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Stagnation, slow dynamics and increased costs for infrastructure projects 
 
 
 

A standstill and slow dynamics of strategic infrastructure projects, while project costs have increased 
due to higher construction costs than the originally planned and other secondary costs 

 
 

The State Audit Office carried out performance audit on the topic "Borrowing of public sector 
entities, credit utilization ratio, paid and incurred expenses" to answer the question whether 
public investments financed with loans implemented in efficient and economical way. 
 
We ascertained the following: 

 public investment management lacks systemic legal framework, procedures, competent 
institutions and defined indicators for the system for monitoring and supervising 
implementation of public investments, which contributes to untimely corrective measures; 

 main projects are monitored in a decentralized manner and there is no comprehensive 
understanding of the progress made in the implementation; 

 regulations in the field of construction as a whole do not contribute to efficient 
implementation of projects according to international FIDIC standards for construction; 

 construction contracts signed in line with FIDIC standards cause additional costs and risks of 
additional claims from the contractor, risk of contract termination and international 
arbitration; 

 there are construction deviations from the main project and additional and unforeseen works 
during construction (variations) are recognized; 

 with pending expropriation, building permits were issued for line infrastructure projects 
regulated in the Law on construction. The complex procedure for determining compensation 
for expropriation, as well as the procedure for approving infrastructure projects, affect the 
degree of realization - slow dynamics and stagnation of projects. 

The audit covered projects that created costs amounting to 58 million euros and refer to one-time 
commission, interest on withdrawn funds and commission on non-withdrawn funds. 
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The auditors found that the project documentation is not the result of systemic, technical, economic 
and financial analyses of the entities that are responsible for the project realization. 

Namely, construction contracts were signed in the amount of 12.856.639.000 denars, and the value 
increased to 15.354.883.000 denars due to recognition of additional and unforeseen works. 

By analyzing the revenue of PE for state roads, we found that the revenues are less than the value of 
total investments on annual level, except for 2020 and 2021, which causes uncertainty in the 
realization of investments in road infrastructure. 
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The auditors identified that the majority of projects implemented by the PE for state roads were 
started in the period of 2014-2016. 

They have slow pace of implementation due to weaknesses in the technical solutions of the project 
documentation, termination of contracts with contractors for various reasons, initiation of 
international arbitration proceedings, administrative obstacles for starting expropriation, complex 
legal framework with multiple institutions involved for determining the compensation for 
expropriation that blocks the efficient resolution of expropriation. 

 

 
 
 

 
 
Also, the audit report states that financial operations of PE Railways of RNM Infrastructure with loss 
and lack of financial assets for a long period of time negatively affect the timely implementation of 
strategic projects and debt servicing under loan agreements. 
The projects of PE Railways of RNM Infrastructure were started in the period 2012-2014 and they are 
at a standstill, they have not been completed. In the period 2018-2019 the degree of realization is on 
average only 1% per month, and in 2019 and 2020 the contracts for Corridor X and VIII were 
terminated.  
During the audit, evaluations for selection of new contractors for Corridor X and VIII were ongoing. 
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Due to the slow dynamics of project implementation, changes in the project documentation, 
cancellation of the loan agreement by the creditor and further financing of the project, there is 
uncertainty about the completion of the project for construction of the Regional Clinical Center in Stip. 
This situation complicates further procedures for continuation and realization of the project by the 
Government of RNM and the competent institutions, with risks of increased cost of the project, 
additional costs and efficient management of the projects. 
 

 

 
To overcome ascertained shortcomings, effects and results, recommendations were given in the audit 
report aimed at improving and advancing the overall process of managing public investments. 
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