing gender
perspective, implementation of equal opportunities
for women and men barely contributes to reducing
gender inequalities in the economic sphere in
Covid-19 crisis period.

Based on the audit results, we gave recommendations
to the competent institutions aimed at improving
realization of competencies of the institutions in the
country, and providing added value, strengthening and
creating efficient system of planning, implementation,
reporting and monitoring in state of emergency or crisis
for unimpeded dealing with the consequences on the
economy at national level.

Ministry of Economy and the Government of RNM
conducted controls upon audit recommendations of
the Draft Report of the Certified State Auditor. Some
business entities that have not fulfilled contractual
obligations returned the financial support funds

in the Budget of RNM in the amount of 24.825.000
denars or 400 thousand euros. For the other business
entities, activities were initiated for activation of bills
of exchange and bill of exchange statements in the
form of a notary deed with executive clause, which will
return funds in the Budget of RNM in the amount of
238.684.000 denars or about 3.8 million euros.



MEASURES AND POLICIES TAKEN TO
SUPPORT EMPLOYMENT AND PROFESSIONS
AFFECTED BY HEALTH AND ECONOMIC CRISIS
CAUSED BY COVID-19

We carried out performance audit on the topic
“Measures and policies taken to support employment
and professions affected by the health and economic
crisis caused by COVID-19" to answer the question "Are
measures for financial support of employment and
professions affected by the health and economic
crisis caused by COVID-19 are effectively created,
implemented, controlled and monitored, and is there
adequate reporting on effects of measures taken?
aimed at increasing effectiveness of measures and
policies for successful management of COVID-19
pandemic and support for jobs.

The pandemic caused by COVID-19 virus that emerged
in December 2019, caused health, economic and social
crisis worldwide and created significant challenges with
considerable health, socio-economic consequences,
affecting the labor market and rising unemployment.

To deal with the consequences of Covid-19 crisis, RNM
Government, from 19.03.2020 to 20.04.2021 adopted six
packages of economic measures. The audit covered
planning and implementation of the six packages

of economic measures in 2020 and 2021 concerning
measures for financial support for subsidizing

BASIS FOR TERMINATION OF EMPLOYMENT

B Agreed termination of employment
Dismissal from employer
[ Worker resignation
Economic and structural reasons
[ Bankruptcy or liquidation
B Termination of activity

Expiration of a fixed-term
employment contract

Other

7 Source: Employment Agency of RNM
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compulsory social insurance contributions, financial
support to employers for payment of salaries, financial
support for self-employed individuals, cash benefit for
all unemployed persons from 11 March to 30 April 2020,
as well as measures for support of professions affected
by the health and economic crisis - support for athletes,
independent artists and cultural workers.

This performance audit covered 36% of the total planned
funds for 2020 and 2021 through the Government
program P - Measures for dealing with COVID-19 crisis,
i.e. 12.637534.000 denars (205 million euros), of which
11.512447.000 denars were realized.

The crisis caused by the spread of COVID-19 caused

job losses in the country and large losses of workers'
incomes, which caused decrease of consumption of
goods and services. According to data provided by the
Employment Agency of RNM, from the beginning of the
pandemic until 3112.2020, 17.022 workers lost their jobs’.
The basis for termination of employment is presented in
the graph below.

1%




Emphasizing the importance of adopted economic
measures for support of employers, self-employed
individuals and professions, as well as their impact
on mitigating effects of the pandemic, we identified
certain shortcomings in the audited areas as follows.

In the area of legal framework and creation of
measures and policies for support of employment
and professions affected by the health and
economic crisis:

» absence of legal regulation of the term pandemic
and its connection declaring state of emergency
and strategic planning with clearly defined goals
and performance indicators;

P absence of written analyses and assessments in
creating measures to support employment in the
decision-making process; and

» weaknesses and ambiguities in the regulations
with the force of law and adopted laws for
defining conditions for granting support without
providing evidence, monitoring the return of
financial resources and unequal approach for
violations committed at different times.

In the area of procedures for awarding and
implementing measures for financial support of

employment and professions affected by the health and

economic crisis:

» with the audit on the procedures for granting
support for the measures®, we found that the
decrease of revenue of over 30% for the months
for which the applicant applies as a requirement

for the support, is not checked by the PRO, because

systemic check is impossible. It creates a risk of

providing financial support to beneficiaries that have

not met the required condition;

» we covered 422.851.000 denars paid funds to public
and private sector entities in addition to the fourth
package of economic measures for payment of
salaries and one-time assistance to employees,
based on RNM Government Decisions for 2020. The

funds are allocated without criteria for selection of

beneficiaries, requirements for support, amount of

approved funds and refund obligation, which results

in insufficient transparency and subjectivism and
unequal treatment of beneficiaries;

»

in the Decisions for approval of funds from RNM
Budget for 2021 as one-time financial support, based
on public calls in the amount of 448.698.000 denars,
there is no prescribed manner of reporting by legal
entities to confirm the number of employees, as

well as for the manner of control after the use of
allocated funds, which creates a risk of not returning
funds to RNM Budget for legal entities that have not
fulfilled the conditions;

lack of comprehensive, harmonized and integrated
record keeping of RNM Government for the approved
and realized financial support by measures, as

well as inconsistent approach for informing on the
implementation of measures by the competent
institutions. This results in reduced transparency and
accountability in the spending of funds and does not
provide conditions for measuring effects.

In the field of control mechanisms, monitoring and
evaluation of achieved results:

» following the implementation of measures for

financial support of employers for payment of
salaries, PRO has determined that some employers
- beneficiaries have not paid salaries to the
employees. The number of employers who did

not pay salaries until January 2022 is 135 for 435
employees for the used support amounting to
6.317.000 denars, which results in non-earmarked
spending of granted financial support;

out of 36.837 employers - beneficiaries of support
for the period April-June and October-December
2020, PRO and / or State Labor Inspectorate carried
out external controls of 103 beneficiaries with 1404
employees, most of which are joint coordinated
controls. The share of controls in relation to the total
amount of financial support for the above period is
0.53%. The beneficiaries of support for the period
February-March 2021 for which 1.665.917.000 denars
were paid have not been covered by external control;

the total calculated obligation for return of funds
by the beneficiaries of measures for 2020 is
1.356.062.000 denars, as presented in the table
below.

8 Subsidizing contributions, financial support to employers for payment of salaries, including support to self-employed individuals.



in 000 denars

Natural person
- Natural person who o
Legal entities performing independent
employs workers -
activity
Return

obligation

Total
Calculated Calculated Calculated calculated
refund refund refund refund
Number amount Number amount Number amount amount

Measure for
subsidizing 688 32.647 137 2.719 35426
contributions

Financial
support for
payment of
salaries April,
May and June
2020

6154 877216

760 55.207 1480 41267 1.236.002
Financial
support for
payment of
salaries October,
November and
December 2020

3.214 262.252

Rejected grant

applications

and financial 428 84.634 84.634
support refund

obligation

Total for all
measures

1.256.809 41.267 1.356.062
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Institutions in RNM do not have records for returned
financial support per beneficiary and do not have
complete data on the number of employers that have
(not) fulfilled the obligation to return financial support
within the set deadlines and amount. This results in
reduced revenue in RNM Budget.

» according to MoF data, we determined that for
the period April-June and October-December 2020,
legal entities beneficiaries of financial support for
payment of salaries and subsidies of contributions
have returned funds in RNM Budget in the amount
of 367.755.000 denars. This is 29% of the calculated
return obligation (amounting to 1.256.809.000
denars). For natural persons, return decisions
(amounting to 99.253.000 denars) were issued in
December 2021, and beneficiary data were not
presented to the audit;

» when converting the financial support as non-
refundable grant, procurements for usual business
activities of the beneficiary were recognized, which

Number of unemployed
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are not a condition for non-refundable support
because the decree on financial support for payment
of salaries does not specify which procurements to
be recognized,

» lack of comprehensive analysis for measuring
effects of measures for maintenance of supported
jobs creates a risk of decreased accountability in the
performance assessment of measures for financial
support for payment of salaries and subsidizing
contributions, as well as for taking additional
measures for creating new measures to support
employment.

We found that regardless of the large number of
supported employers for payment of salaries to
employees, according to data from the Employment
Agency, the number of unemployed persons from
11.03.2020 until 12.2020 is constantly increasing, and until
October 2021, it is presented in the following graph:
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The identified shortcomings of the measures for
financial support of employment and professions
affected by the health and economic crisis from
Covid-19 point to the need of improving efficiency of
competent institutions in planning and implementing
future measures for preserving jobs and reducing the
economic consequences of the pandemic.

The funds that are not fully returned to the Budget

of RNM for the measures for financial support for
subsidizing contributions and payment of salaries, as
well as the one-time financial support to individuals and
legal entities from certain activities without data on
return result in reduced Budget revenue for 1437.005.000
denars or about 23 million euros.

We found that employers and natural persons -
beneficiaries of measures for subsidizing contributions
and payment of salaries, who did not fulfill the obligation
to return the financial support within the set deadlines
in RNM Budget, have caused lower Budget revenue

for 988.307.000 denars. The unforeseen manner for
confirming utilization of allocated funds from the

sixth package of measures for 2021, as one-time
financial support to individuals and legal entities from
certain activities, has caused reduced Budget revenue
amounting to 448.698.000 denars.

EFFICIENCY OF MEASURES TAKEN AND POLICIES FOR REDUCING

EFFECTS OF THE PANDEMIC IN THE TOURISM SECTOR

We carried out performance audit on the topic
"Effectiveness of measures taken and policies for
reducing effects of the pandemic in the tourism sector”
to answer the question “Are measures and policies
taken by RNM Government and competent institutions
intended for developing tourism and reducing effects
of the pandemic crisis in the tourism sector? "

Holders of policies and activities for tourism
development and mitigation of effects of the pandemic
crisis in the tourism sector are:

» RNM Government - defines national economic and
development policy and creates economic measures
designed for dealing with Covid 19 crisis;

» Mok Department for Tourism and Hospitality - takes
on measures for implementing laws in the field of
tourism, prepares and implements work programs
and strategic documents, proposes systemic
measures and creation of tourism policy and
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» Agency for Promotion and Support of Tourism, whose
primary function is promotion of Macedonian tourist
centers and facilities abroad.

Regarding the legal framework of tourism sector, we
identified the need for amendments due to difficulties
in the implementation of the legal solutions. This leads
to difficult implementation of tourism development
programs.

With the analysis of the National Strategy for Tourism
Development 2016-2021 and the Action Plan 2013-2021,
we found that the implementation of planned activities
is not monitored and there is insufficient level of
implementation of Action Plan activities, which affects
planning, creation, adoption and implementation of
policies and measures in the field of tourism.



Concerning realization of program activities of
competent institutions in the field of tourism,
we identified continuous reduction of funds for
this purpose in the period 2018-2021, with the
exception of 2020.

This refers to the Annual Programs of the
Ministry of Economy, where auditors determined
reduction of their financial resources every year.
In 2020, due to the Government Measures, there
is no reduction of the financial resources for the
program activities.

The audit identified the need of improving
institutional capacity, cooperation and
coordination of activities at central and local
level and setting up Tourism Committee as a
body of highest rank responsible for tourism
in the country. With the termination of the
Coordination Body for Tourism, there is no full
coordination between institutions and holders
in the tourism sector, and individual action has
reduced the influence of the sector in creating
intervention policies for dealing with COVID-19
crisis, type of measures, their timely adoption
and fast realization.

Regarding economic measures for dealing

with the pandemic, we identified absence

of documentation for prior analysis and
assessment, which serve as basis for planning
scope and necessary funds for each economic
measure, and conditions and criteria for
allocation. The absence of analysis of the impact
of measures and defining objectives to be
achieved in the short, medium and long term
makes it difficult to monitor the success of their
implementation and lack of future guidance for
action.

RNM Government has not set up a system for
monitoring each measure separately. Central
database has not been developed and published
with information on the level of realization of
each individual measure with data on planned
funds, number of business entities and citizens
for which the measure is intended, sources of
funds, degree of utilization and unused funds,
reasons for non-realization of the measure.

We identified low degree of implementation of
measures in the tourism sector presented in
detail in the following table:



in 000 denars

Measures that cause direct Budget expenditures, i.e. have direct fiscal implications

Plan of
Implementation
Package Measure funds for the  Used funds Unused funds Users g y I
measure ’
Domestic tourism
704106 386172 317934 64.788 55%
voucher
Il Grant for tour guides 9.800 5.070 4730 78 52%
g Crentfortravel 116,850 79.820 37030 276 68%
agencies
Refund of tourist t
v euna ortourist tax 120000 57824 62176 214 48%
for 2019
Financial support
for hotels operating
Vv outside tourist centers 64.600 / / / /
that did not use
vouchers

v Financial support for 86100 52300 32,800 258 61%
travel agencies

Financial support for agregate

2429 79
tour guides data / /

Vi

Vi Free 50,000 PCR tests no data / / / /
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Regarding control over fulfillment of conditions for granted financial support
to travel agencies from the sixth package of measures, it was concluded that
the manner of control has not been defined, no competent institution has been
selected to perform the control, and no measures have been defined in case of
non-compliance with criteria and not refunding of the financial support.

HEALTHCARE

HEALTH INSURANCE FUND OF THE REPUBLIC OF NORTH MACEDONIA

We audited the financial statements of the Health healthcare institutions has decreased by 74%, which
Insurance Fund of the Republic of North Macedonia increased the risk of recognition and payment of
(HIF) together with compliance audit for 2020 and we healthcare services in form and scope different
ascertained the following: from the factual one. According to information

presented to auditors, 83 controls were performed
at healthcare institutions in 2020, compared to 472
in 2019.

P weaknesses in internal and field controls for
confirming objectivity of invoiced medical
interventions realized by PHIs. Due to the health
crisis in 2020, the number of field controls at

Controls performed and irregularities identified 2019 - 2020

250933 :
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the lowest number of controls was performed
at healthcare institutions for hospital health

care, whose contractual fees are the highest,
and irregularities were found in 85% of cases;

weaknesses in the functioning of HIF IT system,
primarily in continuous lack of IT staff, lack

of IT strategies and outdated IT policies and
procedures for IT security, outdated server
structure and incomplete functionality of the
application modules;

irregularities and non-compliance with
deadlines for performing controls and
asserting contractual penalties, which resulted
in not sanctioning healthcare institutions that
did not act in accordance with concluded
agreements with HIF;

lack of controls for the payment of maternity
leave benefits, due to which benefits were paid
when insured persons were paid salary for
effective working hours;

weaknesses in the procedure for referral

for treatment abroad of insured persons, i.e.
adequate legal protection is not provided and
there is no control, i.e. system for monitoring
and analysis of the success of the treatment.
HIF has recorded advance payments for
treatment abroad to foreign healthcare
institutions amounting to 209.772.000 denars,
for which there is no accurate information
on the status of treatment due to unsecured
medical and financial documentation;

irregularities in the implementation and
realization of public procurement contracts, as
well as weaknesses in outsourcing, etc.
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In the paragraph Emphasis of Matter, we point to:

4

the manner of payment for performed services
to healthcare institutions, indicating that actual
purchase of services provided by the Law on
Health Insurance has not been provided. At

the same time, attention should be paid to

the shortcomings that occurred in PHIs due

to the health crisis caused by COVID-19 in

2020. Namely, in 2021, 106 out of 116 PHIs have
become unsustainable due to significantly
lower volume of services realized in relation to
the agreed fee;

absence of complete information on
receivables based on unpaid contribution for
health insurance and extremely uncertain
collection of receivables that occurred until 31
December 2008.

In the paragraph Other Matter, we inform on the
following:

»

in conditions of pandemic, due to non-provision
of appointments in PHI and not signed
agreements with PHI for Covid 19 diagnosis,
insufficient healthcare services were provided
for insured persons at the expense of the Fund.
According to data published by the Institute

of Public Health, since the beginning of the
pandemic on national level, 1.962489 tests have
been done in 33 private and public laboratories,
of which 1.337.238 PCR tests, and the rest are
rapid antigen tests. The structure and trend

of PCR tests performed and the number of
laboratories public and private healthcare
institutions from the beginning of the pandemic
in March 2020 until March 2022 are shown in
the graphs below.



Number of PCR tests
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The number of tests and the price of these services in
private laboratories in different periods point to outflow
of funds of the citizens in the private health care.
Calculated by the lowest price of 1400 denars according
to publicly available information and 819.240 tests® made
in PHI in two years, it is an amount of around 18.6 million
euros, not taking into account the rapid antigen tests
and higher prices of up to 5.500 denars per test;

» there is unequal ratio in performance of
cardiovascular-surgical healthcare services
in 2019 and 2020 between private and public
healthcare institutions. Namely, HIF has concluded
agreements with three public and two private
healthcare institutions amounting to 1.254.330.000
denars, of which 95% of services are performed
in private healthcare institutions, and the rest in
public healthcare institutions. Most PHI services
were performed by PHI University Clinic for state
cardiac surgery, which, even though it has qualified
staff, it does not have necessary facilities, and
thus it adversely affects the scope of health care.

9 Published data from the Institute of Public Health
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Therefore, it is necessary for the Ministry of Health to
undertake activities to provide necessary conditions
in PHIs, to achieve greater competitiveness of public
healthcare in performing cardiovascular-surgical
healthcare services. The volume of healthcare
services will not cause additional outflow of
significant funds to PHI, and will have an impact

on reducing outflow of funds to public healthcare
institutions;

the reference prices of healthcare services and the
List of medicines borne by HIF are not updated;

The National E-Health Strategy has not been adopted
and the Electronic Health Card is non-functional.



AGENCY FOR MEDICINES AND MEDICAL DEVICES OF THE REPUBLIC OF NORTH MACEDONIA

We audited the financial statements of the Agency for
Medicines and Medical Devices of the Republic of North
Macedonia (MALMED) together with compliance audit for
2020, and we ascertained the following:

»

not all legally prescribed registers have been
established, which affects the transparency of
procedures conducted by MALMED, as well as the
information for the professional and the wider
public;

the inventory of assets and liahilities is not fully
implemented:

persons are hired with employment contract
without clear and precise definition of professional
qualifications, job tasks and responsibilities, and
payments are made without submitting proof

/ report of the work performed, nor proof of
attendance at the job;

13 temporary commissions and working groups

were formed whose activities are not of temporary
character, in which MALMED employees are also
members. The commissions and working groups
were continuously engaged during 2020 in relation to
activities that are part of the regular work tasks of
employees;

the manner of recording, calculating and collecting
revenue is not regulated, there is no analytical
record of revenues, and thus there is no data on
the amount of collected revenues for each type of
certificate or approval issued:;

in the procedure for placing a medicine on the
market, there are no control mechanisms that will
ensure promptness in the actions of assessors for
making expert assessment, and thus large number
of requests have not been resolved;

in the procedure for registration of medical devices,
there is lack of control mechanisms for ensuring
uniform and accurate treatment of paid fees,
resulting in collection of less revenue amounting
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t0 12.861.000 denars. This affects the completeness
of the revenue and puts the applicants at a
disadvantage;

the procedure for classification or registration of
medicines that are issued without prescription lacks
uniform practice of treatment, i.e. there are products
with the same generic name and strength from one
manufacturer registered as a medicine, and from
another manufacturer registered as border product;

in some public procurement procedures we found
inappropriate application of provisions of the Law on
Public Procurement, etc.

In the paragraph Emphasis of Matter, we disclose the
following:

4

insufficiently regulated manner of use and
realization of surplus income of MALMED;

it is impossible to monitor the level of utilization

of issued approvals for import in the EXIM system,
which state the allowed quantities, nor there

is access to aggregate data, which limits the
performance of analysis for summarizing the work
results and for taking action for improving the
process of issuing approvals for import of medicines
and medical devices;

uncontrolled performance of clinical examinations,
inappropriate treatment, neglect of the public
interest and subjective determination of the fee for
PHI where it is performed;

during 2021, Amendment to the Law on Medicines
and Medical Devices was adopted, which enabled
requests for placing vaccines on the market to

be submitted by legal entities that do not have
registered office in RNM. This enabled procurement
and import of vaccines for treatment of COVID - 19,
but this solution does nat overcome the problem

if a need arises for placement of medicines on the
market for treatment of another infection that could
cause epidemic or pandemic.



PUBLIC HEALTHCARE INSTITUTIONS

SAQ Annual Work Program for 2021 covered five public
healthcare institutions in primary and tertiary health
care as follows: Health Center Bitola, Center for Public
Health Bitola, Dental Clinical Center, and University Clinic
for State Cardiac Surgery and University Institute for
positron emission tomography.

The performed audits on the financial statements and

the compliance audits have identified shortcomings that

for the most part are continuously repeated and have
been reported on in previous annual reports for other
PHIs. These shortcomings refer to:

4

weaknesses in internal controls for written work
procedures, control activities during signing

and realization of public procurement contracts
and confirmation of reliability and objectivity of
financial documentation, defined competencies and
responsibilities of the persons involved in the work
processes;

irregularities in the conducted inventory of assets
and liabilities;

non-transferred right to permanent use of buildings
and land;

inconsistencies in the manner of recording tangible
assets and maintenance of equipment;

irregularities in recording and monitoring use of
medicines and other medical supplies;

untimely recording and payment of liabilities;

unresolved activities for timely collection of
receivables for performed healthcare services and
unsecured completeness of revenues for performed
healthcare services;

inconsistencies in outsourcing;

unsecured consistent observance of the provisions
of the Law on Public Procurement in the procedures
for awarding public procurement contracts and
monitoring implementation of signed contracts, etc.

In the paragraph Emphasis of Matter, we report on the
following:

unpaid receivables of PHI from the Ministry of Health
for performed healthcare services under Health
Care Programs from previous years, for which 2020
programs do not provide funds. Thus, collection of
these receivables by the competent ministry in the
following period is uncertain;

implementation of the Program for Prevention of
Cardiovascular Diseases is inappropriate and it is
necessary MoH to reconsider the need for further
continuation of the Program in the coming years in
the same scope and manner as before;

the facility of the Clinic for State Cardiac Surgery is
insufficient and with unresolved property status. It is
necessary MoH to take on activities for overcoming
these shortcomings.

In the paragraph Other Matter, we point to the following:
» despite the legal obligation of MoH to set up National

system for financial and accounting operations and
Central system for registration of working hours for
the needs of PHI, these systems do not function. It
is necessary to undertake activities for reviewing
these legal solutions and the possibilities for their
implementation and functionality;

MoH need to take on activities for implementation
of legally envisaged regulation of the functioning of
laboratories and the laboratory activity to ensure
safety and comparability of results from conducted
laboratory examinations in the laboratories in the
country.



ENERGY

EXPLOITATION OF WATER RESOURCES FOR ELECTRICITY

PRODUCTION 2012 - 2021

We performed compliance audit to answer the question
whether competent institutions ensure legality in

the process of planning and granting concessions,
issuing water rights permits, their monitoring, mutual
communication and exchange of information, as well

as full and accurate collection of concession fees and
water use fees.

With the performed audit, we ascertained several
shortcomings.

It was determined that the strategic documents were
adopted without strategic environmental impact
assessment and did not meet the set objectives for
construction of large hydropower plants (HPPs), and
thus did not achieve the set mandatory objectives for
participation of renewable energy sources in the total
final energy consumption.

21%

21%
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Although the strategies envisage construction of 7

large HPPs for greater utilization of the technical hydro
potential, which would achieve additional participation of
over 26% in the total electricity needs, the activities so
far have been mainly focused on construction of SHPP,
and with their complete construction a marginal share
in the total needs would be achieved.

Public calls for 61% of granted concessions for SHPP
were announced before the adoption of the strategic
documents. They are guaranteed purchase of the entire
electricity production according to legally provided
preferential tariffs, and participate with 4% in the total
domestic electricity production in 2020.

Fossil fuel power plants

[ Natural gas thermal power plants
Large hydropower plants
Small HPPs preferential producers

B Power plants on other renewable
energy sources



The procedures for granting concessions for use

of water for electricity production were conducted
without environmental impact assessment, and partly
without concession project study, based on outdated
hydrological data. Thereby, no concession agreements
were signed for 62% or 70% of locations announced by
MoE and MoEPP due to weaknesses in the planning and
selection of locations.

Weaknesses in issuance of permits and inefficient
control by competent institutions enabled use of water
without secured water law permit. Due to absence of

a water book, MoEPP did not have complete data on
received applications and issued water law permits, and
the same is not available for inspection services.

The approval of reports for environmental protection is
done without adequate review of possible impact on the
environment, which creates a risk of certain negative
impact of SHPP construction on river ecosystems and
natural biodiversity.

Inadequate planning, complex procedure in several
institutions and non-compliance with deadlines for
acting upon caused delay of necessary documentation
for some SHPP and prolonged start of work or
termination of contracts, and thus part of the
concessionaires were placed in unequal position.
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MoE and MoEPP do not have sufficient capacities and
mutual coordination for monitoring the concession
activity, in conditions when the register of concessions
for water use is not regulated, and the register of
awarded PPP contracts in MoE is incomplete.

The State Environmental Inspectorate does not
have enough water management inspectors, does
not conduct efficient planning and coordination in
performing inspections of hydropower plants and
has not provided protection of documentation and
transparency of its work.

The existing legal provision for calculating without
defining the fee as a percentage of the production

price of electricity has resulted in fee payers to apply
production prices calculated in their own way or to apply
sales prices.

The established method of calculation and monthly
payment of fee for water right and its recording only in
the trade books of electricity producers does not provide
continuous monitoring and control, nor the possibility to
ensure full and regular collection of the fee.

Consequently, it was concluded that SHPPs as
preferential producers did not pay 22.841.000 denars in
the Budget of RNM, which is 41% of the total calculated
fee.
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The audit points out that for some assigned locations there is a delay in the
procedure, which cannot be attributed as a fault of the concessionaire, while
some are located in the National Park protection zone and thus it is certain that
contracts will be terminated with possible fiscal implications for RNM.

JSC POWER PLANTS OF NORTH MACEDONIA IN STATE OWNERSHIP (JSC ESM SKOPJE)

We audited the financial statements of JSC Power Plants
of North Macedonia in State Ownership Skopje (JSC ESM
SKOPJE) together with compliance audit for 2020.

With the performed audit, we ascertained the following
shortcomings:

»

In the period 2011 - 2020, significant amount of
funds was invested in projects that have not been
completed and equipment that has not been

put into use. For realization of the projects and
procurements, contracts were signed in the amount
of 1.328.104.000 denars or approximately 21.5 million
euros. These projects and procurements refer

to implementation of integrated computerized
business information system - BIS, procurement of
equipment for improving telecommunications and
networking, procurement of goods from the “system
for monitoring movement and measuring quantities
of coal and measuring activities of accompanying
mechanization for PE Rudnici in REK Bitola", Hydro
Power plant Boskov Most - construction of dam

and accumulation, Lukovo Pole - drafting project
proposal for renewable energy, construction of new
administrative building - Office building of JSC ESM
Skopje, reconstruction and extension of the facade
for the administrative building of JSC EVN Macedonia
and JSC ESM Skopje, and other expenditures related
to consulting services, opinions on feasibility studies
and other examinations, which were not used for
realization of specific projects.

The project for modernization of Block 1in REK

Bitola was not realized. In the period from 2011 until
the day of issuing of the audit report, the project

has caused unproductive expenses amounting to
1.296.211.000 denars (about 21 million euros). The
largest portion of the expenses i.e. 55% are legal fees
for representation in arhitration proceedings and
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costs arising from the lost procedure. Additionally,
39% of the expenses are based on paid advance and
withdrawn credit funds for loan insurance and 6% for
commitment fee for not withdrawn approved funds
from the credit line for financing this project.

The performed inventory of assets and liabilities at
the end of the year was not complete and not in
line with the Rulebook on performing inventory. For
a long period, there is a quantitative discrepancy
of 2.505.956 kg between the fuel oil recorded in

the accounting books and the fuel oil shown in the
inventory lists and the value of the difference is
62.650.000 denars (calculated at the average prices
on 31 December 2020).

Even though JSC ESM Skopje has title deeds, due to
lack of detailed and accurate data in the business
books, the auditors were not able to confirm the
area and ownership. For the land granted for
permanent use with a decision of the Government of
RNM, where new administrative building is being built
- Business building of JSC ESM Skopje, no procedure
has been initiated for securing the title deed.

Weaknesses were identified in the application of the
Public Procurement Law, inter alia, in determining
estimated value of procurements, proving required
ability within the procedure and in the contents of
the technical specification. Since JSC ESM Skopje

is not obliged to apply the provisions of the Law
when the subject of procurement is energy or fuel
for energy production, it announces public call for
transparent implementation of these procurements.
The certified state auditor points to the need of
adopting procedure for planning and conducting
public calls for procurement of fuel for electricity
generation.



»

»

Inadequate records of provisions for reclamation of
degraded land and their annulment affect the double
presentation of expenditures in the previous period,
as well as incorrect presentation of income from
provisions in 2020.

Weaknesses were identified in established internal
controls in the process of management and
operation of the IT system. Internal controls are not
in line with international standards on IT security
and best practice and pose a risk to the system
operation.

The Emphasis of Matter paragraph points to the

following issues:

Need for providing permit for compliance with

the operational plan of the thermal power plant

REK Bitola, as a requirement for its operation and
control of sulfur dioxide and dust emissions arising
from its activity. In the period 2019 - August 2021,
measured emissions of sulfur dioxide and dust were
continuously above the allowed limit values, which
affects the quality of the environment and the health
of citizens.

Need for procurement of building and land in the
central area of Skopje for a total value of 123.787.000
denars (excluding VAT), taking into consideration
that in 2013 activities were commenced for
construction of new administrative building for JSC
ESM headguarters, and the renovation of the facade
of the existing administrative building has been
canceled.

Review of decisions made for financing activities
that are not within the main activity of the company,
such as giving loans to entities in the amount of 134.7
million denars, due to their impact on the operation
of the company, its liquidity and profitability.

» Disclosure of possible plans for “Popova Shapka -
Tetovo", which is a subsidiary within ELEM TOURS
DOOEL Skopje, for its concession, public-private
partnership or sale. The purpose of these plans
is to improve the conditions in the ski center,
accommodation facilities and tourism development,
as well as the financial standing of ELEM TOURS
DOOQEL Skopje. The audit pointed out when making
decisions to take into account the loans granted
so far to ELEM TOURS DOOEL Skopje, as well as the
significant investments in the period 2012-2020.

» Separate overview in the audit report describes
the situation in RNM regarding possible sources of
electricity generation, the role of JSC ESM Skopje
in the energy system in the country, the revenue it
generates from the sale of electricity, the problems
it faces in terms of coal reserves and the price
offered for electricity by the universal supplier.

The total installed capacity for electricity generation in
RNM is 2.06 GW and maostly comes from the operation
of thermal power plants and hydropower plants. The
largest producer of electricity in RNM is JSC ESM Skopje
with around 70% of the total installed capacity. RNM has
relatively high dependence on electricity imports, with
an average share of imports of about 30%. Due to the
depleted and limited quantities of coal, ather sources
of supply are considered, such as transition to other
energy sources™.

10 Energy Development Strategy until 2040 (Official Gazette of RNM no. 25 from 05.02.2020)



Realized revenue of JSC ESM from
sale of electricity 2018-2020
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The graph shows a decreasing trend of revenue from
sale of electricity to the universal supplier (which is
used for the economy and the households), as well as
decrease in revenue based on sale of surplus electricity,
i.e. sale on the free market. In 2020, given the small
amount of surplus electricity and power produced,

INFORMATION SOCIETY

only two sales auctions were conducted. With the
liberalization and the increased competition on the
European energy market, JSC ESM Skopje could face the
risk of reduced revenue from sale of electricity, and thus
reduced profitability.

INTEROPERABILITY BETWEEN PUBLIC SECTOR INSTITUTIONS

We carried out IT audit as performance audit on the
topic "Functionality of the platform for interoperability
between public sector institutions’.

The audit objective was to answer the question: Is the
interoperability platform functional?
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The audit concluded that the platform is operational,
but there are certain shortcomings that have significant
impact on its functioning and utilization, as follows:

P state administration bodies, RNM Government,
ministries, LSGUs and other institutions, are behind
with the legal obligations for digitalization of



procedures, and at the same time there is little
interest in joining the interoperability platform for
providing digital services to citizens and institutions;

» from 01.01.2019 to 3112.2021, 338 days or 31%
of the total number of days in that period the
interoperability platform lacks maintenance
contract;

P thereis constant shortage of IT staff in MISA and the
institutions that are connected to the interoperability
platform;

P thereis absence of a government body for
coordination and monitoring of development
and upgrades of the systems used by several
institutions in accordance with adopted development
documents, strategies, action plans;

» there are no certified systems and security check
thereof;

» only 2.93% of the institutions are connected to
the platform, which are legally obliged to use the
platform for data exchange in electronic form and
provision of electronic services to citizens;

» despite the connection of new institutions, the
total traffic on the platform by years is slightly
decreasing. The average value of processor load on
the central point of the platform is 6%;

» instead of decreasing, the unit cost for transmission
of one message has increased over the years.

To overcome identified shortcomings, we gave
recommendations for improving state of affairs in
management and development of the interoperability
platform, defining strategic framework for managing
the platform through precise action plans and clearly
defined IT risks and ways to manage these risk.

INFORMATION SYSTEM FOR REGISTRATION, EXAMINATION
AND EMPLOYMENT IN THE AGENCY FOR ADMINISTRATION

We carried out IT audit as compliance audit on the
information system for registration, examination and
employment in the Agency for Administration for
realization of competencies for employment in public
administration, as well for examining compliance of the
information system processes with laws, policies and
standards applied by the Agency.

Based on the conducted audit, we identified the
following shortcomings:

P the system provides confidentiality and integrity
of data, as well as availability of the system for
registration and administration of candidates for
employment in public administration, with the
exception of updating databases for conducting
exams for administrative officer and administrative
management;

» the information system, including: hardware,
communication networks, software applications
and data are available to users at any time for
performing work activities, as well as to candidates
in the process of creating account and taking exams,
with the exception of restricting network access to
the computers for taking the exam;

P security principles for the use of resources are not
followed, i.e. there is absence of access control
policies;

> the existing legislation is complete and provides
adequate and sufficient legal framework for
implementation of procedures for employment of
administrative staff, but the Agency has not complied
with the provisions regarding restriction of network
access to computers for taking exams and updating
exam database of questions;



P the Agency has not prepared strategic and planning  sensitive job positions so to define procedures for
documents concerning continuity of activities, IT increased supervision and control, drafting continuity
policies and procedures for IT security; plan, preparing plan for replacement of employees,

setting up an emergency team, developing IT policies

and procedures, conducting and documenting periodic
inspections of the exam implementation system,
procuring sophisticated network devices to conduct
appropriate segmentation of Agency's network,

Recommendations were given for overcoming preparing procedure for changes in the list of questions
ascertained shortcomings in relation to strengthen and “four eyes’ contral.

capacities in the IT and support unit, identifying

» human resources in the IT and support department
and the Department for selection of candidates for
employment have not been adequately filled, and
sensitive job positions have not been identified.
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JUSTICE AND SECURITY

MINISTRY OF INTERNAL AFFAIRS

We audited the financial statements of the
Ministry of Interior (Mol) for 2020 together with
compliance audit.

The audit identified several shortcomings as
follows.

In conditions of complex and dispersed
organizational setup of the Ministry of Interior,
it is necessary to intensify activities for
determining value of buildings and land used
by the Ministry of Interior to have complete
records of the real estate available to the
Ministry.

Ministry of Interior has several warehouses for
storing supply of materials, spare parts and
small inventory, gas stations for purchased
fuel for the needs of official vehicles, as well
as canteens for Mol employees. Due to the
volume and the heterogeneous character of
transactions, and the specific functioning, it is
necessary to regulate the manner of valuation
of inventories during their issuance, for
unimpeded monitoring of their status.

Having in mind the size and complexity of
activities performed by Mol as a large public
sector entity in terms of financial resources,
number of employees and distribution
throughout the country, it was determined
that filled out job positions in the internal
audit department and the number of audits
performed during the year affect the volume
of information received by the manager
about Mol work and recommendations for
improvement.

Regarding implementation of Mol
competencies related to annual inventory

of assets and liabilities, it was concluded
that it is not complete and has not been
fully implemented in accordance with the
laws, bylaws and internally adopted acts that
regulate its implementation.

With the performed inspection on the
implementation of public procurement
procedures and full compliance with the
provisions of the Law on Public Procurement,
increased transparency and competition in
the implementation of procurements and
realization of public procurement contracts,
we made recommendations for the realization
of some of framework agreements, in order
to prepare individual public procurement
contracts and a written request for abiding
by agreement deadlines to the holder of
procurement.

Ministry of Interior, in addition to the funds
from the Budget of RNM, generates revenue
based on fees for services provided for issued
passports, ID cards, driver licenses, traffic
licenses, license plates and for providing
assistance to other legal entities.

In 2020, 79% of the total revenue are revenues
from services for issued forms and license
plates, as presented in the graph below:



Revenue from issued forms through regular and urgent procedure
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With the performed analysis of the supply of In the paragraph Emphasis of Matter, we disclose
payable forms (certificate of citizenship, traffic that in line with the Law on the National Security
license, driver's license, certificate of probation, Agency (NSA), NSA should start its operation on 1
weapon license), biometric forms (passports, ID September 2019, as an independent body of the
cards and driver's licenses) and license plates, it state administration with capacity of a legal entity.

was concluded that the software of the Sector for For unimpeded operation of NSA, all real estate and
Internal Affairs - Skopje is not functional and there movable property, equipment, accounting records,
is no possibility for be serviced. documentation, archives and means of work used
by the Security and Counterintelligence Directorate
are assigned to the NSA. During 2020, based on
eight decisions of RNM Government, the fixed assets
and small inventory are handed over in possession
of NSA. However, the handover of real estate,
information and telecommunication equipment has
not been done yet.

Ministry of Interior is currently entering data in the
integrated software system for material-financial
operations on the level of each Sector for Internal
Affairs, and its full implementation is expected to
establish complete and timely records of all changes
in the supply of payment forms for each Sector
individually and at the level of the entire ministry.
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MINISTRY OF JUSTICE

We audited the financial statements of the Ministry of
Justice for 2020 together with compliance audit.

With the performed audit, we ascertained several
shortcomings.

There is no functional internal audit unit to minimize
weaknesses and improve processes of risk
management, control and management, incomplete
inventory of office furniture procured for the needs of
the Basic Criminal Court, payment of funds have not
been fully processed by agreement and no activities
have been taken to provide documentation on the right
of use of real estate for some regional departments of
the ministry.

We pointed out that for realistic presentation of the
status of land in the business books of the ministry, it is
necessary to initiate procedure to RNM Government for
adopting Decision for transferring the right of use of the
land where the courts are located.

MINISTRY OF JUSTICE - DIRECTORATE FOR
EXECUTION OF SANCTIONS

SAQ audited financial statements of the Ministry of
Justice - Directorate for Execution of Sanctions for 2020,
together with compliance audit.

With the performed audit, we ascertained several
shortcomings as follows.

Need of regular calculation and payment, in coordination
with competent authorities, of compulsory health
insurance contributions and contributions based

on disability and bodily injury caused by work injury

or occupational disease for persons serving prison
sentences and serving educational measure in a
correctional facility, as well as filling out job positions
and proper functioning of the internal audit.

We also pointed out systemic weaknesses related to
electronic bracelets and the system for monitoring

Ministry of Justice needs to continue activities aimed
at full handover of procured office furniture, which
by Decision of RNM Government has been assigned
for permanent use to the Basic Criminal Court, and is
recorded in the accounting records of the Ministry.

Based on a signed contract, the Ministry has paid funds
for leasing premises of the Administrative Court, and
by Decision of RNM Government in 2018, the Court has
received for permanent use, cost-free real estate -
building, which until 2021 has not been used.

In addition, the Ministry has made payment based

on court decisions for monetary compensation to
persons unjustifiably deprived of liberty, which cannot
be foreseen and planned, and may result in spending
budget funds from other items and disrupting the
normal execution of Ministry's activities.

and implementation of detention measure in RNM,

i.e. it is not yet active. The competent institutions in
cooperation with the Directorate need to take measures
and activities to enable operability and uninterrupted
functioning of the electronic surveillance equipment, in
order to perform the probation works and to provide
efficient system of electronic surveillance during
execution of the measure of house arrest on the entire
territory of RNM.

We also pointed to the activities of the Directorate

for implementation of the Project “Reconstruction of
penitentiary institutions in the Republic of Macedonia’,
based on framework loan agreement with the
Development Bank of the Council of Europe, which
provides for reconstruction and construction of



Idrizovo Penitentiary, Skopje Prison and construction of
Kumanovo Prison and Tetovo VPD. The investments for

the facilities in KPD Kumanovo in the amount of 3.967.000
denars and KPD VPD Tetovo in the amount of 250159.000

denars have been completed and the procedures for

handing over the ownership right to the institutions are
underway, i.e. issuing use permits and title deeds from
the competent institutions in RNM.

PENITENTIARY AND EDUCATIONAL-CORRECTIONAL FACILITY SKOPJE PRISON

With the performed audit on the financial statements
of the Penitentiary Institution Skopje Prison for 2020
together with compliance audit, we ascertained the
need for additional staffing of the department for
resocialization of convicts, in particular the department
for treatment with educators and instructors for work
training so to not call into guestion the process of
resocialization of convicts.

It is also necessary to set up internal audit, adopt
accounting policies for preparation, presentation and
disclosure of financial statements and explanations to
the financial statements, to set up accounting records

COURT OF APPEALS SKOPJE

We audited the financial statements of the Court of
Appeals Skopje for 2020 together with compliance
audit, and ascertained the need of full functioning of
the system of internal controls, inventory of obligations
to suppliers by determining the legal basis, origin, age
structure and reasons for the occurrence, as well as
the need for accurate and timely accounting records of
uncollected receivables based on court lump sums and
their presentation in financial statements.

We pointed to systemic weaknesses with regard to the
need for adoption of an act by the Supreme Court of
RNM, which should determine the amount and manner
of determining lump sums as costs in proceedings.

There is a need to regulate the manner of calculation of

for material assets at disposal of the Penitentiary
Institution Prison Skopje, accounting records for receipt
and issue of supplies, to carry out inventory of assets,
receivables and liabilities in the manner provided by the
legislation, and to define the age structure of liabilities
towards the Ministry of Interior, which cover 99% of total
outstanding liabilities and refer to performed services -
assistance in escorting detainees and convicts.

We also concluded that some public procurement
procedures do not provide full transparency and
competition between economic operators.

work experience supplement when calculating salaries
of judges and court clerks.

We made an analysis of the number of unresolved
cases" from previous years, newly received cases,
resolved and other unresolved court cases for the
period 2018-2020, presented in the graph below.

11 Annual reports on the operation of the Court of Appeals Skopje for the period 2018-2020
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Status of court cases in the Court of Appeals Skopje 2018 - 2020
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In 2020, the number of received cases has decreased by 26% compared to the previous
year. However, the number of unresolved cases remain significant 35% per year.

BASIC COURT TETOVO

With the audit on the financial statements of the Basic
Court Tetovo for 2020 together with compliance audit,
we identified the need of establishing material records
of fixed assets, conducting inventory as prescribed by
law and signing contract for reimbursement of costs for
utilities with the users of the premises.

Regarding collection of the court lump sum, we
ascertained the need for keeping records for collected
court lump sum in the court accounting and setting
up accounting records of unpaid receivables based on
court lump sum.

It is also necessary to have full insight into the status
and movement of deposit funds in individual cases, to
supervise material-financial operations with the funds of
deposits and seized items, and to make an inventory of
received funds based on court deposits.

12 Official Gazette of RNM no. 42/2012

The Basic Court in Tetovo keeps cases that have been
confiscated by a final decision in misdemeanor and
criminal proceedings, which have not been taken over by
the Agency for Management of Confiscated Property.

Based on the Law on managing mavement of cases
in courts® the President of the Court has established
working body for managing movement of cases in the
Basic Court in Tetovo.

Analysis of the number of unresolved cases® was made
and it was determined that the Basic Court in Tetovo
failed to surpass the influx of newly received cases with
the increased number of unresolved cases, despite the
fact that the number of resolved cases in relation to the
total number of cases is increasing from 85% in 2018 to
93% in 2019 and 2020.

13 Annual reports on the operation of the Basic Court Tetovo for the period 2018-2020



TRAFFIC, TRANSPORT AND COMMUNICATIONS

RAILWAYS OF THE REPUBLIC OF NORTH MACEDONIA - JSC TRANSPORT

SAQ audited the financial statements of Railways of the
Republic of North Macedonia - JSC Transport Skopje for
2020, together with the compliance audit.

We identified the need to set up complete system

of internal controls and operating procedures that
will ensure functioning, monitoring and development
of stable financial management and control in all
organizational units.

The company uses outdated IT system for which it is
necessary to take measures to identify IT risks, as well
as to overcome shortcomings in the IT system so to
prevent possible accidents and non-functionality.

The calculation of salary for the employees is not in line
with the legal provisions and the collective agreements
- the coefficients for each job position that are
determined in the Rulebook on internal organization and
systematization are not harmonized with the concept of
gross salaries.

In addition, the estimated value of assets based on
the recorded goodwill initially recognized in 2007 is
unrealistic, when the capital, assets, rights, liabilities
and employees of PE Macedonian Railways were

divided into two legal entities, PE Macedonian Railways
Infrastructure and JSC Macedonian Railways. The manner
of conducting inventory with separate act has not been
determined, the annual inventory as of 3112.2020 has

not been fully implemented and depreciation has been
calculated without assessing the useful life of assets
and their factual / real condition. Short-term receivables
from buyers and short-term liabilities toward suppliers
are not objectively presented and they originate from
1991.

Inconsistencies have been identified in the procedures
for awarding public procurement contracts and non-
compliance with their provisions, which does not ensure
full transparency and competition among economic
operators.

In the paragraph Emphasis of Matter, we point to
continuous annual loss of the company, insufficient
funds per year for subsidizing costs of passenger traffic
from the Budget of RNM as a service of public interest.

PUBLIC BROADCASTING ENTERPRISE MACEDONIAN RADIO TELEVISION SKOPJE - MRT

SAQ audited financial statements of the Public
Broadcasting Company Macedonian Radio Television
Skopje (MRT), established by the Assembly of RNM, and
identified the following significant shortcomings:

P weaknesses in the established internal controls in
MRT operation that pose a risk for the successful
risk management, key economic operations,
segregation of duties and the established
supervision over activities;

» not adopted strategic, planning, program acts and
bylaws that may affect planning, operation and
development of MRT;
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P the content of the act for organization and
systematization of some job positions does not
state requirements for specific type of professional
background and description of job tasks. In
addition, there are incomplete files of employees
and incomplete evaluation of some employees,
which may contribute to filling out vacancies
with personnel that does not possess required
qualifications and knowledge for the job position;

» internal acts and manner of salary calculation
are not fully harmonized with the applicable legal
regulations;



no internal audit unit has been established to
contribute to better risk management, control and
governance;

registration of the share capital of the company has
not been performed in the trade register and the
register of other legal entities in the Central Register
of RNM;

inventory of assets and liabilities at the end of the
year is not carried out in full and in accordance with
the Rulebook for conducting inventory;

irregularities in the manner of recording inventories,
which resulted in not recorded expenditures for part
of the consumed supplies;

data on measures taken for collection of receivables
older than five years are missing, as well as the
possibility for their collection;

irregularities in the manner of planning,
awarding public procurement contracts and their
implementation.

Structure of revenue 2015-2020
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The following shortcomings were disclosed in the
paragraph Emphasis of Matter:

» expired mandate of the Program Council and its

impact on the election of the Supervisory Board,
director and deputy director of MRT;

involvement of managers in the provisions of the
Collective Agreement;

the analysis of MRT liabilities indicates that in
2020 there is a significant reduction of liahilities to
suppliers. However, liabilities for short-term and
long-term loans in the country and abroad are still
large and they may have negative impact on the
liquidity of the entity in the future;

the impact of budget funds on the development and
operation of the PE when realized revenues from
commercial activities represent insignificant amount
and have constant downward trend. We pointed to
the need for setting long-term goals for growth and
development of MRT and defining annual plans for
realization thereof to increase its attractiveness

to the public and to realize larger income from
commercial operations.
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AGENCY FOR AUDIO AND AUDIOVISUAL MEDIA SERVICES

We audited the financial statements of the Agency
for Audio and Audiovisual Media Services (AAVMS), of
the regular operation account for 2020 together with
compliance audit.

The performed audit ascertained certain conditions that
refer to

P inadequate application of legal provisions pertaining
to the right to salary, as follows:

» payment of degree of quality of work performance
as part of the basic salary and salary supplement to
the work performance, which results in payment of
funds non consistent with the legal acts;

» different number of points are established for
the same job position with the same degree of
complexity (defined as a variable component (from-
to) when determining the basic salary. We identified
difference in the amount of the basic salary for
the same jobs which ranges from 5 to 10 thousand
denars; and

ENVIRONMENT

» when conducting inventory of assets, receivables
and liabilities, the procedures provided in the laws
and bylaws have not been fully performed.

In the paragraph Emphasis of Matter, we disclose the
following shortcomings:

» financial assistance - donation in the amount of
105.000.000 denars to MRT, commercial and non-
profit broadcasters that perform television and radio
broadcasting on the territory of RNM, MoH and Mol
for dealing with consequences of COVID - 19;

» Decisions for writing off uncollected receivables
based on annual fee for issuing licenses for
performing broadcasting activity in AAVMS
accounting records amounting to 20.736.000 denars;
and

P review of the status of AAVMS, as a VAT taxpayer.

MEASURES AND POLICIES of RNM / COMPETENT AUTHORITIES

FOR MITIGATING CLIMATE CHANGE

According to data presented in scientific studies, today's
climate change is caused by global warming, i.e. the

increase in the average temperature of the planet Earth.

This results in changes in the amount of rainfall, water
levels of seas, lakes, rivers and groundwater, habitats
of flora and fauna, which also affect human life. Climate
change is in fact a natural process that has been going
on since the formation of our planet, but these changes
have intensified in the last 100 years as a result of

increased human activity™. It is generally accepted that
climate change, i.e. global warming at or above 2° C will
have serious consequences for the Planet Earth.

Global warming is caused by the greenhouse effect, i.e.
the glass walls of the garden emit light rays, but when
they are converted into heat, then the walls do not allow
for the heat to come out, which makes the greenhouse
warmer. The walls of the planet's greenhouse represent
the atmosphere that surrounds the planet. There

14 Human activities that contribute to climate change are use of fossil fuels, transport, industrial processes, heating and cooling of buildings,
unplanned logging, use of firewood for heating, increased methane emissions in agriculture, urbanization, extensive energy consumption and other

similar activities
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are different gases in the atmosphere, and some of include methane (CH2), nitric oxide (NOO), fluorocarbon
them, such as carbon dioxide (C02), have the same hydrocarbons (HFCs), perfluorocarbons (PFCs), and

properties as the greenhouse glass walls and retain sulfur hexafluoride (SF6).
the planet’s heat. In addition to carbon dioxide (C02),

o The impact of climate change on certain sectors in
other greenhouse gases produced by human activity

everyday life is shown in the following graph:
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With the performance audit on the topic "Measures
and policies taken by RNM / competent authorities
for mitigating climate change" aimed to answer the
question whether there are legal and institutional
conditions in RNM for implementation of adopted
measures and policies related to climate change
mitigation, SAQ joined the institutions advocating for
reducing impact of climate change.

The audit covered institutions that directly or indirectly
participate in the creation of measures and policies for
climate change mitigation, such as MoEPP, MoE, Ministry

We concluded that the legal and institutional framework
in RNM does not provide all necessary conditions for
efficient and effective implementation and maonitoring
of adopted measures and policies for climate change
mitigation. With the engagement and efforts of state
institutions, international obligations to reduce the
impact of climate change have been accepted, and a
number of strategic, planning and program documents
have been prepared and adopted at national and local
level. Defined activities for climate change mitigation
in the mentioned documents are not fully implemented
and their implementation is not monitored.

of Transport and Communications, MAFWE, Energy

Agency, LSGUs, Association of Local Self-Government
Units of RNM, Macedonian Academy of Sciences and
Arts, the Hydro-meteorological Administration and one

non-governmental organization.

International activities

United Nations Framewaork

with the sole objective of
stabilizing greenhouse gas
concentrations.

Convention on Climate Change
(UNFCCC) has been adopted

The Kyoto Protocol has been
adopted as a mechanism
for strengthening goals of
UN Framework Convention.
It sets binding targets and
precise boundaries for
each developed country for
reducing greenhouse gas
emissions. In 2012, the Doha
Amendment to the Protocol
was adopted.

The Paris Agreement, the
first legally binding global
climate agreement, was
signed by 197 countries. The
purpose of the agreement
is to limit the increase in
global average temperature
to "far below" 2° C and to
promote efforts to keep the
global average temperature
rise to no more than 15°C
compared to pre-industrial
levels. The Paris Agreement
does not introduce binding
targets for reducing
greenhouse gas emissions.



RNM National Committee for Climate Change,
which should provide guidance on overall climate
action, as well as contribute to the integration of
activities in sectoral policies, plans and measures,
was established in 2003, but it does not function in
practice, i.e. its existence is formal.

No system for inventory of greenhouse gas
emissions has been established, while National
Inventory of greenhouse gas emissions has been
established by several institutions. Therefore,
there is no single database for greenhouse gas
emissions, which makes it difficult to use these
data in the preparation of national strategic,
planning and programming documents for climate
action.

There is a lack of functional connection and
coordination between institutions at national and
local level in the implementation of measures and
activities for planning policies to mitigate climate
change, as well as lack of monitoring thereof.

Lack of financial, human and technical resources,
as an important precondition for integration of
climate policies in all sectors further contribute to
not achieving desired effects on climate change
mitigation. The legal provisions lack clear definition
of climate finance and there is no climate labeling
of the budget, i.e. there is no system for monitoring
and confirming effects of public expenditures on
climate change mitigation.

Financing activities of some institutions for reducing
impact of climate change

In the period 2017 - 2021, 5% to 1.8% of the funds

of MoEPP Environmental Investment Program are
used for goals that are accurately recognized as
climate change projects, for development of a plan,
strategy and educational activities.

Realization of funds from the
Environmental Investment Program

for the period 2017-2021
in 000 denars
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According to the Law on Environment, there is a fee
for production of energy from fossil fuels and the
taxpayers are obliged to pay the fee to an appropriate
payment account within the treasury account.

The funds raised from this fee should be used for
financing environmental management programs

and activities in relation to the impact of the energy
sector. For the period 2018 - 2019, RNM Government
has adopted two individual decisions for distribution
of funds realized from this fee as earmarked grants
to the municipalities. We found that the degree of
realization of these decisions is 15% in 2019 and 36% in
2021.

In the period 2017-2020, RNM Government, at the
proposal of the Ministry of Agriculture, adopted annual
program for promation of renewable energy sources
and encouraging energy efficiency in households.
242700.000 denars were provided and 193414.000
denars were realized. The Government also adopted a
Program for financial support of electricity production
from preferential producers that use a premium

for 2019 and provided 20.000.000 denars. As of 2021,

3 public announcements have been published for
awarding contracts for the right to use the premium,
38 contracts have been signed and 6 photovoltaic
power plants have been put into operation.

Planned and realized funds in the municipalities
for mitigation of climate change refer to granted



subsidies to citizens as an incentive for using
renewable energy sources, improvement of the
public lighting in municipalities by replacing existing
ones with ice lamps and other activities.

In the period 2014-2017, for direct impact on climate
change mitigation, RNM has received international
assistance amounting to 114 million USD from various
sources, and in the period 2018-2019, 251 million USD.

Received financial assistance

2018-2019
in 000 USD

13.566 &

WATER SUPPLY AND UTILITY SERVICES

PUBLIC ENTERPRISES AT LOCAL LEVEL

We audited the financial statements for 2020 of PE
“Vodovod", PE “Cistota | zelenilo”, PE "Kumanovo Plan’,
PE "Kumanovo Gas", PE "Pazarishta” and PE “Kumanovo
Parking" Kumanovo, founded by the Municipality of
Kumanovo and public utility company “Nikola Karev"
Probistip, founded by the Municipality of Probistip,
together with compliance audit.

With the performed audit we ascertained certain

shortcomings and we point to the most important ones.

The legal obligation to sign contracts with the users
of drinking water services and the service provider
for delivered water is not fully complied with by PE
"Vodovod" Kumanovo. PUC “Nikola Karev" Probistip
has not concluded agreements with the producers of
commercial waste, legal entities for its collection and
transportation, while at PE “Cleanliness and Greenery"
Kumanovo has 8% concluded agreements.

In the audited PEs, the internal acts and the manner of
calculation of salary are not harmonized with the valid
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legal regulations, and temporarily engaged persons
perform regular work tasks for a period longer than two
years.

There is water loss in the water supply system of 55%

at PE "Vodovod" Kumanovo, and 65% at PUC “Nikola
Karev" Probistip, due to old and dilapidated water supply
network, tank permeability, illegal connections and
consumption, inaccuracy of water meters, non-invoiced
consumption, watering of public green areas without
installed meters, etc.

Due to untimely settlement of obligations for
compensation for water use and water discharge by PE
“Vodovod" Kumanovo (28.713.000 denars) and PUC “Nikola
Karev' Probistip (3.540.000 denars), less revenues were
realized in RNM Budget amounting to 32.253.000 denars.

Less revenues were also generated in the Budget of
the Municipality of Kumanovo, as a result of untimely
settlement of liabilities by PE “Cistota i zelenilo"
Kumanovo, for compensation for maintaining public



cleanliness in the amount of 121.838.000 denars.

PUC "Nikola Karev" Probistip without legal grounds
collects compensation for funeral services and
compensation for investment in garbage. It

does not have a license for maintaining public
cleanliness nor license for storage and treatment
of waste, which calls into question the ability

and responsibility of PUC as a service provider in
performing its activity.

In PE “Pazarishta” Kumanovo, we found
weaknesses in the manner of renting business
premises - shops and stalls (non-transparency,
non-compliance with the conditions for renting
and absence of precise criteria) which indicates
inappropriate selection of tenant, inadequate use
of space and less revenue for the company from
its core business.

The basic capital of PE "Vodovod', PE "Cistota

| zelenilo", PE "Pazarishta” and PE "Kumanaovo
Parking" Kumanovo has not been registered in the
single trade register and the register of other legal
entities at the Central Register of RNM.

The audited PEs do not take timely measures

for collection of receivables and the level

of collectability is not assessed for proper
assessment in the balance sheet items in line with
international accounting standards.

There are problems in the inventory of assets and
liabilities, a recurring shortcoming for years that
prevents adjustment of the accounting records
and the actual situation (not performing inventory
of land, tangible assets under preparation, not
performed verification of the presented amounts
of receivables and liabilities based on external and
internal documentation).

Weaknesses were also identified in the public
procurement procedures in relation to the
technical specification, required quantities for
procurement, procurement of assets without

performing analysis of real needs, implementation
of contracts, legally prescribed deadlines and
unimplemented public procurement procedures.

In the paragraph Emphasis of Matter we pointed
out shortcomings that refer to unestablished
system for selection of generated waste at
municipal level as one of the preconditions for
reducing the amount of waste for protection of
the environment.

The PEs are managed by acting directors for
a long period. They are appointed by Mayor's
Decision for six consecutive months.

The PEs operation is accompanied by reduced
liquidity and solvency, which have an impact on the
overall processes, presenting obligations toward
suppliers and inability to settle these obligations in
a timely manner.

The manner of work and handling of existing
locations for waste disposal is determined by
Government Decision as well as the temporary
locations for waste disposal during the
construction period of the regional landfill for the
East and Northeast region.

It is necessary to intensify activities related to
setting up an integrated waste management
system in the East and Northeast region,

which includes construction of central and
local waste management facilities, as well

as a regional landfill, in order to improve the
environmental situation and to have organized
waste management in line with national and EU
standards.



PE STREZEVO BITOLA

We audited the financial statements for 2020 of PE
"Strezevo', Bitola established by RNM Government and
we ascertained the following significant shortcoming:

P weaknesses in the control mechanisms over
the monitoring of reported agricultural plots for
irrigation, and thus in the completeness of the
realized income from collection of the irrigation fee.
The limited possibility for control over the irrigation
of areas by PE "Strezevo’ Bitola is due to the complex
infrastructure of the irrigation system - network. This
network has length of 534 km with about 4.000 water
hydrants, which are not controlled automatically
but manually by the owners of agricultural land.
The number of employees in charge of control of
the irrigation system is insufficient. Weaknesses
were also identified in the control mechanisms
for monitoring the amount of water delivered for
industrial needs.
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for some of the facilities that are integral part of
the irrigation system - network, the ownership is not
regulated, and in relation to the performed inventory
of facilities and assets, it was concluded that the
inventory is not complete;

from 2001 to 2020, PE “Strezevo" Bitola continuously
presents loss from regular operations, which is
covered by capital (share capital). At the end of 2020
it was reduced by 79% since its establishment. From
the received documentation it was concluded that
there is a discrepancy between data on the founding
investment presented in the accounting records of
the PE with data from the Central Register of RNM.

there is no act for calculation of employees'’
salaries and there is inadequate application of
legal regulations on the manner of calculation and
payment of salary and salary compensations, which



has an impact on the accuracy of the calculation and
the amount of salaries paid to employees;

P concerning supporting documentation it was found
out that there is lack of data on measures taken for
collection of disputed and suspicious claims as well
as concluded agreements for received donations in
supplies and equipment;

» in the material records of inventories, we found
incorrect application of the accounting policy for
valuation of supplies at average prices during their
issuance;

» the project documentation for remediation of
erosive land changes around the main supply canal,
procured in 2014 and 2015 has not been used.

We also identified certain systemic weaknesses.

In the paragraph Emphasis of Matter, we present an
overview of achieved results of financial operations of PE
"Strezevo' Bitola in the last 10 years, which continuously
present loss.
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The graphic presents the impact of the amount of
calculated depreciation on the financial result of the
operation. If the total expenses do not take into account
the cost based on calculated depreciation, the PE
presents positive financial result - profit. The situation
regarding the presented operating result will remain
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unchanged, although the company is liquid and regularly
settles its liabilities.

In order for changes to occur that would affect the
reduction of loss, it is necessary in the legislation, when
determining the basis for the irrigation fee, to include
depreciation costs.



LABOR AND SOCIAL POLICY

PENSION AND DISABILITY INSURANCE FUND OF THE REPUBLIC OF NORTH

MACEDONIA

We audited the financial statements of the Pension
and Disability Insurance Fund of the Republic of
North Macedonia (PDI) for 2020, together with
compliance audit and ascertained the following
shortcomings:

» absence of full segregation of duties in the
payment process, procedures that have not yet
been adapted to the amendments to the Law on
Pension and Disability Insurance, and established
internal controls do not always ensure
confirmation of data entered and accuracy and
timeliness in the procedure;

» PDI Fund lacks necessary HR capacity of
professional and trained staff for actuarial
and thus there is a lack of activities for
preparation of actuarial analysis of the situation
in the pension system, permanent outflow of
employees from the IT Department, and internal
audit works without the established legal
minimum for required staff;

» weaknesses in storing and archiving data in
the registry records prevent verification of the
reliability and completeness of registered data,
which are necessary for the realization of the
rights from the Pension and Disability Insurance
Fund:

» due to lack of appropriate data on employment
and registration of taxpayers, as well as errors
in the entry by other institutions, on the payment
account for collected contribution for pension
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and disability insurance there are unallocated
funds that PDI Fund cannot use, and the insured
cannot exercise PDI Fund rights;

insufficient mechanisms for forced collection of
determined damages due to unfounded payment
of pensions based on claims from citizens and
low percentage of return of overpaid funds;

the buildings and land have been registered in
PDI Fund business books, even though there is no
credible document and the ownership right has
not been determined in the Real Estate Cadaster.

In the paragraph Emphasis of Matter, we disclose
the following:

» the structure and level of realized revenue in the

reporting period, i.e. the increase of revenues
from collected contribution for pension and
disability insurance in 2020 by 10.5% compared
to 2019 is not sufficient to cover expenditures
for social benefits (payment of pension together
with contribution for health insurance of
pensioners, transfers to the second pension
pillar and disability), which also increases every
year. In 2020 it amounts to 76.795.935.000 denars,
for 326.295 beneficiaries of pension income, and
December payments are 5.6% higher compared
to 2019.
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> existing legal solutions do not provide for active
participation of PDI Fund in the policy making on the
pension system, and the Fund cannot significantly
affect the increase of source revenue; there are also
uncertainties related to inflationary movements and
unfavorable demographic movements that affect the
operation of PDI Fund;

» the established system for determining, controlling
and collecting contribution is not based on full
up-to-date and accurate integration and timely

exchange of data from institutions, which affects the
completeness of the revenue, as well as the liquidity
of PDI Fund and the sustainability of the pension
system;

unduly withdrawn funds from PDI Fund account

by enforcement agents based on enforcement
orders where pension beneficiaries are debtors, as
well as continuous activities by PDI Fund related to
implementation of enforcement orders.

EMPLOYMENT AGENCY OF THE REPUBLIC OF NORTH MACEDONIA
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Training for reputable employer

We audited the financial statements of the Employment
Agency of RNM (EA] for 2020 together with compliance
audit, and found the following:

» discrepancies in data from the modules for material
records of fixed assets, supplies, as well as data
for payments based on monetary compensation,
active measures in relation to those presented in
the accounting records and the need to establish an
integrated system between the electronic system for
active programs and measures in the Employment
Centers and EA financial operations module;

» not acting in accordance with the Operational
Guidelines for implementation of the Operational
Plan for 2020 for performing controls and
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Employment and growth of legal entities

ensuring completeness of documentation during
implementation of active employment programs

and measures as well as monitoring thereof,

which impacts the effectiveness of measures

and earmarked use of funds when including the
unemployed in the programs or employment
measures. The identified shortcomings result from
lack of human resources and vehicles for performing
EA activities;

undertaken obligations without conducting public
procurement for amounts above the allowed
threshold with the Public Procurement Law, as well
as weaknesses in the execution of the inventory
and in the manner of acting and recording and
distributing supplies and small inventory;



» the Collective Agreement is not harmonized
with the current regulations and proposal has
not been submitted to RNM Government for
determining the value of the point for calculating
salaries of public service providers and technical
assistants; not signed management agreements
between EA Director / Deputy Director and
RNM Government in accordance with the
amendments to the Law on Employment and
Insurance in Case of Unemployment;

» insufficient HR resources of the Department
for Internal Audit and incomplete realization of
planned audits in the annual work plan of the
internal audit;

P atthe end of 2020, EA did not adjust the realized
revenue from employment contribution, which
is 74% of total EA revenue in 2020, with data
from PRO records, and there is no possibility
to confirm the completeness and accuracy of
realized revenue.

We have disclosed certain shortcomings that affect
the continuity of the Agency and refer to the number
of unemployed persons - beneficiaries of monetary
compensation and the effect of EA mediation

on these beneficiaries. The number of employed
persons that are beneficiaries of monetary
compensation is small, despite EA commitments and
its participation in the mediation.

Effects of mediation on employment of
beneficiaries of monetary compensation
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» The provision of the Law on Employment of
Disabled Persons is not followed, for payment of
funds from RNM Budget to the account of the
Special Fund, based on paid VAT and customs
duties from the protection companies; thus EA
does not fully obtain funds that are legally due
for improvement of employment and working
conditions of disabled persons;

» the number of cases and the amount of the main

debt in proceedings before competent courts
where EA appears as plaintiff or defendant will
have an impact on the financial statements and
the operation of EA in the future.



STATE LABOR INSPECTORATE

We audited the financial statements of the core budget
accounts for 2020 of the State Labor Inspectorate (SLI)
together with compliance audit, and ascertained the
following:

» absence of written procedures for the system of
internal controls in the procurement and payment
process,

» financial documents are checked by a person hired
under temporary contract and at the same time the
person is assigned competencies for conducting
public procurement procedures;

» signed work contracts that do not comply with legal
provisions;

» insufficient HR resources in the Internal Audit
Department and not realized contract for audit by
the Ministry of Justice;

» accounting recording of the newly acquired or
otherwise obtained material assets is not timely and
chronological;

» weaknesses in performing inventory of assets and
liabilities, i.e. it is not fully performed in accordance
with the legislation; and

» lack of accounting records for procured and issued
supplies, etc.

Number of inspection supervision
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Concerning public procurement procedures, it was
concluded that

» for some procurements, there were no public
procurement procedures and the provisions of PPL
were incompletely applied, whereby obligations have
been undertaken that exceed the legally established
value threshold; and

P there are weaknesses in the preparation of
tender documentation and realization of public
procurement contracts, which do not provide data
on the actually performed services and influence the
manner of using the funds.

The annual work plan of the State Labor Inspectorate
for 2020 has been prepared without previously
adopted Methodology for risk assessment. Part of the
extraordinary inspections are not performed within the
legally prescribed deadline and the documentation on
performed inspection is incomplete.

Analysis was made on the type of inspections performed
in the period 2018-2020 and it was concluded that the
extraordinary inspections show increasing trend due

to the increased number of requests during COVID-19
pandemic, while the number of regular inspections was
reduced.
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In the paragraph Emphasis of Matter, inter alia, we point to the project for
modernization of inspection services implemented by MISA for the developed
electronic software “E - inspector” for performing inspections and contraols,
and engagement of SLI employees for performing “call center” tasks, which
was previously performed by a company based on public procurement

contract.

EDUCATION

HIGHER EDUCATION

We audited the financial statements of three higher
education institutions (faculties) at "Ss. Cyril and
Methodius University together with compliance audit -
the Faculty of Dramatic Arts - Skopje, Faculty of Design
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With the performed audits on the faculties of the
University “Ss. Cyril and Methodius *, we identified
shortcomings in the system of internal controls in

the payment process lacking written procedures

for verifying truthfulness and objectivity of financial
documentation and undefined competencies and
responsibilities of the persons involved in the process.

Defining and collecting revenue on different bases
within the higher education activity is performed without
adopted procedure. This shortcoming was identified in
of the Faculty of Dramatic Arts and the Faculty of Design
and Technologies of Furniture and Interior.

and Technologies of Furniture and Interior - Skopje and
Faculty of Veterinary Medicine - Skopje, as well as the
University “St. Kliment Ohridski" Bitola.

Irregularities in the payment of fees for performing
additional activities that are not part of regular work
obligations have also been identified. The inventory

of part of the assets, receivables and liabilities is not
complete and correctly performed and weaknesses in
the application of PPL were identified in some of the
conducted public procurement procedures.

At the Faculty of Dramatic Arts, we identified
shortcomings regarding non-compliance of internal acts
for calculation and payment of salaries and data in the
accounting records of the financial statements for 2020.
The right to permanent use of buildings and land has not



been determined and timely and chronological recording
of received invoices has not been provided.

Analytical records for calculation and collection of
revenue on various grounds within the higher education
activity are not introduced.

We also identified shortcomings related to unresolved
property and legal relations of the Faculty of Design and
Technologies of Furniture and Interior with the Faculty of
Forestry, lack of confirmation of ownership of buildings
where the faculty performs its activity and incomplete
records of buildings, equipment and books in the library.

Analytical records have not been established for
calculation and collection of revenue from students
in the first, second or third cycle of studies, and there

CULTURE

NATIONAL INSTITUTIONS
IN THE FIELD OF CULTURE

We performed audit on the financial statements
together with compliance audit of two national
institutions (NI) in the field of culture, the National
Opera and Ballet and the Philharmonic of RNM.
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is incomplete use of i-know electronic system for
collection of revenue from the second and third cycle
and collection on different bases within the higher
education activity.

At the Faculty of Veterinary Medicine, we have identified
shortcomings that refer to weaknesses in the internal
controls for receipt and confirmation of financial
documentation, as well as in preparation of invoices
for the services performed by the faculty, and non-
compliance of acts for payment of salaries of faculty
employees.

Within the audit reports, we also disclose certain
shortcomings that could have an impact on the
continuity of the faculties.

PUNTXAPMOHUJA

PENYBNMKA CEBEPHA MAKEQOHWIA

—
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The main activity of these Nis is performing arts to
achieve the national interest in the field of culture.

With the audit we have ascertained certain
shortcomings that are common to both NIs, as follows:

» absence of internal acts and procedures for
documentation flow, as well as for significant
processes and activities for non-cash and cash
payment, calculation and payment of salaries and
realization and recording of revenue with defined
competencies and responsibilities of the persons in
the processes;

» deficiencies in the supporting documentation in
recognizing part of recorded expenditure and
payment of allowances for the use of employees’
instruments to employees without adequate legal
basis;

P weaknesses in the implementation of the inventory
of assets, receivables and liabilities;

Outstanding liabilities (2011-2020)
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» identified weaknesses in some of the conducted
public procurement procedures and in the realization
of public procurement contracts;

P Weaknesses in the manner of awarding free tickets
for performances from the program activities of the
institutions, which is a significant percentage of the
total number of tickets sold, and no internal act has
been prepared for determining criteria for awarding
free tickets.

In the paragraph Emphasis of Matter for the NI National
Opera and Ballet, we point to untimely payment of
liabilities to suppliers, which significantly increased

in 2013, 2014 and 2016, as well as initiation of court
proceedings by suppliers, forced collection and blocking
of Nl accounts. In such conditions, the payment of

NI current liabilities and the earmarked use of funds
approved by the Annual Work Program of the institution
are put into question.
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The outstanding liabilities in 2016 are significantly higher
compared to other years due to commitments taken

for renovation of the salon of the National Opera and
Ballet. Financing agreement was signed with the Ministry
of Culture, which does not contain clear and precise
provisions regarding the amount and dynamics of the
transfer of funding.

LOCAL SELF-GOVERNMENT

LOCAL SELF-GOVERNMENT UNITS

STUDEN:
'Eﬂ'“u“ﬁ ggEEml"“'ﬁ"
wRASHU |

We audited the financial statements for 2020 of LSGUs
Kumanovo, Studenicani, Aerodrom and Probistip,
together with compliance audit and we ascertained the
following shortcomings.

In the audited municipalities, there is inadequate
organizational set-up of the internal audit and it is non-
functional, and in the municipality of Studenicani there is
no system of regular internal financial control.

In the municipalities of Studenicani, Aerodrom and
Probistip, we identified weaknesses in the budgeting
process, and there is significant deviation between
planned and realized revenue and expenditure, despite
the adopted budget rebalance.

In the Municipality of Aerodrom, there is a significant
deviation of planned expenditure of 47.26%, and the
Municipality of Probistip has realized about half of the
planned budget.
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In the paragraph Other Matter, we point out certain
shortcomings due to the importance and impact of
the same on the operation of the NI as well as on the
realization of strategic priorities in culture.

W
Soasaes

With the budget rebalance, the Municipality of
Studenicani instead of harmonizing planned projections,
i.e. their reduction, according to the dynamics of
realization, the budget has been increased by 20.86%. At
the end of 2020, the municipality has high indebtedness,
with liabilities that are 9% higher than realized revenues
in the budget in 2020.

PEs irregularly pay or do not pay the fees to the
account of the municipal budget. In the budget of

the Municipality of Kumanovo, less fees were paid for
public cleanliness amounting to 14430.000 denars,

and Municipality of Studenicani does nat generate
revenue on this basis. On the other hand, Municipality
of Aerodrom does not realize communal tax revenue
for parking lots for motor vehicles on the municipality
territory because the PE of the City of Skopje manages
these parking lots.



Audited municipalities do not respect the legally
prescribed deadlines in conducting procedures for
determining the legal status of illegally constructed
buildings, which leads to untimely informing of
applicants to complete the documentation, prolongation
of procedures and inability of the owners to timely

Requests for determining legal status

of illegally constructed buildings
Probistip
Studenicani
Aerodrom

Kumanovo

M resolved

Municipalities do not submit annual reports to the
Ministry of Transport and Communications for the use
of funds realized from compensation on this basis,
which should be earmarked for adopting urban planning
documentation that incorporates the illegal buildings

as well as for infrastructural arrangement of their
premises.

Irregularities have been ascertained in the manner of
recording receivables, determining their age structure.
For the tax receivables that have not been collected
within the prescribed deadline, interest is not calculated
and collected and no measures are taken for collection.
Also, in the municipalities of Studenicani and Probistip,
no records are kept of receivables based on the fee for
legalization of illegally constructed buildings.

In the Municipality of Aerodrom, cases of non-
transparency and legal non-compliance were identified
in the implementation of procedures for granting

use of business premises, urban equipment and

sports facilities, as follows: procedures without public

register the property in the Agency for Real Estate
Cadaster.

With the performed analysis on the requests for
determining the legal status of illegally constructed
buildings in the audited municipalities, it was concluded
that 67% are resolved, while 33% are still in procedure.

6.7%

22.6%

417%

314%

in procedure

bidding, fixed-term contracts and contracts without
compensation, which affects the realized revenues of
the municipality on this basis.

In the municipalities of Kumanovo, Aerodrom and
Studenicani, cases of non-compliance with the
provisions of the Law on Citizens' Associations and
Foundations and the Law on Sports have been
ascertained. The selection of projects and the amount of
funds allocated to companies, associations and sports
clubs is done without criteria.

The Municipality of Kumanovo has not supervised the
work of the private partner in order to assess the
degree of realization of the goals set by the PPP in
terms of optimization of the public lighting system,
improving the efficiency in providing services to citizens
and reducing costs.

In the Municipality of Studenicani, irregularities were
found in the calculation and payment of monthly fees to
the members of the Council for attending sessions.



When performing the activities for construction /
reconstruction of streets and roads, water supply

and sewerage network, the provisions of the Law on
Construction are not followed regarding obtained
approval for construction / reconstruction prior to

the start of the works (municipalities of Studenicani
and Probistip), there is lack of technical inspection
from supervising engineer and approval for use of the
constructed buildings in the Municipality of Studenicani,
and the technical specification / bill of quantities for the
construction activities performed by the Municipality of
Probistip are made by the employees in the municipal
administration who do not meet the legal requirements
for designing.

In the audited municipalities there are problems
concerning the inventory of property and liabilities, a
recurrent shortcoming for years, which does not allow
adjustment of the balance of assets and liabilities

of the accounting records with the actual situation
determined with the inventory. The property owned by
the municipalities is not fully recorded in the business
books.

Weaknesses in the public procurement procedures
have been identified in the Municipality of Kumanovo,
Studenicani and Aerodrom regarding estimated value
of procurement, conditions for qualitative selection

of economic operators and elements of the contract
(Municipality of Kumanovo), non-compliance with
legally established deadlines and not conducted public
procurement procedures (Municipality of Aerodrom),
and the Municipality of Studenicani has concluded
framework agreement, despite the adopted Decision for
annulment of the public procurement procedure by the
State Commission for Public Procurement Appeals.
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In the paragraph Emphasis of Matter, we point to
shortcomings in the Municipality of Kumanovo, which
has claims of 170.786.000 denars from PE "Vodovod"
Kumanovo based on repaid reprogrammed debt, from
the loan of the European Bank for Reconstruction and
Development to finance MEAP project, for procurement
of equipment and execution of works for modernization
of the water supply and wastewater system.

Municipality of Probistip has a debt of 2.686.000 denars,
as a result of untimely payment of overdue annuities
after receiving a loan from the Budget of RNM.

To solve the long-standing problem with the lack of its
own premises, the Municipality of Aerodrom has taken
activities within the Plan of development programs of
the Municipality of Aerodrom for the period 2021-2023,
which provides 165.000.000 denars for construction

of administrative building. If not realized with the
determined dynamics, it would affect the future
expenditures of the municipality on this basis.

Pursuant to the Law on Amendments to the Law on
financing LSGUs, with Decisions of the Council of the
Municipality of Kumanovo, the surplus funds in the
amount of 43.000.000 denars were transferred from
the account of budget revenues from subsidies (930)

to the core budget account (630). The funds are
earmarked for construction and reconstruction of small
children and school playgrounds and rehabilitation

and reconstruction of toilets and roof structures and
procurement of digital equipment and auxiliary technical
aids for classroom teaching.

The ather municipalities, although they have unused
funds on the account of budget revenues from subsidies
(930) as of 3112.2020, these funds were not transferred
to the core budget account, due to outstanding liabilities
at the end of the year of the users of block subsidies.



POLITICAL PARTIES AND ELECTION CAMPAIGNS

POLITICAL PARTIES - REGULAR OPERATION

SAQ is the competent body for monitoring regular
financing of political parties (PP) through the financial
reporting system, in accordance with the state audit
methodology prescribed by the State Audit Law.
Financing the work of PPs is a prerequisite for the
democratic political system in the country.

Within SAO Annual Work Program for 2021 were planned
and performed audits on the financial statements
together with compliance audit of eight PPs: VMRO-
DPMNE, SDSM, DUI, BESA, DPA, GROM, DNET and the
Alliance of Albanians, which covers 79% of the total
public sources of funding of PPs in 2020.

The performed audits identified shortcomings for
which competent authorities of the PP need to

take action, particularly for conducting inventory in
accordance with the legislation, establishing a method
of collection, payment and recording of revenues
based on membership fees for full confirmation of
the same, complete records of assets at disposal

of the PP, financing of election campaign from the
regular operation account with funds from sources

not provided for financing the election campaign,
unsecured complete supporting documentation for part
of the invoices for incurred expenses, assessment of
certain balance sheet items contained in the general
ledger are not carried out in line with the accounting
principle of modified occurrence of business changes /
transactions, as well as unsecured proper and reliable
documentation for disposal of cash.

In the paragraph Emphasis on Matter, we disclose
shortcomings related to outstanding liabilities to
suppliers originating from previous years and to the
structure of funding sources in terms of participation of
private and public sources of funding.

The share of individual types of revenue by years and by
PP is presented below.

REVENUE OF POLITICAL PARTIES FROM MEMBERSHIP,

DONATIONS AND RNM BUDGET

242.310
209.654

|

165.342 @
% 13407
5.512
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Revenue from RNM Budget

Revenue from donations

Revenue from membership

in 000
denars



With the analysis of the total revenues by types of
sources of financing, it was concluded that the share

of public financing from RNM Budget for the regular
operation of PPs shows downward trend in 2020, which is
37% less than in 2019. This resulted from the reduction of
the percentage for annual financing of PP, as well as the
reduction of the total source revenues from RNM Budget
due to the impact of the health-economic crisis caused
by COVID-19.

Due to the epidemic with COVID - 19, in June 2020 with
the Decree with the force of law for financing political
parties®, the percentage of 015% of the source revenues

POLITICAL PARTIES - ELECTION CAMPAIGN

In accordance with the provisions of the Electoral Code,
SAQ audited the Total financial report for the election
campaign.

In line with SAO Annual Work Program for 2021, we
performed audits on the financial statements of revenue
and expenditure of seven participants in the election
campaign for early local elections for election of mayor
of Municipality Stip and Municipality Plasnica 2020.

With the performed audits of the participants in the
election campaign, we identified shortcomings that are
not in accordance with the provisions of the Electoral
Code:

P part of the legally prescribed reports on revenues
and expenditures in the election campaign are not
submitted to all competent institutions;

P inconsistent application of deadlines for submitting
reports on realized revenues and expenditures in the
election process;

15 Official Gazette of RNM, no166/20

16  Official Gazette of RNM, n0.294/20
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of RNM Budget was reduced to 0.04%. In December
2020, with the Law on Amending the Law on Financing of
Political Parties®, the percentage for financing PPs for
2020 and 2021 was set at 0.105% of source revenues of
RNM Budget.

In addition, with the performed audits we continuously
point to systemic weaknesses in the legislation and the
need to overcome them, with detailed information in the
section Systemic Weaknesses.

» financial statements for the election campaign
are not prepared in accordance with the legally
prescribed forms; and

> the Total financial report does nat present revenues
and expenditures for paid political advertising
based on assignment agreements paid by the
State Election Commission, and the payment by
assignment is not realized through the transaction
account of the participant in the election campaign.

The election campaign can be financed by funds from
the regular account of PP membership fee of PP,
donations of PP, donations of individuals in the amount
of 3.000 euros in denars counter value, donations of
legal entities in the amount of 30.000 euros in denars
counter value, and loans of PP intended for the election
campaign. To fulfill the legal obligations of broadcasters,
print media and electronic media (portals) in relation
to publishing paid political advertising in the election
process, the funds are provided from RNM Budget and
paid by the State Election Commission.



From the performed analysis of the total sources of
financing of the election campaign, it was concluded
that it was financed in the amount of 5.813.000 denars,

EARLY LOCAL ELECTIONS

PLASNICA - STIP - 2020

and the structure of sources of financing by participants
is presented below.

POLITICAL PARTY DNET  TMRO

Donations from natural persons 25 0

and legal entities

Funds transferred from PP regular 0 204
operations account to election

campaign account

Paid political advertising with funds 0 147

from RNM Budget (SEC)

Revenue from membership of 0 0
natural persons paid to election
campaign account

Revenue from donations in services 0 0
by natural persons

From the analysis of revenue by type of funding sources,
it was determined that the election campaign was
funded with funds provided by RNM Budget and paid by
the State Election Commission (57%), while 43% are funds
provided by other sources of funding.

INTEGRA  IDNINATAVO TRAJCO DUl SDSM
NASI RACE MITOV

255 1 0 0 0

254 5 0 0 0

1 88 143 126 1.720

0 0 0 0 2.652

0 0 0 4 14

In addition, with the performed audits, we continuously
point to certain systemic weaknesses of the Electoral
Code, presented in detail in the section Systemic
Weaknesses of this report, which require action for
harmaonizing and overcoming thereof.









We, the employees of the State Audit Office, performing the competencies determined

by law and SAI standards, continuously perform, inter alia, assessment of the degree of
compliance of laws and bylaws and the need of amendments thereof. In this section, we
highlight systemic weaknesses that require action by competent authorities of the executive
/ legislative power.

Regulation Proposal for amendment / adoption

Law on Public Debt To specify methodology for calculation of the level of public debt by competent
institutions in RNM (NBRNM, MF, State Statistical Office] for data uniformity, as
well as to provide legal regulation for the scope of government debt data, as an
integral part of the final account of the Budget of RNM.

Budget Law To harmonize Article 14 of the Law on Court Budget with Article 19 of the Law on
Budgets in the part of the time frame for preparation and submission of the
Law on Court Budget budget circular and budget requests.

Law on Accounting of Budgets and  Due to the importance of having data on property at national level as well as

Budget Users presenting this property in financial statements, it is necessary for MoF to
consider initiating legal regulation of the manner of recording state property

Law on Use and Disposal of State- and its presentation in financial statements.

Owned and Municipal-Owned Items

Law on Accounting for Non-Profit [t is necessary to take on activities for amending and supplementing bylaws

Organizations that regulate the manner of accounting of non-profit organizations, which
will ensure consistent compliance with the accounting principle of "modified
occurrence of business changes, i.e. transactions”

Law on Use and Disposal of State- According to the provision of Article 21 paragraph (1) of the Law on Use and

Owned and Municipal-Owned Items  Disposal of State-Owned and Municipal-Owned Items, the municipalities in the
City of Skopje and the City of Skopje, the Municipal Council, i.e. the Municipal
Council of the City of Skopje and the City Council Skopje, may with a decision
temporarily or permanently lease the real estate owned by the municipalities,
with or without compensation, to state bodies and legal entities established by
the state.
According to this legal solution, this provision applies only in cases when the
real estate owned by the municipality is given for temporary or permanent use
to state bodies or legal entities established by the state, but not to institutions
or legal entities established by the municipality.
To overcome this weakness, we believe that it is necessary to amend the legal
solution on the manner of granting temporary or permanent use of real estate
in municipal ownership, which will include the legal entities established by the

municipality.
Law on Financing of Political To adopt more specific guidelines for regulating the manner of payment and
Parties registration of membership fees as a source of funding for political parties

for the purpose of uniformity in the accounting and confirmation of the legally
established limit for each member separately, taking into account the financing
of the election campaign for a particular process.
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Regulation Proposal for amendment / adoption

Electoral Code To review and clarify provisions of Article 83 paragraph 2 of the Electoral Code
in the part of financing election campaign with funds from the regular account
of the political party and from donations from a political party, in the part of
individual and total limits of funds financed / donated by physical and legal
entities.

With the amendments to the Electoral Code in 2018, Article 71 was amended,
which added the possibility to deposit funds on the transaction account for the
election campaign from the account for regular operations of the political party
and from the separate accounts for funds provided by loans; It is necessary to
amend Article 26 of the Law on Financing of Palitical Parties, which will regulate
the transfer of funds from the account for regular operation of the party and
from the separate accounts for the funds provided with loans to the transaction
account opened for the election process.

To regulate the manner for proving/confirming of donors that they are not
‘related persons” provided for in Article 75, with broadcasters, print media
and electronic media (internet portals) when financing or giving donations to
political parties.

Legal regulation of the provisions of Article 85 of the Electoral Code, on the
manner of acting in cases when the Total financial report presents surplus
funds collected on the election campaign account, as well as when there is lack
of funds and more expenditures presented than revenue, i.e. there are unpaid
liabilities.

To further amend Article 78-a on prescribing obligation to submit report on used

billboards by the municipalities in RNM and the City of Skopje.

To take on activities for further regulation of the Electoral Code in the part
of determining competent body for monitoring and reporting on the election
media representation on the electronic media (internet portals).




Regulation Proposal for amendment / adoption

Electoral Code To regulate the manner of organizing, paying, monitoring and reporting to the
competent authorities on the internet representation of the participants in the
election campaign through social networks.

To reconsider the deadline for payment of donations prescribed in Article 71,
paragraph 6, i.e. it is necessary to provide for payment of donations no later
than the day of completion of election campaign.

To further amend Article 84-b, paragraph 8 of the Electoral Code, which will
enable Ministry of Finance to regulate the manner of keeping business books
and preparation of financial report for the election campaign with a bylaw,
taking into account all types / sources of campaign funds, especially when they
do not involve cash inflow to the transaction account.

To further amend the Electoral Code concerning Penalties and misdemeanor
provisions for providing fines for the electronic media (internet portals) in case
of non-submission of Report on advertising space used by each participant in
the election campaign and the funds paid and claimed on that basis.

Nomo-technical regulation of the Electoral Code because certain articles have
no sequence and the provisions of certain articles have wrong reference.

Law on Internal Affairs To harmonize laws and bylaws that regulate the method of calculating
severance pay paid to the employee upon retirement. With the provisions of

Law on Payment of Salaries in the Article 9 of the Law on payment of salaries in RNM and Article 14 of the Law on

Republic of North Macedonia Execution of the Budget of RNM for the respective year, it was determined that
the retiring employee is paid double amount of severance pay calculated on

Law on Execution of the Budget of  the basis of average monthly net salary per employee published until the day of

the Republic of North Macedonia payment.

for the respective year Whereas the provisions of Article 175 of the Law on Internal Affairs stipulate
that the employee who has acquired the right to a pension is entitled to one-
time compensation in the form of severance pay, in the amount of five average
monthly net salaries earned per employee published until the day of payment.

Law on Audio and Audiovisual It is necessary to clarify and harmonize Article 22 of the Law on AVMS with

Media Services Article 4 of the Law on Administrative Servants in the part of the entities that
may regulate certain employment issues completely or in part by law or by

Law on Administrative Servants collective agreement in a manner different from the one provided by the Law
on Administrative Servants. This non-compliance has impact on the employment

Law on Public Sector Employees procedure, the manner of employment and the status of employees in the

Agency. It is necessary to harmonize the provisions of the Law on AVMS and
the Law on Public Employees, in terms of job classification, records, types of
employment, general rights, duties and responsibilities, mobility, and other
general issues for public sector employees.
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Regulation Proposal for amendment / adoption

Law on Utility Fees The audit continuously reports on the weaknesses in the legal solution that
regulates collection of communal fees, which are own sources of income of
local self-government units; due to inaccuracies in the legal solution there is no
possibility for real collection of certain types of utilities and tariffs as follows:

» The communal fee for use of roads with motor vehicles is prescribed to be
collected by the legal entities performing vehicle registration and to be paid
to the appropriate payment account of the municipality treasury account.
The existing legal solution does not stipulate the deadlines for payment of
collected fees to the municipality account, to inform the municipality on the
number of registered vehicles depending on the cubic capacity and on the
monthly amount of collected funds individually and cumulatively.

» The communal fee for use and maintenance of public lighting is collected
by the trade company responsible for electricity distribution from the meter
holders; the trade company is not obliged to inform the municipalities, the
municipalities in the City of Skopje and the City of Skopje about the number
of tax payers by category (number of meters), in accordance with the tariff
number, and on collected revenues and unpaid receivables on this basis.

Property Tax Law The audit highlights uncertainty in the application of Article 39 of the Law
on Property Taxes since its adoption in 2004, in terms of the obligation to
harmonize the real estate register managed by the municipalities, municipalities
in the City of Skopje and the City of Skopje with the register managed by
the Agency for Real Estate Cadaster of RNM:; no later than 31 December of
the current year data from the registers should be submitted to the Central
Register of the Republic of North Macedonia and to the Public Revenue Office.
The implementation of this legal solution requires certain clarifications in the
Law as well as software connection of the competent authorities.

The law does not clearly define the manner how the Public Revenue Office will
implement activities related to the competencies taken over by municipalities,
nor does it provide further regulation of the Law by adopting a bylaw.




Regulation Proposal for amendment / adoption

Law on Firefighting Pursuant to Article 49 of the Law on firefighting, territorial firefighting units
(TFFUs) of the City of Skopje and the municipalities have a possibility to realize
additional revenue from collected fines for violations involving fire protection
and explosions; donations and other funds from insurance companies,
foundations, and legal and natural persons intended for promoting fire safety;
and from own revenues for services rendered.

The City of Skopje and the municipalities in RNM do not generate revenue on
this basis, except for the revenue from the insurance companies amounting to
2% of collected premiums for insurance of motor vehicles and liability insurance
for the use of motor vehicles. However, municipalities have no information on
the amount of funds that are paid on this basis, nor have legal possibility to
verify the accuracy and reliability of funds paid. The imprecise legal solution for
other types of revenue for financing TFFUs results in failure to collect revenue
on this basis.

According to the Law on Public Sector Employees, public sector employees are
categorized into four basic groups, and professional firefighters employed in
territorial firefighting units have the status of authorized officials in the field of
security; they belong to group Il - jobs of officials with special authorizations,
i.e. persons who have employment in public sector institutions in the field

of security, defense and intelligence for the purpose of performing special
authorizations, subgroup 10 - other authorized officials in the field of security,
defense and intelligence. Within each subgroup, several categories of jobs are
determined by a special law or collective agreement.

The Law on Firefighting defines three categories of jobs: Category A - Senior
Management Firefighters, Category B - Managing Firefighters and Category C -
Professional Firefighters. Under category A, b levels of managerial positions are
determined, and under category B and C, 4 levels of positions are determined.
According to Article 5 of the law, due to the type and nature of the work they
perform, the amount of salary of professional firefighters in firefighting units
is 20% higher than the salary of other employees with appropriate training for
municipal administration, whose rights and salary obligations are regulated by
the Law on Administrative Servants.

Exercising the rights of employees in TPPE of salary higher than 20% of the
salary of other employees with appropriate professional training for jobs in the
municipal administration is a legal provision that is not precise enough, given
that the structure of employees in municipalities is very different and depends
on several factors.

Clear and concise legal solution is needed to determine the salary of
professional firefighters to overcome the established shortcomings.
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Regulation Proposal for amendment / adoption

Law on Mineral Resources Pursuant to Article 76 of the Law on Mineral Resources, the concessionaire who
performs detailed geological research of mineral resources pays one-time fee
for the use of the area, depending on the type of mineral raw material of the
concession, i.e. the permit for detailed geological research. The concessionaire
who exploits mineral raw materials is obliged to pay annual fee for the use
of the area and fee for the exploited quantity of mineral raw material subject
to the concession. The funds are paid to appropriate payment account within
the treasury account and represent 22% revenue of the Budget of RNM and
78% revenue of the budget of the municipality where the concession activity is
performed. Although the municipality has data on the concluded concession
agreements for detailed geological research and concessions for exploitation
of mineral raw materials and has insight into the funds paid to the municipal
budget, it has no legal possibility to confirm the completeness of revenues paid
to their account on this basis.

Law on the City of Skopje Financing sports and recreation activities is envisaged in the list of
competencies of municipalities in line with Article 22 paragraph 1item 6 of the
Law on Local Self-Government, but not in the competencies of the municipalities
in Skopje, defined in Article 15 of the Law on the City of Skopje. This Law
does not include sports in matters of public interest as a competence of the
municipalities in the City of Skopje. In accordance with Article 10 paragraph 1
of the same law, this competence is provided for the City of Skopje. Conversely,
Article 22-a of the Law on Sports regulates competencies of municipalities,
municipalities in the City of Skopje and the City of Skopje in the field of
sports including: development of mass sports and recreational activities of
citizens, organization of sports events and manifestations, maintenance and
construction of sports facilities, support and promotion of sports, sports
clubs and professional sports clubs and support of the municipal unions and
the Sports Union of the City of Skopje. For their realization, the councils of
the municipalities and the Council of the City of Skopje or the commission of
the municipality, the municipality of the city of Skopje and the City of Skopje
responsible for sports, adopt programs at the proposal of the municipal
sports unions and the Sports Union of the City of Skopje. It is necessary to
harmonize the legal regulations aimed at more precise and clear definition and
delimitation of competencies in the field of sports for the municipalities in the
City of Skopje, the manner and conditions of adopting special program within
the municipality adopted by the council, and financing such activities from the
funds approved by the municipal budget.




Regulation Proposal for amendment / adoption

Law on Water Economy Article 213 of the Law on Waters stipulates the obligation for payment of fee
for water use (irrigation, electricity production) calculated as a percentage
Law on Waters of determined prices (base), which are not clearly defined, and the fee is paid
within certain deadline to a separate payment account within the treasury
Energy Law account.
The PE is obliged to calculate and charge fee for the use of irrigation water in
Law on Public Enterprises the amount of 2% of determined price per m3 of water to the service provider.

Article 31 of the Law on Water Economy stipulates that irrigation fee is a

whole of two parts (annual fee and fee for delivered quantity of water), and
the problem arises regarding the basis that should be used when calculating
the fee for water use. Because legal provisions are not precise, the PE in its
calculation of the fee takes into account only the fee for the delivered quantity
of water without the annual fee. In the Law on Waters, the amount of fee for
water use in electricity production is determined as 1% of the production
price of one-kilowatt hour of electricity on the threshold of the power plant

at hydropower plants. However, it does not provide precise definition on the
manner of determining the production price.

The existing legal provision on calculating the fee as a percentage of the
production price of electricity, without definition thereof, has contributed for
the taxpayers to apply production prices calculated in their own way or to apply

sales prices.
Law on Waters It is necessary to envisage / adopt legal obligation for:
» set up, maintenance and continuous update of a single register of granted
Law on Concessions and Public water use concessions;
Private Partnership P setup, maintenance and continuous update of signed long-term lease
agreements by direct agreement;
Energy Law P timely and regular submission of data by the public partners in PPP to

the Ministry of Economy for entry in the Register of awarded contracts
for establishment of PPP. as well as misdemeanor provisions for non-

compliance.
Law on Waters There is collision and overlap of competencies of MoEPP in several legal
solutions. MoEPP has authority to issue permits for water right and approval of
Law on Environment studies on environmental protection, which are also a condition for awarding
concessions for construction of hydropower plants, also in the competence of
Law on Concessions and Public MoEPP.
Private Partnership The audit recommends taking activities for revising the legal solutions, i.e.
MoEPP to have competences in the field of environmental protection, while the
Energy Law procedure for granting concessions for use of water for electricity production

to be implemented by the Ministry of Economy, as the competent ministry in the
Law on Organization and Operation  field of energy (in line with the basic competencies of these ministries in the
of State Administration Bodies Law on Organization and Operation of State Administration Bodies).
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Regulation Proposal for amendment / adoption

Law on Health Insurance It is necessary to reconsider the justification and validity of the introduction
of Article 28-a of the Law on Health Insurance in April 2021, which provides
Law on Healthcare Records for setting up separate system for prescribing and issuing medicines covered

by the Fund (through the IT system of the Fund) when in line with the Law on
Healthcare Records provides for a functional system for prescribing and issuing
medicines through the Electronic Healthcare Administration-My term. This will
create two parallel IT systems for prescribing and issuing medicines and will
cause engagement of additional resources by doctors and pharmacies.

Law on Public Procurement Amendments are needed to the Law on Public Procurement regarding
limitation of sales margin and provision of services for servicing and spare
parts at prices that correspond to the market, in the procedures for servicing
equipment for which economic operators have monopoly / exclusive right. Due
to the monopoly / exclusive right of most economic operators for servicing
and maintenance of medical devices in public healthcare, public healthcare
institutions are most often put in a position to accept conditions imposed by
authorized representatives of manufacturers, for which significant budget funds
are spent.

Law on Culture There is a need to harmonize the provisions of Articles 60 to Article 70-a of the
Law on Culture with Article 37-d of the Law on Budgets in terms of preparing
and submitting financial plan for the use of funds approved by the National
Institutions by the Ministry of Culture.

Ministry of Culture to examine the justification of provisions of Article 76-b and
76-e of the Law on Culture and to propose amendment to the Law to eliminate
the possibility of abuse in employment within category A. The legal solution
allows employment of persons with different level of education from minimum
completed high school to completed VIl / 1 education level, which does not
contribute to raising the quality and creating a highly educated professional
staff within the National Institutions.

Law on Judicial Service Pursuant to Article 78 of the new Law on Judicial Service, salaries of employees
that perform technical and support work in the courts are within the frames of
salaries determined for administrative-technical court clerks depending on the
level of education, job position in line with the act of systematization and the
work experience, without regulation of the manner of determining salaries of
this category of employees.

Law on Out-of-Court Procedure Article 307 of the Law on Out-of-Court Procedure stipulates that if the person in
whose favor the case is deposited or the depositor does not raise the deposited
Court Rules of Procedure case within ten years from the transfer of the case to the court deposit, the

court will rule that the deposited case became property of the Republic of North
Macedonia. Article 359 of the Court Rules provides that if the deposit beneficiary
or the depositor at the invitation of the court does not take the deposit at least
once a year, after the expiration of the statute of limitations of ten years, the
court determines that the right to issue the deposit is obsolete and that the
deposit has become revenue of the spending unit of the judiciary.




Regulation Proposal for amendment / adoption

Constitution of the Republic of Absence of precise normative regulation of the term pandemic, circumstances

North Macedonia for declaring state of emergency and its extension in conditions of pandemic,
competencies and responsibilities of each type of government and procedure,

Law on the Government of the scope and time validity of Decrees with legal force.

Republic of Macedonia

Absence of Due to absence of a separate law regulating state of emergency and legal
Law on Regulation of State of regulation of the term pandemic and its connection with declaring state of
Emergency emergency, there are unanswered questions regarding legal actions, holders,

competencies and acts that can be adopted. This condition poses a risk of
inefficient dealing with challenges of a pandemic during state of emergency.
At national level, there is no long-term strategic document with defined
goals, measures and activities of competent institutions for dealing with
consequences from the health and economic crisis caused by the pandemic.

Law on Employment and Further regulation of the provisions of the Law re preparation, the holder/

Unemployment Insurance competent institution and the period of adoption of the Operational Plan (OP)
as an annual operational document for active employment programs and
measures.

In addition, the law does not provide for the manner of allocating funds, thus
the Agency is only included in the realization of measures and services, while
planning and allocation of funds is done by MLSP.

Law on Higher Education No activities have been taken as prescribed in Article 43 paragraph 2 of the
Law on Higher Education by the National Council regarding adoption of Decree
on criteria for financing higher education, which results in different manner of
acting and functioning of higher education institutions through current acts and
decisions.
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M3BEWTAJ HA HESABUCHUOT PEBU30P
Oo Co6panuneto Ha Penybnuka Ceeepna MakenoHuja

WaeewrTaj 3a pUHAHCHUCKNUTE W3BEILTaMH

Hue u3epluMBME peBuanja Ha NPUNOXEHUTE (DMHAHCWMCKN W3BewwTan Ha [ipxaeHuoT 3aBoq
3a peeuanja - Cmetrka Ha ocHoeeH Oyyer Ha Penybnuka CeesepHa MakegoHuja
020021504063119, a kouwTo ro BKNy4ysaaTt 6UnaHcoT Ha NpUXoAWTE W pacxoawTe 3a roguHara
KojawTo 3aepwyea Ha 31 nekemepu 2021, kako u GunaHcoT Ha cocTojfa 3akny4Ho co Taa aara, u
npernegoT Ha 3Ha4ajHUTe CMETKOBOACTBEHN NONUTUKW W APYrk objacHyBauku Genewku.

OdzoeopHocm Ha pakoeodcmeomo 3a ¢huHaHCcUCKUMe u3eewmau

PakoBoacTBOTO € OArOBOPHO 32 NOAroTBYBaHkeTo U 06jEKTUBHOTO Npe3eHTUpaK-e Ha oBue
(WHaHCMCKM M3BEelUTan BO COFMAacHOCT cO 3aKOHOT 3a CMETKOBOACTBOTO Ha Oyyetute u
Gyyerckute KopucHuuw, [paBMNHMKOT 3a CMETKOBOACTBOTO Ha Oyyetute wm Oyyetckute
KopucHUUM W MNpaBunHMKOT 3a npumeHa Ha MefyHapoaHWTe CMETKOBOACTBEHMW CTaHaapauw 3a
jaBHMOT CEKTOp Ha rOTOBWMHCKA OCHOBA, W WHTEpHaTa KOHTPONa KojaTo e penesaHTHa 3a
nogroTeyeakweTo W 0BjeKTUBHOTO npeseHTUpawe Ha (MHAHCMCKM W3BEWTau KOW WTo ce
ocnobogeHn of MaTepujanHo MOrpewwHo npukaxyeawe, 6Ge3 pasnvka pganu e pesynrar Ha
M3MaMa Unu rpeLuka.

OdzoeopHocm Ha peeu3opon

Hawa oAroBopHOCT € fa Mapasume Mucnere 3a oBue (PUHaAHCUCKK W3BeluTan Bp3 OCHOBa
Ha HawaTa peBuanja. Hue ja cnpoeeaoBMe HallaTa peBu3nja BO COrMacHOCT co cTaHgapavTe 3a
peBnanja Kou WTO ce Bo npumeHa Bo PenyGnuka CesepHa MakegoHuja. Tue ctaHgapamn 6apaart
Aa rv noyuTyBame eTuykuTe HGapara K aa ja nnaHupame u N3BpLUMME peBusnjaTta 3a ga aobveme
pasyMHO yBepysawe 3a Toa fanu (MHaHCUCKUTE u3eewrTaw ce ocnoboaeHn o maTtepujanHo

NOrpeLLHO NPUKaXKYBake,
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S HE MpEaTa PTM 6 HEXASACHD PYLLITED K08 DABOTH COMACHD CHOMTE AAS N NpaE «» oSapcns. Mpexata PCM CauaTa we & nOCelng NDARHO NMLE BO HIEIHA
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Peeuanjata BKNyYyBa W3BpLUyBak-e Ha NOCTankK 3a npubaByBake Ha PeBU3OPCKH A0Ka3N
3a uaHocuTe u obenogeHyBawarta Bo (hMHaHcuckuTe wasewTan. MsbpanuTe noctankv saewcaT
Ofi pacyfyBakeTO Ha PeBM30pOT, BKNYYyBajiM ja W NpoueHKaTa Ha pusnuMTe Of MaTepujanHo
NorpeLuHo NpUKaxyeake Ha (hMHaHCUckUTe u3selwTan, bes pasnuka ganu e pesynrtar Ha usmama
unu rpewka. Kora rM npaen TMe NPOLEHKW HA PW3WKOT, PEBU3OPOT ja pasrnejysa uHTepHarTa
KOHTpONa peneBaHTHa 3a NOAroTBYBaweTO W OBjeKTUBHOTO npeseHTUpare Ha (uHaHcucKuTe
M3BELITaun Ha EeHTUTeTOT 3a Aa obnukyea peBM3OPCKW NOCTANKKM KOWLUTO Ce COOABETHW BO
OKONHOCTMTE, HO HEe 33 UenTa Ha M3pasyBake Ha MUCnewe 3a efpeKTUBHOCTa Ha WHTepHaTta
KOHTpONa Ha eHTWUTeToT. PeBn3wjata WCTO Taka BKNyYyBa M OLUEHKA Ha COOABETHOCTA Ha
KOPUCTEHUTE CMETKOBOACTBEHU MONMUTUKA W Ha pas’yMHOCTa Ha CMETKOBOACTBEHUTE NPOLIEHKW
HanpaBeHW of CTpaHa Ha PakoBOACTBOTO, KAKO W OLIEHKa Ha CEBKYNHOTO Npe3eHTWpame Ha
(PUHAHCUCKMTE M3BELLTau.

Hue sepyeame geka peBU3OPCKWTE [0Ka3W KOWLUTO MM WMame npubaseHo ce JOCTaTHU K
coogBeTHW 3a Aa obeabenar ocHoBa 3a HaWeTO PEBU3IOPCKO MUCNEH:E.

Mucnene

Cnopesi HaleTo MUcnewe, (PUHAHCHCKUTE M3BelTaW ja npeseHTupaar objekTMBHO, oA
cuTe MaTtepujanHu acnekTu, puHaHcuckata coctojba Ha [pXasHMOT 3aBoj 3a peeusuja — CmeTka
Ha ocHoBeH Oyyer Ha Penybnuka CeeepHa Makepgonuja 020021504063119 saknyyHo co 31
pexkemepw 2021 rogvHa, Kako U HEroBMTE NPMXOAWM M pacxofuW 3a roguHaTa KojalTo 3aepluyea
TOraw BO COFNACHOCT €O 3aKOHOT 3a CMETKOBOACTBOTO Ha ByyeTtute u GyyeTckute KOPUCHULM,
MpaBUNHUKOT 3a CMETKOBOACTBOTO Ha Oyyetute u Oyyerckute kopucHWUM W paBunHukoT 3a
npumeHa Ha MefyHapoaHUTe CMETKOBOACTBEHW CTaHAapAu 3a jaBHWOT CEKTOp Ha roTOBMHCKa
OCHOBA.

THE POWER OF BEING UNDERSTOOQOD
AUDIT | TAX | CONSULTING

PCM MAKEQOHIA [IOOEN Cronge & <nen v PCM mpesata # Tpryea gaco PCM. PCM @ TProncecTo e K08 08 ROPHCTA 0 CTPaME KA uneHerTe Ha PLM Mpaxata Coemn
MR HE MPEETE POM & He3S0WcHO JDYLUTEO vo8 PEG0TH COrMAacHD CROMTE A0QENEHM NDEBSE 1 cfapond. Mpesxara PCM canata we & NOCeGHD NPEEHD NS BO HsHpE
VPCEMLA



RSM

PCM MAKEJOHWJA NOOEN Cronje

fame Mpyes 8. 1000 Cronje, P. Cesepna Makgaonula

T+389 (0)F 3233 301

E contact@rsm.mk
Www.rsm.mk

MasewTaj 3a Apyrv NnpaesHu M perynaruenu 6apamwa

Bo cOrNacHOCT o 3aKoHOT 3a ApXaeHa pesuauvja, [pxaBHWOT 3aBo4 3a pesBu3nja uma
oBBpCKa fja MaroTeyBa roAvLLEH W3BELLTa] 3a M3BpLUEHUTE peBu3ny 1 3a paboTara Ha [pxasHWoT

3aBog 3a peeunsmja.

Halua 0AroBOPHOCT BO COFNACHOCT CO 3aKOHOT 3a peBu3vja e Aa u3pasume MUcneHe Bo
BPCKa CO KOH3UCTEHTHOCTA Ha rOAVLLHWOT W3sewrTaj sa paboTa co roguwHaTta cmeTka W

(PMHAHCMCKWTE W3BELUTaW 38 ucTaTta rofuvHa.

Mucnewse

Cnopep, Halle MMCNEeHE, NoJaTOLUMTE BO NOAULIHWOT MIBELUTa] C& KOH3UCTEHTHN CO OHne
BO TOAMIUHATA CMETKa U (bMHaHCUCKWTE WaBewTan Ha [lpxasHuOT 3asod 3a peswsuja sa 2021

roguHa.

Ckonje, 03.06.2022

OenacTeH peeuaop

Crojan JopgaH

THE POWER OF BEING UNDERSTOOD
ALIDIT | TAX | CONSULTING

OpywrTeo 3a peensnja
PCM MAKE[OHWJA OOET Ckonje

L)) AERAS

- RSM

~Apywrso 3a pesmsmja PCM
MAKEZOHWIA 100EN Cronje

PO MARENOHMAA GOOEN Cacnie & wnav ks PCM Mposars # 1pryoa kit PCM, PCH @ TRIOCKDTO W8 K08 8 ECRINCTIA O ETRBHE HI HREHDATS A POM wepamnTa. Coeny
i i MPERETE PO & HEIAIWCHD APVITED F0S DIBCTY COMATHD CHINTE JOASMeE panl 4 ofapoay Mprsars PCM chsmara s 8 nocofnd npan-e s Bo maaHe

GRS



[p#aBeH 38807 38 PEBNIK/E

SUHAHCHCKM MIBELITAN 3a CMETKa Ha ocHoBeH GyyeT Ha PCM 631-19 3a roauHaTa 3aBplweda Ha 31 pexemepu 2021

BEMNAHC HA COCTOJBA

Onuc Ha nosnumjaTa

AxTHBa

TexkoBHM cpegcTBa

Mapu4Hu cpegcTea

MoBapyeak-a o Kynysa4yuTe BO 3emjara
Mobapyeatba on spaboTeHuTe

AKTWBHW BpEMEHCKW pasrpaHuyyBaksa

BKynHO TeKOBHW CPeACTBa

MNocTojanm cpeacTea
HemarepwjanHu cpeacTea
MaTepwjanHu cpencTea

BkynHo nocTojaHu cpeacrea

BkynHa akThBa

BoxbunaHncHa eBuaeHUM]a - aKkTMBa

MNacuea

TexkoBHW oBBpPCKM

KpaTkopounu obepcku cnpema aobasysaum

MacveHW BpEMEHCEN pasrpaHndyBaka

BKynHo TeKOBHM 06BpCKM

Wasopm Ha cpeacTBa
N3eopw Ha KaNnUTanHW cpeacTea
Pesanopr3auwoHa pesepea

BKynHO W3BOPHM Ha AeNOBHK CpeACcTBa

BxynHa nacuBa

BoxnbunaHcHa eBugeHUMja - nacKea

Ckonje, 21.02.2022

Shrerebcus

FPakoBoguTen Ha oggeneHve 3a
BGyueTcka KOHTpoNna 1 nnakarwa
[laHye AHrenoBcka

OB6pazno
KeHue

4.1.
4.1.1.
4.1.2.
4.1.3.
4.1.4.

42
421.
422

4.3.

4.31.
4.3.2.

4.4.

g0 deHapu

2021 2020
2.494.120 2.516.120
9.341.850 9,341.850
11.835.970 11.857.970
11.835.970 11.857.970
11.835.970 11.857.970
11.835.970 11.857.970




[pwased 3asoq 3a pesnavja
BMHAHCHCKH MIBELWTaW 38 CMeTka Ha ocHoseH GyueT Ha PCM 631-19 3a rogmHaTa sasplueqa Ha 31 gexemepu 2021

BEWNAHC HA NPUXOOW U PACXOOWN
80 deHapu

O6pazno  Byyer PeanuanpaHo PeanuanpaHo

Onuc Ha noauuMjaTa HeHue 2021 2021 2020
Mpuxogw 31,

HeaaHouHn npuxogm 3.1.1. 2.159.127
TpaHcthepun 1 AoHaLMKM 3.1.2. 2.970.000 2.516.120 550.363
ExynHo npuxogmu 2.970.000 2.516.120 2.709.490
Pacxogm 3.2

TekoBHM pacxoam

CyBaeHuvm » TpaHchepn 3.2.1. - -
Crokm 1 yenym S22 1.620.000 22.000 193.370
BkynHo TeKoBHM pacxoam 1.620.000 22.000 193.370
Kanutanuu pacxogm

KanwranHw pacxogm 323 1.350.000 - -
BxynHo kanwranHu pacxoamn 1.350.000 - -
BrkynHo pacxogm 2.970.000 22.000 193.370
OcTBapeH BMWOK Ha NpMXogM 2.494.120 2.516.120

[aHoum, NPUAOHECH W APYTH AaBaYkW
0f} BMIWOKOT Ha NPUX0aM

HeTo BuWoOK Ha NpuxoaM - 2.494.120 2.516.120

PacnopegyBake Ha BMWOKOT Ha NPUXOaM

[en of HETO BULLIOKOT Ha NPUXOAM 38 NPEHOC
BO HapeaHa rofuHa - 2.494.120 2.516.120

OBepckn 3a gaHoK Ha aobueka
Bkynxo pacnopeg Ha BMILOK Ha MPUXOOM
Cronje, 21.02.2022

%{Elﬂ@cfw

PakoBoguTen Ha ofaenexune 3a
GyyeTcka KOHTpoOna v Nnakaka
NaH4ye AHrenoBcka




RSM

PCM MAKEQOHWJA OOEN Crkonje

Aame MNpyes 8, 1000 Cronje, P. Cepepia Maxegonuja

T+380 (0)2 3233 301
E contact@rsm.mk
www.rsm.mk

M3BELWUTAJ HA HESABUCHUOT PEBU3OP
Ao Cobpanmero Ha Penybnuka CesepHa MakegoHuja

M3eewraj 2a huHAHCHUCKUTE UZBELITAN

Hwe sBpwmMBME peBn3mnja Ha NPUNOXKEHWTE (PMHAHCUCKU M3BeLwwTan Ha [ipkaBHNOT 3aBo
3a peeu3nja - CmeTka Ha ocHoeeH Oyyer Ha Penybnuka CesepHa MakegoHuja
020021504063710, a koMwWTO ro BKNy4yBaaT GUNAHCOT Ha NPUXOAUTE W pacXoAWTe 3a roguHaTa
KojawTo 3aepwyea Ha 31 aekemepu 2021, kako U BunaHcoT Ha cocTojba 3akny4Ho co Taa aara, U
nperneaoT Ha 3Ha4ajHUTe CMETKOBOACTBEHK NONMTUKK U Apyrv oBjacHyBaykn GeneLuku.

OdzoeopHocm Ha pakosodcmeomo 3a thuHaHcuckume uieewmad

PakoBoACTBOTO € 0ArOBOPHO 3a NOArOTBYBAHKETO W 0BjEKTUBHOTO Npe3eHTUpal-e Ha oBUe
(pMHaAHCWUCKM M3BELUTan BO COMMAcHOCT €O 3aKOHOT 3a CMETKOBOACTBOTO Ha Oyyetwure u
Byyetckute KopucHMUM, [lpaBMNHMKOT 3a CMETKOBOACTBOTO Ha Oyyetute u OByuyertckute
KOpUCHWUM u [paBUnHUKOT 3a npumeHa Ha MefyHapoagHWTe CMETKOBOACTBEHW CTaHgapau 3a
jaBHMOT CEKTOp Ha rOTOBMHCKA OCHOBA, M MHTEpHATa KOHTPONa KOjalTo e penepaHTHa 3a
nogroTeyeawketo M 0BjeKTMBHOTO npe3eHTMpawe Ha (WHAHCWCKW M3BELUTAW KOW LWTOD ce
ocnoboaeHn oa maTepujanHo NOrpelwHo npukaxysakwe, 6e3 pasnuka ganu e pesynTar Ha
MaMama unu rpeLuka.

OdzosopHocm Ha peausopom

Hawa oArosopHOCT e fa u3pasume MUCNeH:e 3a 0BUe PMHAHCUCKK W3BELLTan BP3 OCHOBA
Ha Hawara peewavja. Hue ja cnpoeenoBMe HaliaTa peBn3nja BO COrMacHOCT CO CTaHaapauTe 3a
peBu3nja ko WTO ce Bo npuMeHa Bo Penybnuka CeeepHa Makegonwja. Twe cTaHgapam Gapaar
Aa rv noyWTysame etuukuTe Gapara u Aa ja nnaHnpame M W3BpLUMME peBu3njaTa 3a ga gobueme
pasymHO yBepyBaie 3a Toa ganu (pMHaHcuckuTe m3sewTau ce ocnobogeHn og martepujanHo
norpewHo npukaxyeame,

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

PCM MARKE[IOHW.A [OOEN Cronje @ wnés va PCM mpésata v Tprysa eard PCM. PCM o TEFOBCKOTD 10 K00 CF EOPHCTH O CTRAHE HE YNaHTE KA PCM MpésaTa. Canoj
ynes 18 MpexaTs PCM & HBdaprcHD JPyLWmeo koe paboTs Cornackd CROMTE Qoaenesd npaea @ ofepcey. Mpexara PCN cavara e @ noceBng NOAEHD NWUE DO HNeaHa
IYPHCAMRLMR



RSM

PCM MAKENOHWJA OOOEN Cronje

Dame MNpyes 8, 1000 Cxonje, P. CepepHa Makepoxwja

T+380 (0)2 3233 301

E contact@rsm.mk
www.rsm.mk

PeeuaunjaTa BKNyYyBa M3BPLUYBaH-€ Ha NOCTanku 3a npubasysake Ha PEBU3OPCKU AOKA3IN
3a u3HocuTe u obenogeHyearwata Bo puHaHcHckMTe n3sewrTau. MabpanwTe nocranku 3aeucar
0/l pacyflyBaweTo Ha PEBM30POT, BKNYYyBajkM ja M npoueHkaTa Ha puaMuuTe ofi MartepujanHo
NOrpeLLHo NPUKaXyBakwe Ha uHaHcUcKuTe u3eelwTawn, bes pasnuka aanu e pesynTar Ha uamama
unu rpewka. Kora ru npaenm TWe NPOUEHKU Ha PM3MKOT, PEBM3OPOT ja pa3rneayea WHTepHaTa
KOHTpONa peneeaHTHa 3a NOAroTBYBakEeTO M 00jeKTMBHOTO MpeseHTUpale Ha (UHaHCKCkuTe
M3BELUTaW Ha eHTUTeTOT 3a Aa obnukyea PeBM3OPCKM NOCTankKKW KOWWTO Ce COOABETHW BO
OKONHOCTUTE, HO He 3a UenTa Ha wapasyeaile Ha MMcneibe 3a eeKTWBHOCTa Ha WHTepHaTa
KOHTpONa Ha eHTuTeToT. PeBuaujaTa WCTO Taka BKNyyyBa WM OLIEHKA Ha COOABETHOCTa Ha
KOPUCTEHWTE CMETKOBOACTBEHW NONWUTUKW W Ha pa3yMHOCTa Ha CMETKOBOACTBEHWTE NPOLIEHKW
HanpaBeHW of CTpaHa Ha pPaKOBOACTBOTO, Kako W OLEHKA Ha CeBKYNHOTO NMpeseHTWpak-e Ha
thMHAHCWUCKWUTE U3BEeLLTaM.

Hue BepyBame fieka PEBU3OPCKUTE A0KA3N KOWLLTO MM MMmame npubaBeHo ce AOCTaTHU U
cooaBeTHW 3a fa obeabenar OcHOBA 3a HALLETO PEBM3OPCKO MUCNEH:E.

Mucnene

Cnopesi HalWweTo MUcnewe, (PUHAHCUCKUTE M3BELUTaW ja npeseHTUpaat objekTweHo, of
cuTe maTepujanHu acnekTv, doMHaHcuckara cocToj6a Ha [ipkaBHWOT 3aBoA 3a peskanja - CmeTka
Ha ocHoeeH Gyyer Ha Penybnuka CesepHa MakepoHuja 020021504063710 saknyyHo co 31
nekemepyn 2021 rogMHa, Kako ¥ HEroBUTE NPUXOAM W PacXoAM 3a roguHaTa KojawTo 3aepluyBa
TOrall BO COrNAacHOCT cO 3akoHOT 3a CMeTKOBOACTBOTO Ha Dyyetute v ByLeTckuTe KOPUCHWUM,
MpaBUNHUKOT 38 CMETKOBOACTBOTO Ha GyyeTute M GyyeTckute KopucHun v MpaBunHMKOT 3a
npumeHa Ha MefyHapogHuTe CMETKOBOACTBEHW CTaHAapAn 3a jaBHWOT CEKTOp Ha roToBMHCKA
OCHOBA.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

PCM MAKELCHWIA [OOEN Cxonge & 4neH 13 PCM Mpesars n TRryea eano PCM, PCM @ THfOBCROTO MAe 108 O KOPWCTH O ETPAHA 1l unenore ia PCM upesara. Cesy
unEs +l MPERETE PCM 8 HOISBWCHO ADYLLTIC 16 PATOTI COMBCHD CROWTE ADAENEM NEARE  olepcrn. Mpexara PCM casara e @ nocalieg NPa Mage Bo meiHa
I¥PCaMnAa



RSM

PCM MAKEOOHWJA NOOEN Ckonje

Name MNpyes B, 1000 Cronje, P. CasepHa Makegoknja

T+389 (02 3233 301

E contacti@rsm.mk
WWW rsm mk

WzsewTaj 3a Apyrv npasHK » perynatueHu Bapamwa

Bo cornacHocT co 3akoHOT 3a gpxaeHa pesuanja, [pxasHWOT 3aBof 3a peBvanja uma
obBpcka Aa waroTeysa rolUlleH WaBellTaj 3a MIBPLUEHNTE PEBW3WK U 3a paloTaTa Ha [lpxaBHuOT

3aBo/] 3a peev3nja.

Hawa oaroBopHOCT BO COrNacHoOCT co 3akoHOT 3a pesuavja e na upasmme MUCNewe Bo
BpCKa CO KOH3MCTEHTHOCTa Ha roAMWIHMOT M3BewTaj 3a pabota co roguwHara cMeTka W

(hUHAHCMCKUTE U3BELLTan 3a ucTarTa roguHa.

Mucnene

Cnopeg Halle Mucnerwe, NOAaTOUWTE BO rOAWLLHWMOT W3BELUTaj Ce KOH3UCTEHTHW CO OHUEe
BO rogviuHara cMeTka v uHaHcuckuTe nasewTan Ha [pxasHnOT 3asof 3a pesuauja 3a 2021

roguHa.

Ckonje, 03.06.2022

OsnacTeH peen3op

Crojau JopnaHos

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

ApywTeo 3a pesunanja
PCM MAKELLQ;[-MJA [OOEN Ckonje

 RSM

Apywrso 33 PeBMaMja PCM
MAKEZOHMIA A00EN Cxonje

POM MAKEQOHWIA BOGEN Ceonge & whnw ma POM mpasata i Tprysd e PCM. PCM @ TProacanto wis o CF cOpRcT 03 STR@HE i “nsnistms B8 PUM wpesata. Censy
wie Ml MpbETn PO @ HEIaEEseD SOyHTEo oo8 PalioTys OO MECHD CROWTE Soenssst npana v olepom Mperasta PO cailma v & noceGud Npamid M B0 wiassa
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fpxaped 3apog 3a pesvadja

UHAHCHCHM WIBELITAW 33 CMETKaTa Ha ocHoseH GyyeT Ha PCM 637-10 3a rogwHaTa aepwena va 31 gexemepu 2021

BEWNAHC HA NPUXOAM U PACXOOM

BO AeHapH
O6paznox PeanuianpaHo Peanwuanpaxo

Onuc Ha no3uumjaTa enwe  Byyer 2021 2021 2020
Mpuxogmn
TpaHcthepy ¥ AOHALIMK 3.1. 112.623.000 111.147.301 93.954.316
BrynHo npuxoaM 112.623.000 111.147.301 93.954.316
Pacxogm
TekoBHMW pacxoam 3.2
Mnati, HAEMHWHA W HAOOMECTOLM 3.2.1. 94.898.000 93.793.726 78.848.799
CToKM W yCryru 322 13.715.000 13.368.469 12.822.949
Pastu TpaHcdepu 3.23. 300.000 291.580 191.194
BkynHo TeKOBHM pacxoaM 108.913.000 107.453.775 91.862.942
Kanutanuu pacxoam 3.3
Kanwranuu pacxogu 3.710.000 3.693.526 2.091.374
BKynHO KanuTanHK pacxogu 3.710.000 3.693.526 2.091.374
Bkynuo pacxogm 112.623.000 111.147.301 93.954.316

HeTo BMWIOK Ha Npuxoaw - aobueka no

0faHOYYBaH:e

Ckonje, 21.02.2022

Ahrerotong

PakoeoguTen Ha oaneneHne 3a
GyyeTcka KoHTpona u Nnakaka

[OaH4ye AHrenoBcka




[fpxaBseq 3aBoj 338 pesvanja

DUHAHCHMCKM MIBBLLTAK 33 CMETKaTa Ha ocHoeed Byuer va PCM 637-10 3a roawHaTa 3aspuseHa Ha 31 gexemepu 2021

EWNAHC HA COCTOJBA

BO AEHapH
O6pazno-
Onuc Ha no3uumjara HKeHue 2021 2020

AxkTHBa
TekoBHMW cpeacTBa 4.1.
Mobapysaka og Kynyea4u 41.1. 218.497 218.497
MoGapyearsa op spaboTeHuTe 4.1.2. 74.137 115.066
AKTUBHA BPEMEHCKM pasrpaHuyyBaka 4.1.3. 9.472.618 7.512.232
3anwm 414, 1.625.110 1.730.460
BxynHo TeKOBHM CpeacTea 11.390.362 9.576.255
MocTojann cpencTea 4.2,
HemarepujanHu cpeacTsa 42.1. 8.549.427 5.363.237
MarepuwjanHu cpeacTea 422 367.019.426 9.647.697
BxynHo nocrojaHu cpeacTea 375.568.853 15.010.934
BkynHa akTuBa 386.959.215 24.587.189
BoxbunaHcHa akTMBa = =
Nacuea
TekoBHW 0OBpPCKN 4.3,
KpaTropounn ofepcku cnpema aobaeyeaum 4.3.1. 1.163.527 734.647
KpaTropouHu o6epckn 3a nnati w Apyrv o6epck1 cnpema
spaboTexuTe 432 8.309.091 6.777.584
MacHeHW BpEMEHCKW pasrpaHudyBakba 433 292,634 333.564
BkynHo TeKOBHH 06BPCKM 9.765.252 7.845.795
W3eopm Ha cpepcTea 4.4,
W3popu Ha kanuTanHW cpeacTea 374.223.689 16.485.605
Peeanopu3auMoHa peaepea 2.970.274 255.789
BxkynHo M3BOPH HA OeNOBHW CpeacTBa 377.193.963 16.741.394
BkynHa nacuBa 386.959.215 24.587.189

BonbunaHcHa nacuea

Ckonje, 21.02.2022

g%w eXeteuss

PakosoawTen Ha oaaeneHne sa
6yleTcka KoHTpona n nnakakwa
NaHye AHrenoscka




[pwasex 3a804 38 peenavja

SUHAHCHCKM MIBEWTAN 3a CMeTraTa Ha ocHoBeH Byyer Ha PCM 637-10 3a rogWHaTa 3aepweda Ha 31 aexemepn 2021

NPErNeQ HA NPOMEHW HA U3BOPW HA CPEACTBA

BO [leHapW
OcTaHar kanuran
(sanw Ha
onuc et I BiynHo
kanuTan pesepeHK AENOBK K
CHTEH MHBEHTap W
XapTuk O} BPeAHOCT)
Cocrojba 01.01.2021 roguHa 15.010.933 1.730.461 16.741.394
3roneMyBare NO OCHOB Ha: 367.987.513 1.099.757 369.087.270
3ronemyeare Ha BpegHoCcTa
(kanuTanusauwja) 365.184.518 1.099.757 366.284.275
Mo nonue 2021 -
Peeanopuzauuja 2.802.995 2.802.995
Hamanyeawe no oCcHOB Ha: 7.429.593 1.205.108 B.634.701
AmopTHsaluja 6.751.019 6.751.019
WMapatHuum 1.091.072 1.091.072
Mo nonuc 2021 590.065 114.036 704.101
Pesanopusauuja 88.509 88.509
Cocrojba 31.12.2021 roguHa 375.568.853 1.625.110 377.193.963




RSM

PCM MAKEQOOHWJA OOOEN Ckonje

DName Mpyes 8, 1000 Cronje, P. Ceaepra MaxaaoHnja

T+389 (0)2 3233 301
E contact@rsm.mk
Wi, rsm.mk

U3BEWTAJ HA HESABUCHWUOT PEBU3OP
[o Co6panmneTto Ha PenyGnuka CesepHa MakegoHuja

M3eewTaj 3a hUHAHCHCKHTE M3BELLUTAKN

Hwe n3epwmBME peBu3Mja Ha NPUNOXKEHUTE (PUHAHCUCKW M3BewTan Ha [IpKaBHUOT 3aBOA
3a peBuamja - CmeTka Ha ByyeT Ha goHaumn MpoekT og MefyHapogHa opradusaumja UHTOCAM, a
KOWLUTO ro BKny4yBaaT GMNaHcoT Ha NPUXOAWTE W PpacXoAuTe 3a roguHaTa KojalTo 3asplyea Ha
31 pexemsBpu 2021, kako W GumnaHcoT Ha cocTojba 3akny4Ho cO Taa Aarta, W nNpernegoT Ha
3HaYajHWTEe CMETKOBOACTBEHN NONUTUKKM U Apyrk o6jacHyBadykn Genewku.

DaEﬂﬂﬂpHDCﬂ]‘ Ha pameoﬁcmaomu 3a huHaHCcUCKUmMe u3eewmau

PakoBofiCTBOTO € OATOBOPHO 33 NOArOTBYBaH-ETO W OBjEKTMBHOTO NpeseHTUparke Ha oBue
(hMHaHCUCKM M3BELUTaW BO COMMAcHOCT cO 3aKoHOT 3a CMETKOBOACTBOTO Ha Oyyetute M
ByyeTcknTe KopucHMLM, MpaBUNHUKOT 338 CMETKOBOACTBOTO Ha ByyeTuTe K GyUeTCKMTe KOPUCHWLM
1 MNpasunHUKOT 3a NpuMeHa Ha MefyHapoaHWTe CMETKOBOACTBEHW CTaHAAPAMN 3a jaBHWUOT CEKTop
Ha roTOBMHCKA OCHOBA, M WHTEpHAaTa KOHTPOMa KOjalTo € peneBaHTHa 3a NoAroTBYBaH-ETO W
06jeKTMBHOTO NPe3eHTUpake Ha (PMHAHCHUCKW M3BELITaN KoK WTo ce ocnoboaeHu oa matepujanHo
NOrpeLwuHo Npukaxyeare, 6e3 paanuka nanu e pesynTar Ha uaMmama Unu rpeLuka.

OdzoeopHocm Ha peauiopom

Hawa OAroBOpPHOCT & A3 W3pasuMe MUCnewe 3a oBue II#IHHEHEHGM H3BellTan Bp3 OCHOBA
Ha HawaTa peewawja. HWe ja cnpoeefoBme Halwara peBusKja BO COrNacHoOCT CO cTaHaapawTte 3a
peBuaunja KoM WTO ce Bo npumeHa Bo Penybnuka CesepHa MakeaoHwja. Twe ctavgapau 6apaar pa
M nouuTyBame eTuukute Gapawa W Aa ja NnaHMpame W M3BplUIMME pesusnjaTa 3a Aa Aobueme
pasyMHO yBepyeare 3a Toa Aanu uHaHcuckuTe wu3sewTaun ce ocnofogeHn og matepujanHo
NOrPeLUHo NPUKaXYBabe.

PesuanjaTa BKNy4yBa M3BpLYBake Ha nocTanku 3a npubasyeaise Ha peBU3OPCKA [A0Ka3N
aa usHocute u oGenofgeHyearata Bo puHaHcUckMTe usselwTan. MsbpanuTe nocTankk 3aeucat o
pacyfyBarmeTo Ha peBM30pOT, BKNYYyBajkM ja W NMpoueHKaTa Ha pWU3MUMTE 04 MaTepujantHo
NorpeLUHo NpUKaKyBake Ha (DUHaHCUCKWTE u3BelwTan, bes paanuka aanu e pesynTaT Ha uimama
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unu rpewka. Kora ru npasu TMe NpOLEHKM Ha PWM3WKOT, PeBU3OPOT ja pasrnedyea WHTepHaTa
KOHTpONa peneeaHTHa 3a NOAroTBYBareTo W O0GjEeKTMBHOTO Npe3leHTHpawe Ha (PUHAHCHUCKUTE
M3BEWTan Ha eHTUTETOT 3a Aa 0BNWKyBa pPEeBM3OPCKW MOCTankKu KOMIUTO Ce COOABETHW BO
OKONHOCTWTE, HO He 3a UuenTa Ha wW3pasyeake Ha MWCnewe 3a eEeKTMBHOCTA Ha WHTepHaTa
KOHTpONna Ha eHTUTeToT. PeBu3njata MCTO Taka BKIyYyBa M OUEHKa Ha COOABETHOCTa Ha
KOPUCTEHWUTE CMETKOBOACTBEHWM NONWTHKWM W Ha pasyMHOCTa Ha CMETKOBOACTBEHWTE NpPOLUEHKA
HanpaeeHW 04 CTpaHa Ha pakoBOACTBOTO, Kak0o W OLUEHKa Ha CEeBKYNHOTO Npe3eHTupake Ha
(bMHAHCUCKUTE W3BELLTaW.

Hue BepyBame neka peBM3OPCKMTE AOKA3W KOWWITO rM Mmame npubaseHo ce JOCTaTHU W
coofBeTHM 3a Aa o6eabenar OcHOBa 3a HALLETOD PEBU3OPCKD MUCNEHE.

Mucnense

Cnopen HaweTto mucnewe, (bMHaHCMCKUTE M3BelwTaw ja npeseHTupaat ofjekTmeHo, o
cuTe maTepujanHu acnekTW, uHaHcuckaTta coctojba Ha [pxaeHuoT 3aBof 3a pesuamnja - CmeTka
Ha Oyyer Ha pgoHaumn [lpoekt og MefyHapogHa opravusaumja MHTOCAM saknyuHo co 31
Aekemepn 2021 roguHa, Kako ¥ HEroBuTe NPUXOAW W pacxofM 3a rofuHaTa KojawTo 3aBpluysa
TOralw BO COrMacHoOCT cO 3aKOHOT 3a CMEeTKOBOACTBOTO Ha GyyeTtute M GYUETCKMTE KOPWMCHMLM,
MNpaeunHnkoT 3a cmeTKoBOACTBOTO Ha Gyyetute u GyyeTtckuTe KopucHuum W MpasunHMKOT 3a
npumeHa Ha MefyHapoAHMTe CMeTKOBOACTBEHW CTaHAApAW 3a jaBHMOT CEKTOP Ha rOTOBMHCKA
OCHOBA.
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MageluTaj 3a Apyrv NPaBHW K perynatuexn bapamsa

Bo cornacHocT co 3akoHOT 3a ApkaBHa peewavja, [pkaBHWOT 3aBOA 3a peBu3nja uma
obBpcka ia M3roTBYBa rogulleH W3BeLlTaj 3a U3BPLUeHNUTE PEBU3NMK 1 33 paborata Ha [IpxaBHuoT
3aBOJ] 33 peBunanja.

Halwa 0AroBOPHOCT BO COTMACHOCT CO 3aKOHOT 3a peeu3nja e Aa napasume MUcnere Bo
BPCKAa CO KOH3MCTEHTHOCTA Ha rOAMIUHWMOT M3BewTaj 3a pabota co roguwHata cMmertka W
¢hHaHCUCKUTE M3IBELUTaN 3a UCTaTa roauHa.

Mucnene

Cnopep Hallie MUCNere, MOAAToLMTe BO rogUWHKUOT M3BELITa) Ce KOHIUCTEHTHW CO OHWe
BO roAMILHATA CMEeTKa M (hUHAHCHCKMTE W3BewTan Ha [ipxaeHuOT 3aBof 3a peemnanja 3a 2021
roavHa.

Cronje, 03.06.2022

OenacreH peBnaop [OpywTeo 3a pesusuja
CrojaH JopaaHoB PCM MAKEQ?L—_MJA JOOEN Ckonje

~Apywrso 3a pesmsnja PCM
MAKEQOHHWIA AD0EN Cxonje
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[Apwasex 3as0q 3a pesnavja
SHHAHCHCKH MIBELLUTaM 3a MpoexT oa Mefynapoasa opraHuaaumja MHTOCAM 3a roaMHaTa 3aBplieHa Ha 31 gexemepy 2021

EWUNAHC HA NPUXOOU N PACXOOW

BO ABHAPW
OGpaznowe Byyer Peanusupano Peanuanpaxo

Onuc Ha noaMumjaTa HHE 2021 2021 2020

Mpuxoam

Tparcdepn 1 SoHaLMA 3.1. 702.000 701.556 613.861

BxynHo npuxoam 702.000 701.556 613.861

Pacxoam

TeKOBHW pacxogm 3.2

BkynHo TEKOBHW pacxoam . . .

Kanutanxw pacxogM 3.3 702.000 701.556

BKYNHO KanWTanHW pacxoam 702.000 701.556 -

BrkynHo pacxoamM 702.000 701.556 -

Hepeanuaupanu cpeactsa og 6yyeror - - 613.861

[aHouM, NPUAOHECH M APYrH AABAYKH OA
BMILOKOT Ha Npuxoam - nobueka npea
OfaHOvyBaKe

Heto Buwok Ha npuxoaw - nobuexa no
ofaHovyBaibe - - 613.861

Cxonje, 21.12.2021

Lt exdecus

PakoBoauTen Ha oaaeneHue sa
fyyeTcka KOHTpona U nnakawe
[lan4ye AHrenoecka




[pxaped 38800 3a peenavja
DuHaHcHcxM waseiTan 3a MNpoext on MefyHapoara opranvsauvja MHTOCAM 3a roguHaTa 3aspuiexa Ha 31 gexemepu 2021

BUNAHC HA COCTOJBA

BO A@HapH
O6pazno-
OnKec Ha noauumjaTa HeHWe 2021 2020

AxTHBa
TexoBxM cpeacTea 4.1,
JKipo cveTka 4.1.1. - 613.861
BKynHo TeKOBHW CpeAcTBa - 613.861
BrynHa akTvea - 613.861
MNMacuea
TexkoBHM 0BBpPCKM 4.2,
MacKBHW BPEMEHCKWA pasrpaHudy Batba 421, - 613.861
BKynHO TeKOBHW 0GBPCKM - 613.861
BkynHa nacuea - 613.861

Ckonje, 21.12.2021

52190‘( EASOCUR,

PakosoguTen Ha oaAeneHne 3a
ByyeTcka KOHTpona u nnakawe
[an4e AHrenoecka







ABBREVIATIONS

RNM
SAO
SAl

AG

DAG

EU
INTOSA
ISSAls
EUROSAI
AMS
WBIF
IT
LSGUs
HIF

PHI
PDIF
EARNM
PRO
VAT
GDP

PE

ISC

Republic of North Macedonia

State Audit Office

Supreme Audit Institution

Auditor General

Deputy Chief State Auditor

European Union

International Organization of Supreme Audit Institutions
International Standards of Supreme Audit Institutions
European Organization of Supreme Audit Institutions
Audit Management System

Western Balkans Investment Framework
Information technology

Local self-government units

Health Insurance Fund of RNM

Public healthcare institutions

Pension and Disability Insurance Fund of RNM
Employment Agency of RNM

Public Revenue Office of RNM

Value added tax

Gross domestic product

Public Enterprise

Joint Stock Company

Ministry of Education and Science

Ministry of Labor and Social Palicy

Ministry of Health

Ministry of Economy

hydropower plants

Small hydropower plants

Public Private Partnership

Secretariat for European Affairs

Instrument for Pre-Accession Assistance

Support for Improvement in Governance and Management

Organization for Economic Co-operation and Development
INTOSAI Development Initiative

EUROSAI Working Group on Environmental Auditing
EUROSAI IT Working Group



NI

PP

JSC GTC
PHI
MALMED
JSC ESM
MEP
MISA
SIA

PCF

ECF

VMRO-
DPMNE

SDSM
bul
DPA

GROM

DNET

AA

EURQSAI Task Force on Audit and Ethics

EURQSAI Task Force

INTOSAI Public Debt Working Group

Westminster Foundation for Demaocracy
Continuous professional development

Ministry of Finance

National Program for the Adoption of the Acquis
National Security Agency

Ministry of Interior

Public Broadcasting Company Macedonian Radio Television Skopje
Ministry of Environment and Physical Planning
Ministry of Agriculture, Forestry and Water Economy
State Commission for Prevention of Corruption
Public Procurement

Public Procurement Law

Computer Assisted Audit Techniques

National Institution

Political Parties

City Trade Center Skopje

Public Healthcare Institutions

Agency for Medicines and Medical Devices

JSC for production of electricity ESM

Mining Energy Plant

Ministry of Information Society and Administration
Sector for Internal Affairs

Penitentiary Correctional Facility

Educational Correctional Facility

Internal Macedonian Revolutionary Organization - Democratic Party for Macedonian National
Unity

Social Democratic Union of Macedonia
Democratic Union for Integration

Democratic Party of Albanians

Civic option for Macedonia

Movement for National Unity of the Turks

Alliance of Albanians
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