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This Annual Report objectively depicts the results of
our operation and the performed audits in 2022.

2022 Annual Work Programme of the State Audit Office
(SAQ) included 188 audits. With the implementation we
identified 1242 shortcomings and made 775 recom-
mendations contained in 223 audit reports where we
present factual information about auditees' operation.
Special emphasis, as in the previous year, was put on
performance audits, which, to my satisfaction, gain
more importance each year. We focus on topical is-
sues of interest to the public and other stakeholders,
and draw attention to sustainable development goals
and their added value. When choosing and defining
the scope of audits, we are guided by our strategic
objectives, as well as the principles of transparent and
earmarked spending of public funds for improvement
of the quality of services worthy of the citizens of the
Republic of North Macedonia.

With 2022 Annual Work Program, we completed the
implementation of SAO Development Strategy 2018-
2022, which served as our guide in achieving the stra-
tegic objectives aimed at maximizing our contribution
to strengthening financial control and accountability
of the public sector of the Republic of North Mace-
donia.

Concerning performance indicators for our operation,
with the audits in 2022 we increased the scope of au-
dited expenditure of total Budget funds. At the same
time, we increased the added value of performed au-
dits, primarily in the amount of identified less calcu-
lated, less returned or less paid funds in the Budget of
the Republic of North Macedonia and in the budgets
of the municipalities, which indicates that SAO con-
tribution to strengthening institutions and managerial
responsibility is becoming increasingly important in
our society.

We continuously point to systemic weaknesses, i.e.
weaknesses and ambiguities in legal regulations for
certain areas, and indicate the need to overcome
thereof. Thus, we contribute to strengthening the
legal system and creating favorable environment for
further development of legal entities.

Transparency and accountability in SAQ operation is
also essential for building trust, responsibility and
efficiency in the execution of state audit. To achieve
our strategic objectives, we strive to collaborate and
cooperate with citizens and the media, non-govern-
mental organizations and other institutions and as-
sociations, with the aim of increasing transparency,
accountability and responsibility in the use of taxpay-
ers' funds. Therefore, we continuously put effort in
increasing the number of stakeholders that receive
timely information about SAO work. | can gladly point
out that the number of SAQ stakeholders in December
2022 is 1M0.

The professionalism, responsibility, reliability, impar-
tiality, independence, conscientiousness and ethics
of SAQ employees directly contribute to the guality
of the work of our institution. Therefore, the role of
each employee is significant for the overall successful
operation of the State Audit Office. In 2022, we contin-
ued to invest in the professional development of the
institution and in improvement of audit processes in
line with the international standards and best practice
of EU member states, as well as in the professional
development of skills and knowledge of our auditors.

These values are prerequisite for performing SAO ob-
ligations aimed at providing the Assembly and other
stakeholders with trust and assurance that final au-
dit reports and the Annual Report as a whole, contain
accurate and objective information based on facts,
findings and recommendations.

Qur priority in the upcoming period will be the imple-
mentation of activities defined in the new SAQ Devel-
opment Strategy SAO 2023-2027, aimed at strengthen-
ing the independence and integrity of the institution,
professional development of employees and imple-
mentation of the provisions of the Memorandum
signed with the Assembly of the Republic of North
Macedonia.

We will also continue to put efforts in achieving con-
stitutional anchorage and full financial and operation-
al independence of the State Audit Office, maintaining
high quality and trust, and acknowledgement of our
work with the aim of safeguarding taxpayers' funds.



“LET'S LEARN TO MANAGE RISKS
TO PREVENT CONSEQUENCES"

Auditor General

Maksim Acevski, MSc
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KEY RESULTS
OF STATE AUDIT
OFFICE OPERATION

106.200.612

Total assets/liabilities

1464468

Unpaid / less paid /
public duties / fees
in the Budget of the
Republic of North
Macedonia

441.862

Unpaid / less
paid fees in
the budgets
of audited
municipalities

2.341.039

lllegal use of
funds

6.089138

Total amount
of public
procurements

2.953.311

Scope of
audited public
procurements

986.970

Total amount
of identified
irregularities
in public
procurements

)

139.337

Completed
procurements without
public procurement
procedure

602.006

Corrective
entries in
Balance
Sheets

9.716.228

|dentified
shartcomings that
affect auditee's
activity and capital
investments

246.000

Canceled /
lost grants

6.303.750

Delayed investments
/ termination of
investment grants
(approved but
undrawn loans/
credits/grants)

32.700

Commitment fee
on undrawn credit
lines/loans

in 000 denars
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Audit activity through

AUDIT
OPINION
REGULARITY
AUDIT

223

AUDIT
REPORTS

196 opinions on compliance
with laws and regulations

205 opinians on financial statements

69 unqualified 26 qualified | 95 unqualified opinion 39 qualified opinion
opinion opinion
35 adverse 75 disclaimer 33 adverse 73 disclaimer
opinion of opinion opinion of opinion

145

Political parties and
Election Campaign
participants - Local

1.242 &

AUDIT FINDINGS

Elections 2021
86 903 regularity audit
IDENTIFIED 215 performance audit
SHORTCOMINGS IN . .
PUBLIC PROCUREMENT 98 compiiance audi
FINDINGS 26 17 audit

TOTAL VALUE OF AWARDED PUBLIC
PROCUREMENT CONTRACTS

6.089.138

in 000 denars

986.9704

IDENTIFIED IRREGULARITIES IN PUBLIC
PROCUREMENT

in 000 denars

not implemented public procurement contracts

weaknesses in public procurement planning phase

irregularities in preparation of tender documents/technical specification
weaknesses in deciding on public procurements

restrictive elements in tender documents in relation to competition

figures

CONCLUSION
REGULARITY AUDIT
COMPLIANCE AUDIT/
PERFORMANCE AUDIT

6 conclusions on compliance audit
as separate audit

12 conclusions on performance audit

2 conclusions on IT audit
(1]

4 environmental audit conclusions
EEEN

333

AUDITED
ENTITIES

25 regularity audit
151 performance audit
6 compliance audit

6 17 audit

AUDITED PUBLIC PROCUREMENT

2.953.311

in 000 denars




AUDITED PUBLIC REVENUE
AND PUBLIC EXPENDITURE

TOTAL 411.508 MILLION DENARS audited public revenue and 284.839 MILLION
DENARS audited public expenditure in line with SAQ Annual Work Program for 2022

Central Budget of
the Republic of
North Macedonia

Budgets
of Funds

Budgets of local
self-government units

Health Insurance
Fund budget users

Political parties

Public enterprises

Other institutions /Legal entities
in which the state is dominant
shareholder

Audited public revenue
with performance audit

Audited public
revenue with
compliance audit

B 2022 Annual work program

Audited public revenue

227343 NG
217,686

123.039 N
121.805

125151
3.393

1.045
782

766
397

1.659 |
1.744

8134 |
13.939

35.322 1
94.878

1.685 |
57.299

2021 Annual work program

Audited public expenditure

I 79.547
12.693

I 115742
115.718

H 11536
2.829

11.014
773

| 734
294

11709
1.953

I 7958
15.220

I 63.063
79.558

| 3.236
7.022

in 000.000 denars



AUDIT RECOMMENDATIONS

AND IMPLEMENTATION
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ABOUT THE
STATE AUDIT
OFFICE



The State Audit Office (SAQ) is the independent supreme audit
institution of 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.

SAQ is conducting audits in line with the auditing principles,
standards and guidelines contained in INTOSAI Framework of
Professional Pronouncements (IFPP).

The independence of the institution is stipulated in the State
Audit Law, which regulates SAO competencies, the broad mandate
for conducting audits with unlimited access to all information,
documentation and records necessary for conducting state audit.
SAQ independently prepares the Annual Work Program, objectively
decides on the entities to be subject to audit, and the audit method
and contents of the reports on performed audits, without bias and
free from influence from the legislative and the executive power.




MISSION
WHO WE ARE AND
WHAT WE DO

G

SAO is the supreme audit institution of the Republic
of North Macedonia with a mandate to perform
state audit. SAO performs audit of financial
statements, compliance audit and performance
audits in accordance with the requirements of
INTOSAI standards (ISSAIs).

Our task is to examine/investigate, evaluate and issue an opinion for the performed audit that will
add value to the entire community.

The results of our work and our mandate aim to
fulfil the needs and expectations of our users for
promoting and ensuring accountability, objectivity
and transparency in support of the country, as well
as for wise and honest public funds management.



VISION
WHAT WE
STRIVE FOR

\l/

7 N

In striving to fulfill our mission, we hope to contin-
ue maintaining our independence, professionalism,
ethics and integrity, carry out our tasks in accor-
dance with the law and mandate, ensure continu-
ous promotion of objectivity and transparency, be
inspiring and innovative and lead by example for
protecting the public interest and achieving high
level of public trust.

To achieve these values, all our employees work
devotedly as highly skilled professionals, protecting
and respecting the interests of the audit profes-
sion.




LEGAL
FRAMEWORK

INDEPENDENCE AND
LEGAL COMPETENCES

The State Audit Law (‘Official Gazette of the
Republic of Macedonia” no. 66/10, 145/10, 12/14,
43/14,154/15,192/15, 21/16 and 83/18 "Official Gazette
of the Republic of North Macedonia" no. 122/2021)
regulates the conditions and the manner of
performing state audit, as well as SAO organization
and competences.

Aimed at improving state audit legal framework

for  achieving  constitutional  independence
and strengthening financial and operational
independence in line with the international

standards and EU best practice, which is SAQ
strategic objective as well as requirement of:

— INTOSAI P-10 Mexico Declaration on SAl
Independence;

-> National Programme for Adoption of the
Acquis Communautaire (NPAA) 2021-2025,
Chapter 3.32. Financial control adopted by
the Government of the Republic of North
Macedonia and

-> Public Finance Management Reform
Program "SMART PUBLIC FINANCE" 2022-2025
and the draft Action Plan for implementation
for 2022, for pillar 7 - External control and
parliamentary oversight,

- an assessment of the state audit
legal framework was made and
recommendations were given within the
twinning project titled "Improving external
audit and parliamentary oversight".

Annual report on
performed audits
and operation of
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for 2022

In the period 2021-22, with the support of the above
project activities, the output was the following:

Proposals of amendments to the
Constitution of the Republic of
North Macedonia to set forth SAO
as constitutional category

SAQ submitted draft text of the constitutional
amendments to the Ministry of Justice, as the
competent authority, to the Assembly and to the
Government. The competent authorities informed
SAQ that this initiative aims to strengthen SAO
independence and it will be paid due consideration.
However, due to the fact that these draft
amendments are proposals, they require special
treatment in the legislation and involvement of all
stakeholders in process. Thus, SAO will be promptly
notified of all actions taken. Therefore, we anticipate
that the competent ministry, in coordination with all
stakeholders in the process, will submit an initiative
to the Assembly of the Republic of North Macedonia
to regulate SAQ independence in the Constitution of
the Republic of North Macedonia.

Draft State Audit Law

The new Draft State Audit Law foresees
strengthening SAQ financial and operational
independence, acting upon audit recommendations
and creates opportunities for reviewing final audit
reports by the Assembly of the Republic of North
Macedonia. These are significant improvements
to the state audit legislation in accordance with
the requirements of the European Union and
international auditing standards.

20
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- Directorate-General for Budget of the
European Commission (DG Budget),

- INTOSAI Development Initiative (IDI) and

- the twinning partners - SAO Croatia and
NAO Bulgaria, have provided opinion on this
Draft Law.

In March 2022, in cooperation with the Westminster
Foundation for Democracy, SAO organized an event/
public hearing on the Draft Law with representatives
of the Government and the Assembly of the
Republic of North Macedonia, state institutions, EU
Delegation, professional institutions, the academic
community, civil society organizations and SAQ
employees.

In April 2022, Auditor General officially submitted
the Draft State Audit Law to the Ministry of Finance,
as the competent authority for regulating public
finance policy. In February 2023, Ministry of Finance
started the public consultation process for the Draft
Law on the Single National Register of Regulations
of the Republic of North Macedonia (www.ener.gov.
mk).

Initiation of a procedure for adoption of the new
State Audit Law and the constitutional amendments
is expected in the upcoming period.

With the aim of synchronized and uniform ap-
proach to public finance regulation, assessments
were made and proposals were prepared for sys-
temic improvement of the new regulations in this
area, particularly in the new Law on Budgets, which
regulates audit of financing of political parties and
election campaigns, as well as public procurement.



STRATEGIC
DOCUMENTS

Strategic development of any organization requires
vision of the desired future and creation of a plan, to
make that vision a reality. Therefore, development
of strategic documents is one of the key steps in
SAl development for realization of its vision, mission
and objectives. Progress Reports of the European
Commission on the Republic of North Macedonia in
relation to external audit area, which is under SAQ
competence, indicate aspects that require action
by competent authorities in relation to:

- SAQ independence to be guaranteed in
the Constitution of the Republic of North
Macedonia;

ensure  SAO
INTOSAI

- legal  framework to
independence in line with
standards;

-> systematical and prompt implementation
of audit recommendations;

—> discussion on audit reports in the Assembly.

The strategic approach in SAQ operation resulted in
adoption of several strategic documents aimed at
identifying and setting activities for the objectives
to be implemented currently and in the upcoming
period.

SAQ has adopted the following strategic documents:

Annual report on
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Development Strategy
2018 - 2022

SAO development strategy 2018-2022 contains
commitments to strengthen independence
and integrity as prerequisites for achieving
professionalism and credibility in operations,
promoting and improving implementation of
international principles, standards and guidelines
contained in INTOSAI IFPP, as well as for continuous
monitoring of the effects of performed audits
and the degree of implementation of audit
recommendations. SAO has fully implemented this
Strategy.

New Development Strategy
2023 - 2027

For timely action on determining strategic
objectives for the upcoming period 2023-2027,
SAQO adopted new strategic document. SAQ
Development Strategy 2023-2027 and the action
plan for its implementation are part of the activities
accomplished with the twinning project “Improving
External Audit and Parliamentary Oversight".

22
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In this Strategy, SAO has set the key priorities and
goals, identified through the strategic objectives:

STRATEGIC OBJECTIVES

Ensuring and maintaining full
State Audit Office independence

Further maintenance of internal management
capacities, institutional support, endeavors for
continuous improvements, relations with stakeholders/
communication, human capacities, audit methodology

Delivery of measurable results from performed
state audit, performing high quality audits, audits of
public interest and increase of public trust aimed at
improving the lives of the citizens

Creation of strategic plan for defining potential

audit areas by assessing challenges in the areas of
interest and in line with the risk assessment for the
period 2023 - 2027.
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IT Strategy
2018 - 2022

In2022, SAQ carried out activities forimplementation
of the existing IT Strategy 2018-2022 to increase the
efficiency of SAO information system. This Strategy
contains four goals:

—> providing and maintaining necessary
resources for continuous development of
SAQ IT system (human resources, policies
and procedures for managing work
processes),

- continuous development and maintenance
of ICT architecture in accordance with
the development of new technologies and
standards,

- continuous development and maintenance
of application solutions and ICT audit
support,

-> presentation of the results of SAO operation.

The implementation of the Strategy, the continuous
activities for protection of the information
systems and the investments in new technology
solutions (hardware and software), are the main
prerequisites for SAO data security and protection
from cyber-attacks.

Considering that this Strategy covers the past
period, SAO has taken activities for drafting and
adopting new IT Strategy for 2023-2027.

Communication
Strategy
2020 - 2023

The key objective of the Communication Strategy
is to increase the level of awareness of the public
about SAO role and operation and to strengthen SAQ
role as an institution in the service of the public. The
Strategy defines goals aimed at achieving specific
results, which are directly related to SAO strategic
activities including:

- to promote SAO role as an advocate
of the principles of transparency and
accountability of public funds;

—> to develop and strengthen cooperation and
coordination with all stakeholders;

-> to provide public support for SAO work and
to ensure public participation;

- to encourage institutions to act on SAQ
audit reports through greater engagement
of the public.

For increasing transparency and accountability, as
well as availability of information on SAQ operation
and on the shortcomings contained in the final
audit reports, SAO has put together a register of
1110 stakeholders. SAO has also continued with the
practice of preparing audit abstract and press
release for the public, where key shortcomings /
information contained in the final audit report are
presented in a simple and comprehensible way.
When publishing final audit reports on SAO website
(www.dzr.mk), the information is also sent to all
stakeholders and posted to SAQ Facebook pagek'.

1 https://www.facebook.com/DrzavenZavodzaRevizija.
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Risk Management
Strategy
2020-2023

Human Resources
Management Strategy
2020 - 2023

The adopted Risk Management Strategy 2020-
2023 regulates the procedures and activities for
managing identified risks that may affect the
achievement of objectives and SAO operation.

The Strategy defines objectives and benefits as
well as responsibilities for risk management and
provides an overview of the framework to be
established for successful risk management.

The success of the risk management process is
followed by:

—> updating the Risk Register annually;

—> implementing activities in line  with
deadlines and continuous monitoring of the
degree of realization of foreseen control
activities;

—> planning risk management training;

- continuous monitoring of the degree of
implementation of control activities for risk
management.

The annual review of the risk management process,
the analysis and update of controls at all levels, give
the expected results for reducing risks through the
established internal controls, thus keeping the risk
exposure at an acceptable level, which is recorded
in the updated Risk Register.

SAO HR Management Strategy 2020-2023 served
as basis for introduction and promotion of the HR
management function in SAQ, by building an efficient
and functional system and providing conditions for
employment of qualified professionals with high
degree of integrity and prepared for effective
performance of the assigned functions and
responsibilities.

SAO promotes development of professional
qualities of employees through an established
system of performance evaluation, fair and
transparent procedures for professional and
career development of employees, as well as
by introduction of additional financial and other
incentives for employees.

Increasing the knowledge and skills of SAQ
employees is one of the main commitments of
the institution, and these commitments have been
translated into the Annual Plan for Continuous
Professional Development for 2022.

According to the Report on the degree of realization
of SAO HR Management Strategy for 2022, based
on the set indicators, it was concluded that since
the adoption of the Strategy until December 2022,
SAQ has implemented the larger part of planned
activities.



Strategic
Audit Plan
2021 - 2023

SAQ Strategic Audit Plan 2021-2023 was based on
SAO Guidelines for strategic and annual audit
planning and in accordance with the Decision
on identifying strategic audit objectives for the
period 2021-2023 and priority audit areas by audit
departments. In this Plan, SAO defines the strategic
audit objectives, and priority audit areas and sub-
areas by audit departments.

Aside from SAO strategic documents, there are
other strategic documents adopted by competent
authorities which define strategic goals or areas
that affect SAO operation, and activities were taken
for establishing several sector working groups.
Namely, for improving public finance management,
as one of the key priorities, after the completion of
the Public Finance Management Reform Program
2018-2021, in June 2022 the competent authorities
adopted the new Public Finance Management
Reform Program “SMART PUBLIC FINANCE" 2022 -
2025.

N
5
5
5

N
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STRATEGIC
OBJECTIVES

Supervision over public funds spending;
Fight against corruption;
Quality financial reporting;

Contributing to the improvement
of public services;

Continuous increase of responsibility,
accountability and transparency:;

Increasing responsibility and transparency
in the use of public funds;

-> Improving operation of public funds users;

- Improving quality of operations of

departments through continuous
professional training of auditors;

Improving quality of operations

of departments by strengthening
communication and cooperation between
institutions;

-> Creating appropriate working environment;

-> Improvement of corporate culture and

ethics in auditing.




>

N2 2R 2

N

PRIORITY
N AREAS

Budget of The Republic of
North Macedonia;

State Security and Defense;
Crisis And State of Emergency;
Effects of the Pandemic;

Political Parties and Election
Process;

Local Self-government and

Balanced Regional Development;

—> Labor and Social Policy;

- Education;

Culture and Sports;

-> Healthcare System;
- Environment;

—> Agriculture, Forestry and Water
Economy;

—> Judiciary and Rule Of Law;
- Economy;

- Traffic, Transport and
Communications;

—> UN Sustainable Development Goals;

—> T Systems, Security and Data
Protection;

- Funds from EU and other
International Institutions.
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Public Finance Management Reform
Program “SMART PUBLIC FINANCES"
2022 - 2025

The new Program seeks to strengthen the
public finance system, to promote transparency,
accountability, fiscal discipline and efficiency in the
management and use of public resources, through
established pillars, priorities and measures.

Pillar 7 - External control and parliamentary
oversight is under SAO competence.

The Action Plan for implementation of the Public
Finance Management Reform Program for 2022
is a detailed plan of activities for implementing
measures and measuring achievement of target
indicators, including priorities for external audit
and parliamentary oversight that are under SAQ
competence.

ANNUAL WORK PROGRAM 2021
=il Entities that submitted audit request

Sector Working Group for
Public Finance Management

SAQ actively participated in the Sector Working
Group for Public Finance Management chaired by
the Minister of Finance, whose purpose is to set up
and maintain a functional sectoral approach in the
area of public finance management. In addition,
Auditor General participated as a member in the
work of the Public Finance Management Council,
which is a coordinating body for monitoring
implementation of public finance management
reforms.

To facilitate realization of SAQ strategic objectives
identified in the separate strategic documents,
realization of competences defined in other
strategic documents, as well as participation in the
sector working groups, requires adoption of annual
acts. Therefore, several annual acts have been

N

LSGUs Audit requests 2 Accepted audit requests 1

=2

E @ Institutions Audit requests 6  Accepted audit requests 2
NGOs and

L Audit requests Accepted audit requests

associations a o P q 3
Citizens Audit requests 5 Accepted audit requests 0

Total audit requests

18 Total accepted audit requests n
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adopted and a system for continuous monitoring of
implementation of strategic and annual documents
has been established, for which reports are
prepared on biannual and annual level.

2022
Annual Work Program

SAQ Annual Work Program for 2022 has been
drawn up based on SAO Strategic Audit Plan for
2021 - 2023 and in line with the adopted Guidelines
for strategic and annual audit planning and the
Decision on identifying strategic audit objectives
for the period 2021-2023 and priority audit areas by
audit departments. The Annual Work Program was
submitted to the Assembly of the Republic of North
Macedonia within the legal deadline.

ANNUAL WORK PROGRAM 2022
2L Entities that submitted audit request

The Annual Work Program for 2022 was implemented
completely and included: 188 audits, of which 170
regularity audits (financial audit and compliance
audit), 12 performance audits and 6 compliance
audits. SAQ carried out 47 audits on entities and
topics in accordance with the State Audit Law
and 141 audits on entities that participated in 2021
Local Elections. Out of 12 planned performance
audits, 8 were carried out in cooperation with the
twinning partners - SAls of Croatia, Bulgaria and
Estonia, one cooperative performance audit with
EUROSAI TFMA on the topic “Municipalities’ own
revenues during pandemic for ensuring quality
services to citizens” (seven SAls participated in
this audit: Albania, Montenegro, Poland, Romania,
Slovakia, Turkey and SAQ as coordinator) and one
cooperative audit with SAl of Serbia on the topic

—oonj— i )
H LSGUs Audit requests 8 Accepted audit requests )
=
E @ Institutions Audit requests 7 Accepted audit requests 2
NGOs and
. Audit requests Accepted audit requests
associations f ] P g 2
Citizens Audit requests 18  Accepted audit requests 6

Total audit requests

38  Total accepted audit requests ﬂ




‘Balanced regional development with special
emphasis on demography’, in line with the signed
bilateral Memorandum of Cooperation.

Applying the principles of transparency and
openness in the preparation of the Annual Work
Program for 2022, SAQ placed “audit request form”
on the website. Within the deadline, SAQ received
38 audit requests. The majority were requests by
citizens (47%) and requests by local self-government
units (LSGUs) 21%. In the Annual Work Program for
2022 were included 15 audit requests, i.e. 39%. This
practice continued in the preparation of the Annual
Work Program for 2023.

2022
Annual Plan for
Prevention of Corruption

Acting in accordance with the requirements for
adoption of Annual Plan for assessment of risks
of corruption for 2022, in December 2021 SAQ
adopted and published the aforesaid Plan on
the website?. SAO implemented the Plan, which
contains measures and activities for prevention
of corruption institutional level. In December 2022,
new Annual Plan for prevention of corruption for
2023 was adopted, which is also on the website®.
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2022
Annual Plan for Continuous
Professional Development

Increasing the knowledge and skills of SAQ employ-
ees is one of the strategic objectives and continu-
ous activity and commitment of SAO management,
which is covered with the Annual Plan for Continu-
ous Professional Development for 2022",

This Plan reflects the requirements and needs of
employees and covers activities and areas aimed
at increasing knowledge and skills, thus ensuring
multiple effect expressed through an increase in
the quality of performed work tasks and progress
in public funds management, explained in detail in
point 3.2. of this Report. In December 2022, Annual
Plan for Continuous Professional Development for
2023 was adopted and published on SAQ website.

2021
SAO Annual Report

The Annual Report on performed audits and SAO
operation for 2021 was prepared and submitted to
the Assembly of the Republic of North Macedonia
within the legal deadline until the end of June 2022
and it is also available on SAQ website in three
languages - Macedonian, Albanian and English.

At the 79th session, the Assembly reviewed and
adopted conclusions on the Annual Report. These
conclusions and the Report of the Committee on
Finance and Budget were sent to the Government
of the Republic of North Macedonia as well as to
SAO.

2 https://dzr.mk/sites/default/files/2021-12/Godisen_plan_sprecuvanje_korupcija_DZR_2022_godina.pdf
3 https://dzr.mk/sites/default/files/2022-12/Godisen_plan_sprecuvanje_korupcija_2023_DZR.pdf
4 https://dzr.mk/sites/default/files/2022-01/Godisen_plan_kontinuirano_profesionalno_usovrsuvanje_2022_godina.pdf
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SAQ has established a practice to make available
the information and data contained in the Annual
Report to other SAls, the European Court of Audit,
INTOSAI and EUROSAI, Delegation of the European
Union in the Republic of North Macedonia, missions
of international organizations as well as certain dip-
lomatic missions in the Republic of North Macedo-
nia.
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APPLICATION OF GOOD PRACTICE

In 2022, within the regular activities for continuous
alignment of state audit methodology with the
requirements of INTOSAI IFPP, SAQ adopted new and

Compliance
Audit Manual?

updated methodology acts to ensure high quality
of audit.

Prepared for implementation of ISSAI 4000
Compliance Audit Standard. It ensures
facilitated implementation of compliance
audit as well as practical guidance for unified
approach to this type of audit.

Performance
Audit Manuals®

In June 2022, new Manual was adopted to

X harmonize with the requirements of ISSAI 3000
X Performance Audit Standard.
x O
IT Audit It offers comprehensive explanation of
Manual’ key areas auditors should consider when
I 5 performing IT audit.
/7«// This Manual was prepared in line with ISSAIs,
L@j i IT Audit Manual of INTOSAI IT Working Group
——— and INTOSAI IDI, internationally recognized IT

standards as well as current trends and good
practices in this area.

n0.01-1068/1 dated 06.06.2022
n0.01-1069/1 dated 06.06.2022

Still applicable: Regularity Audit Manual; Manual for Regularity Audit of Local Self-Government Units; IT Audit Manual; Manual for

monitoring audit recommendations
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Code of Ethics

To define ethical values, principles and rules

on professional conduct of SAO management
and employees, thus to help build and maintain
the trust of stakeholders in the activities of the
institution. This Codex is prepared in compliance
with the requirements of ISSAI 130 Code of
Ethics.

Guidelines for audit of EU

funds and pre-accession
assistance®

.®.
[ ol

Adopted in June 2022, to provide practical
guidance on audit of EU funds and pre-
accession assistance.

Guidelines
detecting

related to
irregularities,

fraud and corruption?

4

i

[ EE—

To help auditors understand the difference
between fraud, corruption and irregularities. In
addition, this document aims to help auditors to
detect certain areas that are more exposed to
irregularities, fraud and corruption (risk analysis)
and to obtain necessary evidence to be able to
report on such cases.

Gender Equality
Audit Guidelines

Prepared in cooperation with the United Nations
Body for Gender Equality and Empowerment of
Women - UN Women, who provided expert and
logistical support.

8
9

no. 01-1070/1 dated 06.06.2022
no. 01-1071/1 dated 06.06.2022
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Quality Control Guidelines
and Quality Assurance
Guidelines

To ensure high quality of audit as well as quality
assurance, SAQ set down detailed procedures to
be followed in all audit phases.

Procedure for preparing,
submitting and publishing
Summary Reports

4

DO

&

Adopted in September 2022, to regulate the
method of preparing, submitting and publishing
summary reports for a group of similar auditees.

With the purpose of improving presentation of audit
results and communication with the public, internal
SAQ communication, as well as to ensure timely and
quality reporting on audit results, SAO adopted:

-> Policies for internal and external
communication and reporting on audit
results;

- Procedure for organizing and moving
documents in electronic form, the activity
of the central archive and the use and
storage SAO seals and stamps;

-> Procedure for publishing audit reports,
documents and other information on SAQ
website;

- Procedure for communication  with

stakeholders; and

—> Guidelines on graphic presentations in audit
reports.

In addition, new contents and structure of the audit
report in line with international auditing standards
was prepared within the twinning project activities,
as well as new audit abstract to improve the
presentation of audit results, all aimed at increasing
transparency, accountability and openness in
promoting state audit results.

To strengthen integrity as a significant aspect in
the process of preventing corruption, in 2022 SAO
adopted:

- Integrity policy;

-> Annual plan for the prevention of corruption
for 2022;

- new Code of Ethics for SAO employees,
in line with INTOSAI Code of Ethics, and
signed statements by the employees for
familiarization with the Code of Ethics;
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- Decision to form Commission for profes-
sional ethics;

- Rules for the work of the Commission for
professional ethics;

ISO Certification

In May 2022, certification body performed successful
recertification check and the validity of the
certificate for application of Quality Management
System in accordance with MKS EN ISO 9001:2015
was extended until 30 May 2024.

- Appointed responsible persons for: integri-
ty, protection of whistleblowers and public
information, personal data and receipt of
reports, petitions, information and requests
for action.

SAO started activities for implementation of 1SO
37001 Anti-bribery management systems and
ISO/IEC 27001 Information security management
systems. The certification for these standards
will be carried out when appropriate conditions
are created in the country, i.e. when there is an
accredited body to perform the certification.



COMMUNICATION
AND COOPERATION
WITH STAKEHOLDERS
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COMMUNICATION AND

TRANSPARENCY IN OPERATION

Communication with stakeholders is a significant
tool for any successful organization. Guided
by the strategic determination set forth in
SAO Communication Strategy 2020-2023, ie. to
encourage communication where the media,
citizens and civil society organizations will be allies
in achieving the objective to increase awareness
of the public about SAO role and task and to
strengthen SAQ role as an institution in the service
of the public.

Transparency in SAQ operation is of essential
importance for building trust, responsibility and
efficiency in the performance of audit work.
As an independent institution, SAO established
efficient two-way communication channels with
stakeholders, which contribute to achievement
of organizational and strategic objectives, but
also involve effectiveness, transparency and
accountability in the public finance management
system.

The efficiency of SAO transparent operation is
also made possible through SAO website where all
stakeholders can view and analyze audit reports,
published methodology acts and procedures
used in audit execution, as well as information
on current activities. This contributes to building
trust and credibility of SAO work and enables
public discussion and dialogue between SAO and
stakeholders. Open dialogue with stakeholders
includes citizens, the media, NGOs and other
institutions and organizations. SAQ achieved all
this through regular communication at public
events, information sessions, but also publication
of audit reports and other information through the
communication channels.

Concurrently, through continuous and timely
information to over 1110 stakeholders, the public
receives information about published final audit
reports, as well as press releases and audit report
abstracts that contain key identified shortcomings,
aimed at simplified understanding of audit reports.

SAO regularly publishes the annual reports, which
contain information on audit results, institution’s
activities, financial statements and other aspects of
its operation. The Annual Reports are also published
on the website and available to the public, which
enables transparency and accountability in SAO
operation.

Accountability, transparency and responsibility are
omnipresent in SAO operation and achieved by
commitment of SAO employees and management
through continuous update of stakeholders' mailing
list, appearances on national media and in articles
on identified shortcomings in final audit reports,
media announcements about SAQ operation and
published audit reports, as well as ongoing activities
for reqular update of SAQ website Facebook page.

The results and activities are presented in the
following graphs:



SAQ MAILING LIST AND
COMMUNICATION WITH
STAKEHOLDERS

February > 40
2020 stakeholders

A4

190 December
stakeholders 2020
November > 380
2021 contacts
943 Jul
stakeholders zozyz

January 1110
L 2023 > stakeholders




39

Annual report on
performed audits
and operation of

THE STATE
AUDIT OFFICE
for 2022
SAO MAILING LIST AND
<] | coMUNICATION WiTH 1110
STAKEHOLDERS
January 2023

News agencies 1

o~

\// Journalist 92

DEE Newspapers ]
Weekly magazines 3
Broadcasters 38
TV Stations 5
Cable operators 25
Internet portals 96
Civil organizations 157
Institutions 9
Municipalities 81
Chambers and associations N
Public enterprises at local level 122
Public enterprises at central level 34
Public healthcare institutions 17

Auditees

256




Annual report on
performed audits
and operation of

THE STATE
AUDIT OFFICE
for 2022
2020
5
380 STAKEHOLDERS : 5 News agencies 1 1
2020 E= 4 :
E:f 190 STAKEHOLDERS 54 U@l 9 62
D‘:EI Newspapers 7 7
Weekly magazines 3 3
Broadcasters 38 38
TV Stations 51 20
" Internet portals 95 30
Civil organizations 50 50
Institutions 9 5
VISITED CONTENS
IE* WWW.DZR.MK
2022
48.704
® 38704 42,994
.................... ..._....................._.... " S, ..............._......._......._......
o o0 o meh AT g
eeg 4038 32390 o ©
: 26.343 27201
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VISITS TO
WWW.DZR.MK
2022

g«

TOTAL

ST 100.848

January ‘

February

5.927

March

Average
8404

6.897

1503 April

8.218

June

10.772

I Z
Q.

July

1604

August

6.731

September

6.566

October

7485

November

11.678

December

12.2441

n STATE AUDIT OFFICE
relations with MEDIA 01.01.2022 | 3112.2022

912 92 420 8

PRESS RELEASE INFORMATION INFORMATION WITH INTERVIEWS AND

OF FINAL AUDIT WITH INTERNET PORTAL STATEMENTS
REPORTS TV MEDIA COVERAGE FOR MEDIA

COVERAGE




Social media

For increasing transparency and accountability and
by following the global trends of intensified use of
social media, SAO continued using its social media
presence as a tool for promation of activities and
achieved state audit results. Through the social
media, citizens and all stakeholders have an
opportunity to be informed about the activities and
the results achieved with the state audit. These new
SAO communication tools represent a space for
creative and constructive discussion and exchange
of opinions.

In 2022, SAO made 170 announcements/posts on
its Facebook page, and an average of 2.232 visits
were recorded per day, which compared to 2021 is
an increase of 427%.

SAQ actively uses both YouTube and LinkedIn pages
as channels for communication with stakeholders.
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3112.2021
31.12.2022

8.000 | 62.869

Total reach for 3 most
viewed posts

22.808 | 705.301

Total visitors

8.982 | 104.908

L 200 2R 2

000 Number of people who saw
any content from our page

<5 8.363]25.021

Total reach for last 10 posts

762 | 6.967

Page followers

518 | 2.232

Average day visitors

1711.2021

Page starting date
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PUBLIC SURVEY -
DEGREE OF SATISFACTION

SAQ continuously conducts public survey as a tool
for researching stakeholders' opinion on SAQ work.

To improve quality and strengthen transparency,
accountability and visibility, SAO sent a
guestionnaire/survey on the degree of satisfaction
on the cooperation with our institution and the
work done by our institution to all 1110 stakeholders,
including: 620 institutions, 323 media and 157 civil
society organizations and shared the survey on
the Facebook page and the website. According
to the structure of answers received in relation
to the satisfaction with the cooperation with
SAQ, 85% of respondents expressed satisfaction,
noting that a great step has been taken in terms
of openness and cooperation, especially through
timely information about published audit reports
and SAO activities and increased openness to
the media and civil society organizations. Great
confidence was also expressed concerning SAQ
work, evaluating it as impartial, independent, legal,
objective, transparent and professional institution.
Satisfaction was also expressed concerning quality
of issued final audit reports, which were assessed
as topical, understandable, accurate and objective.

STRUCTURE OF ANSWERS

Public sector

0

institutions %
gﬁ Private sector %
@\9 Civil society 1%
J"@ organizations ’

,
a5as Media 13%
Natural persons 17%

SAO final audit reports are:

Topical 15%
Understandable 17%
Correct 11%
Objective 15%




Knowledge sharing

To share knowledge and lessons learned from
audits, SAO representatives actively participated in
numerous conferences, panel discussions, debates
and round tables organized by relevant institutions
/ stakeholders in the area under discussion.

SAQ has established a practice to deliver published
final audit reports to a group of entities that are
stakeholders in the audited area (LSGUs, PHIs, PEs
at central and local level, JSCs in state ownership,
etc.) to share identified shortcomings, knowledge
and information contained in the final audit reports,
and to avoid repeating identified irregularities/
shartcomings in the future.

To share knowledge and strengthen cooperation
with professional associations, institutions and
civil society organizations on audit topics, part
of the organized trainings/workshops were
also attended by employees from LSGUs, the
Public Prosecutor's 0Office, administration of
the Assembly of the Republic North Macedonia,
internal auditors from JSCs and PEs, employees
of regional SAls, and representatives from the
media and civil society organizations. During these
trainings, the participants had the opportunity to
familiarize themselves with audit methodology,
implementation of International  Accounting
Standards, implementation of INTOSAI auditing
standards, understanding audit reports, the most
comman errors in the execution of audits, and also
to exchange experience and good practice aimed
atimproving the work and the mutual cooperation.
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SATISFACTION FROM COOPERATION WITH SAO

Public sector

institutions 88%
Private sector 67%
@}g Civil sgcigty 83y,
. organizations
52
88 Media 92%
Natural persons 100%
Impartiality 19%
Independence 11%
Legality 83%
Objectivity 16%
Transparency 80%
Expertise 80%

b
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COOPERATION WITH THE ASSEMBLY, STATE
AUTHORITIES, PROFESSIONAL ASSOCIATIONS AND
INSTITUTIONS, CIVIL ORGANIZATIONS AND THE PUBLIC

SAO  cooperation with  numerous national
professional associations and institutions that
contributes significantly to the achievement of
SAO strategic objectives has continued in 2022.
SAQ is recognized by these organizations as a
socially responsible and influential institution that
provides timely and current data, information and
clarifications about the state of affairs as well as
recommendations through the audit process.

The cooperation with professional associations,
higher education institutions, scientific research
centers and other organizations from the civil
sector, makes SAO work accessible to citizens,
enables them to analyze factors and evaluate the
performance of public administration and increase
the citizens' awareness of micro and macro
circumstances in public finance management and
oversight of public spending.

Therefore, in 2022, SAO maintained the existing
forms of cooperation and intensified the process
through new forms of cooperation with state
institutions, professional and other organizations
from the civil sector by signing memoranda of
cooperation.

il ¢
COBPAHUE HA PEMYBJIMKA
CEBEPHA MAKELOHUJA

Assembly of the Republic
of North Macedonia

The purpose of this MoC is to promote cooperationin
the execution of competences of bath the Assembly
and SAO by setting up professionally sustainable and
efficient relations for strengthening efficiency and
transparency in public finance oversight. The signed
MoC regulates the method of communication and
exchange of information and data in relation to
audit reports, technical assistance and cooperation
with Assembly's professional committees in the
field of audit, by organizing joint meetings, trainings,
briefings and other events for better informing of
MPs and clarification of audit reports.

This MoC regulates the manner of reviewing final
audit reports or summary reports for a group of
entities at a session of the relevant working body
of the Assembly, but also the manner of consulting
and deciding on final audit reports or summary
reports to be reviewed at Assembly sessions.



Representatives from the Assembly actively
participated in the workshops and study visits
organized within Component 3: Improved function
of the legislative control of the Assembly based on
review and discussion of SAQ audit reports.

In March 2022, at the invitation of the President of
the National Assembly of the Republic of Bulgaria,
Auditor General had a meeting in the National
Assembly together with the President of the
Bulgarian National Audit Office and the president
of the Subcommittee for Control of Public Assets
in the National Assembly. The main topic of the
meeting was cooperation between parliaments
and SAls, exchange of experience on the manner
of reviewing and discussing final audit reports by
the relevant parliamentary committees for more
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effective implementation and acting upon audit
recommendations.

In April 2022, Auditor General together with the
President and Deputy President of the Bulgarian
National Audit Office met with the President of the
Assembly of the Republic of North Macedaonia. They
discussed the cooperation of the Assembly and
SAQ, once again supporting the important role of
SAQ as an institution that audits all key institutions.
The main reason for this meeting was the
successful cooperation of the SAls of Republic of
North Macedonia, Republic of Bulgaria and Republic
of Croatia as partners in the EU financed twinning
project "Improving External Audit and Parliamentary
Oversight”, which resulted in new Draft State audit
Law.
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In June 2022, in Ohrid, Auditors General of the
Republic of North Macedonia and the Republic of
Croatia held a meeting with the President of the
Assembly of the Republic of North Macedonia. The
meeting was organized in support of the activities
for strengthening cooperation between SAQO and
the Assembly. At the meeting, the President of the
Assembly and the Heads of both SAls discussed
how to improve mutual cooperation following
positive practice of EU member states.

Within the twinning project activities, in September
2022 SAO submitted the first "Summary report on
conducted performance audits on the measures of
the Government of the Republic of North Macedonia
for dealing with the crisis caused by Covid-19". The
report summarizes the key findings of the three
performance audits that were conducted in line
with SAO Annual Work Program for 2021.

New Manual was prepared within the same project
component titled “The role of the State Audit Office
and the Assembly in strengthening efficiency of
public finance management'. Other acts were also
prepared to facilitate understanding of the audit
reports.

Through active support for taking measures upon
audit recommendations and encouraging a change
in the use of public funds (money and property)
by public sector institutions will contribute to
increasing common good.

Public Prosecutor’s Office of the
Republic of North Macedonia

SAO and the Public Prosecutor's Office signed
MoC in 2022 to strengthen communication and
deepen cooperation between the institutions. This
MoC regulates the method of communication,
consultation and delivery of final audit reports to
the Public Prosecutor’s Office for further action, and
exchange of data and information for more efficient
action on ascertained irregularities through
implementation of trainings and workshops where
state auditors and public prosecutors would jointly
exchange practical experience and strengthen
knowledge and skills about the significance of
irregularities in audits and their treatment in
criminal prosecution proceedings.

In 2022, representatives of SAQ and PPQ participated
in a workshop titled "Strengthening cooperation
and communication between the State Audit Office
and the Public Prosecutor's Office of the Republic
of North Macedonia” where they discussed and
exchanged opinions on the topic. Both institutions
also nominated contact persons for continuous
communication.

In addition, in cooperation with USAID was organized
one-day event for representatives of SAO, PPO
and the State Commission for the Prevention of
Corruption, to discuss the method of exchange of
information and acting upon final audit reports.

State Audit Office, Public Procurement Bureau,
State Commission for Public Procurement Appeals,
State Commission for Prevention of Corruption
and Commission for Protection of Competition



Informal advisory and coordination body was
established with this MoC, intended for exchange
of experience in the scope of competences of
all signatories related to the national public
procurement system, promotion of cooperation,
sustainability and improvement of the public
procurement system as well as consistent
and harmonized application of the Public
Procurement Law and the by-laws in this area.
SAQ representatives actively participated in the
development of the Strategy for the Advancement
of the Public Procurement System for the period
2022-2026%, as well as in drafting of the Manual on
the most common mistakes in the implementation
of public procurement™
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Educational institutions

SAO has signed MoC with the Faculty of Economics at
Ss. Cyril and Methaodius University in Skopje and the
University of Southeast Europe to express consent
to cooperate by encouraging and affirming areas of
common interest, as well as ensuring availability of
professional exchange of experience. Based on the
signed MoC in 2022, representatives of these higher
education institutions took an active part in events
organized by SAQ. The active cooperation was also
carried out by answering questionnaires, which
were used as basis for preparation of publications,
scientific papers or analyses in the field of auditing
and the system of internal controls of these higher
education institutions.

10 https://www.bjn.gov.mk/wp-content/uploads/2022/03/Strategi-a.pdf
1 https://www.bjn.gov.mk/prirachnici-za-avni-nabavki/prirachnik-za-na-chestite-greshki-pri-sproveduva-e-na-postapkite-za-avni-

nabavki/
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Civil organizations

Institute for Democracy
“Societas Civilis" - Skopje

To encourage and affirm areas of common interest
that are also subject to state audit, in particular
strategic  planning, communication activities,
research, organizing debates, training and
education SAQ signed MoC with "Societas Civilis".

STATE AUDIT OFFICE
Memorandum of
understanding

SUPREME
AUDIT
INSTITUTIONS

3

PROFESSIONAL
INSTITUTIONS

INTERNATIONAL
INSTITUTIONS

Within this cooperation it will be possible for SAQ
to distribute data and information of public nature
structured for the needs of “Societas Civilis", to have
active communication and participate at events
where SAQ findings and recommendations will be
presented within the analysis of audited topics.
SAQO employees have participated in numerous
workshops intended for encouraging public debate
on prevention and fight against corruption in
support of the reform process in the Republic of
North Macedaonia.

A

EDUCATIONAL

INSTITUTIONS

)

GOVERNMENTAL
INSTITUTIONS




Center for Civic
Communications

SAQ continuously monitors the public procurement
procedures in auditees and points out ascertained
shortcomings and weaknesses in the phases
of planning, implementation and execution of
public procurement procedures. In 2022, SAO
continued its cooperation with the Center for Civil
Communications in the area of public procurement
within the workshops on “Green Public Procurement”,
aimed at identifying and encouraging application
thereof and reducing risks of corruption, as well
as in the final regional conference on the state of
play of public procurement in the Western Balkan
countries, where state auditors shared their
experience from public procurement audits.

Transparency International

SAO also participated in the research on the
“National Integrity System” implemented within the
action "EU4 Rule of Law: Citizen Engagement for
Public Integrity (CEPI) in the Western Balkans and
Turkey" supported by the European Union. With the
analysis and evaluation of 15 pillars of integrity in line
with the methodology prepared by the Secretariat
of Transparency International, an answer will be
given on the effectiveness of national efforts for
dealing with corruption.

One of the pillars that are part of this analysis is
SAQ. This pillar is evaluated through indicators
that refer to the independence, transparency,
integrity and responsibility of this institution in the
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implementation of its powers. In December 2022,
Auditor General gave an interview and data from
that interview as well as data from requests for
access to public information will be included in the
report that is due in the fall of 2023.

The public

SAQ is an independent institution that enables
citizens to monitor the spending of public funds
by providing information on the work of public
institutions and the measures that should be taken
to ensure responsible and transparent public funds
management. During 2022, in accordance with the
Law on Free Access to Public Information, SAQ
has received five requests for public information
and provided answer within the legal deadline. In
addition, in line with the National Action Plan for
Open Government Partnership and the commitment
"Proactive disclosure of information of public
nature on the websites of the institutions", SAO has
published on its website all documents that are of
interest to the public.
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COOPERATION WITH COMPETENT
AUTHORITIES ON AUDITS AND

EFFECTS THEREOF

For achieving the main audit objective - watching
over public funds and improve public funds
management, as well as timely detection of
deviations from accepted standards and violations
of the principles of legality, efficiency, effectiveness
and economy in public funds management, SAO
provides clear and effective recommendations
for prevention or impediment of future deviations
and damages. The corrective measures in line
with the audit recommendations enable auditee's
management to improve the effectiveness,
efficiency and economy of operation.

In 2022, through clear, real, objective and timely in-
formation on ascertained irregularities, non-com-
pliance with legal regulations, illegal managing of
public funds and possible cases of corruption and
abuse of power, SAO contributed to fulfillment of
part of the competences of the Assembly of the
Republic of North Macedonia.

SAO pays due attention to processing and analyz-
ing information contained in final audit reports of
authorized state auditors. Data is processed reg-
ularly with an integrated, autonomous and func-
tional software application, which provides reliable,
updated, timely and relevant information for the
needs of SAO, competent authorities and other
stakeholders.

With regular submission of final audit reports to
the Assembly and other competent authorities, SAQ
draws attention to the ascertained weaknesses in
the operation of audited entities.

We continuously record, monitor and analyze the
feedback received from the Public Prosecutor's Of-
fice, State Commission for Prevention of Corruption,
Ministry of Finance - Financial Police, Ministry of In-
ternal Affairs and Deputy Prime Minister in charge
of Good Governance Policies, for acting upon final
audit reports that were submitted to these insti-
tutions.

The effect of the ascertained shortcomings that
point to irregularities and illegalities in the oper-
ation of auditees for improving public funds man-
agement can be expected only if the competent in-
stitutions take necessary measures for overcoming
these shortcomings.

Monitoring and informing about the activities tak-
en by the competent institutions for overcoming
detected irregularities and illegalities in auditees'
operation is one of SAQ strategic objectives.

SAQ activities related to prevention of corruption
are carried out in accordance with the powers and
obligations set forth in the State Audit Law, the Law
on Public Prosecution, the Law on Prevention of
Corruption and Conflict of Interest, signed MaCs, as
well as other relevant legislation.

With the implementation of the Annual Work Pro-
gram for 2022, SAQ has submitted audit reports to
the following competent institutions:

- 22 audit reports for 19 audited entities to
the Public Prosecutor’s Office;

- 5 audit reports for 4 audited entities to the
State Commission for Prevention of Corrup-
tion;



- 139 audit reports for election campaign

participants to the State Commission for
Prevention of Corruption, ex officio in ac-
cordance with the amendments to Article
85-b of the Electoral Code (*Official Gazette
of the Republic of North Macedonia", no.
42/20);

1 audit report to the Ministry of Internal Af-
fairs and the Ministry of Finance - Financial
Police;

1 audit report to the Judicial Council of the
Republic of North Macedonia;

26 audit reports for 21 audited entities (au-
dits) to the Deputy Prime Minister in charge
of Good Governance Palicies.
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As requested by the European Commission in rela-
tion to the screening process, in January 2023 SAQ
submitted request to the competent authorities for
feedback on activities taken upon submitted final
audit reports in the last b years.

In April 2023, SAQ submitted request to the com-
petent authorities for providing feedback on the
activities taken upon submitted final audit reports.

Until the drafting of this Report, SAO has received
feedback from the Public Prosecutor's Office and
the Ministry of Finance - Financial Police.

SAQ actively cooperates with all state authorities
for prevention and fight against corruption within
the Protocol on Cooperation for Prevention and Re-
pression of Corruption and Conflict of Interest.
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SUBMITTED FINAL
AUDIT REPORTS TO THE
COMPETENT INSTITUTIONS

2022 SAQ Annual
Work Program

139

26

5 I
[

Public Prosecutor's Office

B State Commission for Prevention
of Corruption

B Deputy Prime Minister in charge of good
governance policies

B State Commission for Prevention of Corruption,
Electoral Code Article 85-b

B Judical concil

I Ministry of Internal Affairs

M Financial police
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ORGANIZATIONAL STRUCTURE
AND HUMAN RESOURCES

SAQ pays due attention to building modern, efficient
and functional human resources management
system using SAls best practice and internationally
accepted methodology.

SAO devotes attention to providing and creating a
cultural and professional work environment and
an atmosphere suitable for learning, progress and
development of competencies aimed at successful
operation and execution of the legal mandate.

The State Audit Office and the state auditors

are recognized by the high values and principles
they nurture and develop:

) professional skills

responsible performance

quality, professional
ethics and integrity

Do
S0

collegiality and teamwork

o

transparency

gender equality and
equal opportunities

D B | 1!

(0
Y,

innovation and

,O

independence  of  authorized
state auditors and state audi-

= tors in relation to auditees, state
institutions and other users of
public funds.

SAQ enables employees to maintain and increase
their interest to work in the institution through:

—> continuous  improvement  of  working

conditions

- equal conditions for employment and
promotion

—> continuous upgrade of professional skills of
employees and

—> adequate remuneration consistent with the
results achieved.

These principles and values are the foundations of
the good management in SAQ and have an overall
effect on the conduct of employees, but also help
the employees transform the way they work and
give clear guidance on further development of the
human resources.



Following development trends of SAls, requirements
of international standards, as well as obligations
from signed MaCs, in December 2022, SAO prepared
new Functional Analysis, which was the first step
in making changes in the internal organization and
execution of work processes for ensuring greater
efficiency and effectiveness of operation. The anal-
ysis provided comprehensive, detailed and essen-

116

EMPLOYEES

12

Women

MANAGEMENT
STRUCTURE

D
S

Appointed

o

Secretary
General
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tial overview of SAO competences and the needs
for realization of SAQ strategic objectives and mak-
ing state audit more efficient and effective.

Based on the functional analysis, SAO adopted new
acts for internal organization and systematization.
New department for audit of corruption and Inno-
vative laboratory as a unit within the IT Audit De-
partment were formed.

HUMAN RESOURCES

24

Advisor to the
Auditor General

3 employees

Assistant Auditor
General

10 employees
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GENDER
STRUCTURE

OF HEADS

OF AUDIT TEAMS

16 WOMEN

GENDER STRUCTURE

OF STATE AUDITORS,
ADMINISTRATIVE SERVANTS,
SUPPORT AND TECHNICAL
PERSONNEL

state
auditors

6/

administrative
servants

support and
technical personnel




PROFESSIONAL
DEVELOPMENT
OF AUDITORS

SAQO continuously takes on activities for
strengthening knowledge and skills of human
resources to achieve high professional level of work
and an atmosphere suitable for learning, progress
and development of all employees.

SAO conducted survey/questionnaire (answered
by 71% of employees) in accordance with INTOSAI
and ISSAI requirements aimed at obtaining
more detailed information about the needs for
continuous professional development. The survey
was used for defining priority areas for employees'
training, which are contained in the Annual Plan for
Continuous Professional Development for 2022.

The Annual Plan for professional development was
implemented with internal resources and by using
national and international experts in the relevant
field. The organization of trainings was carried out
by SAQ with the help of international organizations,
professional associations, international initiatives,
as well as private legal entities from the country
and abroad that offer education in several areas
related to state audit on 40 different topics.

For receiving feedback on the quality of trainings,
SAQ regularly conducts evaluations, which showed
that more than 80% of employees have positive
opinion on the trainings i.e. that the trainings would
contribute to improving their work.
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During 2022, specially designed trainings were
conducted for newly employed state auditors with
the aim to facilitate their professional adjustment
in the new work environment, while enabling them
to gain practical experience for their job position
by performing various audit tasks, as well as by
participating in various trainings.

Strengthening  knowledge and skills of SAQ
employees is also achieved through implementation
of parallel, international joint and cooperative
audits within INTOSAI community, as well as through
activities within twinning projects, and bilateral
cooperation between SAls.

Study visits of SAO employees to ather SAls were
also carried out. Through participation in seminars,
workshops and conferences organized by INTOSAI
and its regional organizations, European Court
of Auditors, SIGMA, as well as in cooperation
with the international organizations UN Women,
UNDP. National Demacratic Institute, Westminster
Foundation for Democracy (WFD) and others, it was
possible to increase the knowledge and skills of
SAQ employees.
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The Annual plan was implemented completely through the following

trainings:

Audit, methodology trainings - basic and advanced level

Accounting and financial reporting

Practical application of INTOSAI auditing standards (ISSAls)

Prevention of fraud and corruption, and integrity

Information technology

Data analysis

Soft skills development and personal development

Legislation

Pprotection and provision of access to public information

Public procurement

Taxes and contributions

Audit of local self-government units

Strategic and annual planning

Gender responsive budgeting and

Other types of training
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IT RESOURCES

In 2022, SAO continued with the necessary and
planned procurements for ICT and data security ==.l'.=
aimed at modernizing SAO information system and

Equipment and applications

providing support in the audit process.

\I/ VPN and FTTP

The procurement and installation of a modern
solution was successfully carried out, which
offers protection of network traffic, data and
services, and also provides higher protection in
the VPN connection.

The use of remote access by auditees for
providing electronic data at the request of the
audit was successfully implemented in 2022 as
well.

ke

Audit management system

i 5

As a novelty, application solution was
introduced for maximum efficient use of
resources for printing audit reports and other
documents. The results of its use are more
than satisfactory.

Concerning the needs of employees, SAQ
procured laptops with the latest version of
the operating system, as well as external
hard drives for auditors doing field work.
The practice of unifying the equipment and
tools that auditors use in the audit process
continues, as well as protection of data
received from auditees and data encryption at
the user level.

Procurement of application solution for
collecting data for the annual report, which
implied development of software solution for
SAO specific needs. Procurement was also
carried out to upgrade the audit management
system - the key electronic system for
the work activities, based on various audit
processes. The AMS was upgraded with several
new modules, which will significantly facilitate
the work of audit teams.

IT Training

it
De

For new employees, training was provided for
familiarization with the information system,
appropriate use of IT resources, software
tools, applications and the audit management
system, which are actively used in the audit
process, as well as familiarization with IT
policies and procedures as hasis for successful,
correct and safe use of assets and data.
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n Video conferences

The practice of using the platform to hold
online video conferences and meetings with
internal and external parties and trainings
continued this year. In this way, numerous
activities were easily carried out, when due
to the bans related to the pandemic it was
impossible to have physical presence of all
parties.

IT policies and procedures

e & |
i i CAATs
(LLUTLL)

Unimpeded functioning of the 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
in a central location, compliance with laws,
regular backup and protection from physical
and logical access to data.

The development of information technology
and its use by auditees has provided for the
use of CAATs in the audit process. Computer
assisted audit techniques help the auditors
to perform series of automated tests for
evaluation of entity's information system or
electronic data. CAATs provide higher level of
certainty as well as sufficient and appropriate
audit evidence. SAO uses IDEA software to
analyze data used for generating financial
statements and for audit sampling.

Information system
security policy and

= IS0 27001:2013

In addition, SAQ Information System Security
Policy was consistently applied, with particular
attention to the application of IT security
procedures and T procedures for AMS
implementation. In 2022, information security
policies and procedures were updated in
line with 1SO 27001:2013, which provides clear
direction and support for information security,
i.e. safequarding confidentiality, integrity and
availability of information and information
systems.
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FINANCIAL RESOURCES

FOR SAQ OPERATION

In line with the provisions of the State Audit Law, the
financial resources for SAO operation are provided
by the Budget of the Republic of North Macedonia.
SAQ budget is prepared within the frames of the
requirements and needs of the institution. The
Assembly of the Republic of North Macedonia votes
separately on SAQ budget as a separate item in the
Budget of the Republic of North Macedonia.

SAQ continuously and devotedly invests in the
execution of its powers delegated by law and
in achieving the performance indicators for its
operation. SAQ, as an organization with high
standards for operation and financial management,
has set up performance indicators for measuring
results of its operation i.e. the added value of SAQ
work.

By providing sufficient financial resources for
unimpeded execution of competences, SAO would
be able provide direct return of funds to the
Budget of the Republic of North Macedonia through
detected tax evasion.

Namely, with the performed audits of the Annual
Work Program for 2022, SAQ provided return to the
Budget of the Republic of North Macedonia in a ratio
of 1N, that is one SAO budget provided a return to
the Budget of the Republic of North Macedonia of
at least 11 SAO budgets. The unpaid, less calculated
and less paid funds in the Budget of the Republic of
North Macedonia amount to 1464 million denars or
about 23 million euros.

The approved SAO budget for 2022 for the core
budget accounts (637, 631) amounted to 142.845.000
denars. The realization of revenue amounts to
136.158.000 denars or 95.31%, while the realization of
expenditure is 135.788.000 denars or 95.05%.

Of these, 139.875.000 denars or 9792% are funds
provided from the core budget account 637 and
2.970.000 denars or 2.08% are funds from the core
budget account 631.

Budget Account 637

The approved budget for 2022 on the core budget
account 637 amounting to 139.875.000 denars has
96% realization i.e. 133.664.000 denars.

Planned expenditure in the amount of 102.680.000
denars or 734% refers to salaries, contributions and
compensations of employees, 27.075.000 denars
or 194% for goods and services, 1.580.000 denars
or 11% for transfers and donations and 8.540.000
denars or 61% for capital expenditures.

As for the structure of realized expenditure,
100.722.000 denars or 754% refers to salaries and
compensations of employees, 23.527.000 denars or
1760% for goods and services, 8112.000 denars or
6% for capital expenditures and 1.303.000 denars or
1% for various transfers.
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In the structure of realized expenditure for goods
and services in 2022, the largest share are utilities,
heating, communications and transport in the
amount of 10.231.000 denars; travel and per diems
amount to 3.935.000 denars; office supplies and
small inventory 1.283.000 denars; 2442.000 denars
for repairs and ongoing maintenance; 3.638.000
denars for contract services, 1.998.000 denars for
other current expenses and 1.303.000 denars for
various transfers.

2022

APPROVED BUDGET

core budget
accounts
(631 and 637)

142.845.000

denars

2022 total
planned budget

2.08%

8112.000 denars were spent on capital expenditures
with 95% realization of the planned budget. These
capital expenditures were spent based on detailed
plans and analysis of the needs for procurement of
new fixed assets, as well as replacement of existing
ones as part of the standard cycle of asset replace-
ment for improving SAO operations.

btained funds f bud 6
97.92% obtained funds from core budget account 637
139.875.000 denars

obtained funds from core budget account 631

2.970.000 denars

96%% realization | 135.788.000 denars
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in 000 denars

planned
expenditure

Salaries and benefits
for employees

Goods and services

Transfers and
donations

core budget account 637

Capital expenditures

Goods and services 896

Capital expenditures

core budget account 631

planned
expenditure

102.680

23.527

2.074

realized 7o Of realized
expenditure expenditure

100.722

87%

82%

95%

% of realized
expenditure

84 9%

2.039  98%

realized
expenditure

Budget Account 631

The total planned budget on the core budget
account 631for 2022 amounting to 2.970.000 denars
has 71.5% realization i.e. 2124.000 denars as of 31
December 2022.

The revenue on this account in 2022 amounts to
2494000 denars, and refers to collected revenue
from conducted audits before the entry into force
of the State Audit Law in 2010 and the transferred

in 000 denars

revenue surplus from the previous year. In 2022,
realized expenditure on this budget account
amounts to 2124.000 denars. As for the structure
of realized expenditure, capital expenditures
account for 96% or 2.040.000 denars and refer to
procurement of vehicles. Realized expenditure for
goods and services amount to 84.000 denars (4%)
and refer to expenses for communication services.
Unspent funds at the end of the year amounting
to 370.000 denars were transferred as surplus
revenue for the following year.
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Donor Account 785

In 2022, INTOSAI and SAl of Saudi Arabia announced
a call for grant applications intended for improving
resilience and continuity in operations through
ICT support. SAO applied and received donation /
grant in the amount of 30.000 USD intended for
procurement of IT equipment i.e. 18 laptops and 2
drones.

RECEIVED
DONATIONS

IN 2022
Donor-funded activities

(S

@UN =57
WOMEN

United Nations Entity for Gender Equality
and the Empowerment of Women

In December 2022, SAQ opened donation budget
account no. 020021504078550 to receive the grant
funds from the General Court of Audit - Saudi FISP.

No transactions were recorded on this account in
2022 because the funds were transferred in January
2023.

177188S | ¥#NDI

74.000 $

W

28.000 £

28.000 £
<
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External audit company elected by the Assembly The independent auditor report on SAO operation
of the Republic of North Macedonia audits SAQ is integral part of the Annual Report on performed
financial statements. audits and operation of the State Audit Office.

To strengthen SAO capacities for including gender perspective in performance
audit and execution of gender audits, UN Women provided support of 74.000

@UN 557 USD for preparation of methodology guidelines on gender audit, as well as
WOMEN expert assistance in the execution of gender audits, visualization of audit

United Nations Entity for Gender Equality
and the Empowerment of Women

results, and participation of state auditors in workshops in the country and
abroad (regional meetings and study visits) for exchange of experience and
good practices with other SAls.

The cooperation with UNDP aimed at continuous improvement and education
of SAO employees was realized through a series of workshops on audit of
local self-government, financial statements on accrual basis, analysis of
risks and typology of persons. The financial support for these activities
amounted to 74.000 USD.

The National Democratic Institute (NDI), in collaboration with the National

— Endowment for Democracy (NED) provided financial support for SAO in the

?’;NDI amount of 29.000 USD for exchange of experience and practices in relation

— to oversight of public funds by the legislative authority and cooperation with
the state audit at central and local level in the United States of America.

In favor of the implementation of SAO Communication Strategy, the
Westminster Foundation for Democracy in the country provided financial
support in the amount of 28.000 GBP intended for improvement of SAQ
communication and cooperation with the competent institutions, the Public
Prosecutor's Office, the Assembly, NGOs, journalists and the media. WFD also
provided expert support for execution of three performance audits.

Support of SAO work by SAO is making continuous efforts to achieve cooperation with a
international organizations - large number of international arganizations in order to provide
donor-funded activities support for its activities aimed at reaching the strategic objectives.
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SUSTAINABLE DEVELOPMENT AND
ENVIRONMENTAL PROTECTION

Environmental protection is one of the key issues at improving sustainability and environmental
and activities of interest to the citizens of our protection, through the performed audits and given
country as well as globally. For those reasons, recommendations, but also through its own efforts:
SAO continuously invests in activities aimed

Carrying out environmental audits

Membership in INTOSAI
AND EUROSAI working

groups

SAO continuously carries out audits in the field of
environment and climate change. With the Annual Work
Program for 2022 SAO planned and executed the audits
on environmental protection.

SAQ is active member EUROSAI and INTOSAI Working
Group on Environmental Auditing (WGEA).

Waste selection

Waste selection cans have been placed in SAO premises
and contracts have been signed with economic operators
for collection of selected waste.

Reduced use of paper

The Rulebook on the manner of performing state audit
provided conditions for submitting audit reports in
electronic form. In addition, application solution has
been introduced for maximum efficient use of resources
for printing audit reports and other documents.

,i\ Energy efficiency

SAO headquarters building is energy efficient with a
modern heating, cooling and lighting system. SAO has
started activities for installing photovoltaics. In energy
crisis conditions, SAQ in the last quarter of 2022 achieved
35% of electricity savings, compared to the same period
of the previous year.




INTERNATIONAL
COOPERATION
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SAQ, like other SAls, has active international
cooperation. It provides increased knowledge and
skills for the employees, exchange of experience
and improvement of effectiveness of audit
processes.

The use of video conferencing, webinars and other
forms of virtual events continued in 2022 due to
the circumstances imposed by COVID-19 pandemic.
This approach, though, provided for participation
of a larger number of SAO employees. During
2022, SAQ took part in numerous international
events (meetings, workshops, conferences) and
over 90% of the events were organized via video
link. All participants had the opportunity to be
informed about best practices and to participate in
networking as an opportunity to expand knowledge
and skills in several areas:

EUROSAI AND INTOSAI

environmental audit;

IT support and IT audit;
development of SAl operations;
public debt;

gender audit and gender budgeting;
audit of municipalities;

ethics and integrity;

N2 2 N N N A Z

COVID-19 pandemic as a challenge and
opportunity for increasing SAl influence,
etc.

SAO is an active member of several international
working groups and task forces.
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SAQ contribution to the implementation of EURQSAI
WG activities and programs during 2022 was
continuous, according to the conditions imposed
by Covid 19.

Participation in cooperative audits with other EU
SAls and beyond remains one of SAQ priorities given
the fact that this type of cooperation significantly
contributes to continuous strengthening  of
auditors' skills and improving the quality of
performance audits.

EUROPEAN ORGANIZATION OF SUPREME
AUDIT INSTITUTIONS (EUROSAI)
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The benefits of working with ather 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

as well as in promoting results achieved by SAQ.
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SAO delegation headed by Auditor General
attended the regular annual meeting of the
Contact Committee of the Heads of EU SAls,
European Court of Auditors, representatives of
SIGMA and INTOSAI IDI.

The meeting focused on the strategic tasks
and challenges of EU SAls in assessing the
(added) value of the Recovery and Resilience
Facility at national and EU level. The purpose
of the meeting was issues of common interest
with focus on EU policies and financial
management, as well as identifying of joint
activities for achieving greater impact.

Auditor General also held several bilateral meetings
with his colleagues and SAl representatives from
member states, candidates for EU membership
and the European Court of Auditors, and discussed
the independence of SAls and their influence for
better public funds management, the importance of
application of auditing standards, human resources
as a prerequisite for a professional institution, as
well as SAls performance measurement.

70



n

Annual report on
performed audits
and operation of

THE STATE
AUDIT OFFICE
for 2022

EUROSAI POST-CONGRESS MEETING

EUROSAI

Post-Congress Get-Together

At the invitation of the President of SAl of Czech
Republic, that is also presiding over EUROSAI,
representatives of SAI managements that are
EUROSAI members participated in two-day
post-congress meeting in Prague.

INTERNATIONAL ORGANIZATION OF
SUPREME AUDIT INSTITUTIONS (INTOSAI)

The focus of this visit was to exchange knowledge
and experiences on topics of interest to the external
audit to ensure adequate response to the current
challenges as well as added value for citizens
through the implementation of EUROSAI Strategic
Plan 2024-2030. EUROSAI members expressed their
willingness to cooperate more closely in finding new
tools, audit methodologies and procedures, and to
exchange knowledge and experience on topics of
particular interest for external audit.

INTOSAI

In line with INTOSAI motto Experientia Mutua
Omnibus Prodest (Mutual Experience Benefits
All], SAO provides vital contribution to promoting
good governance, strengthening transparency,

accountability and fighting corruption, thus
contributing to  maintaining  credibility and
strengthening public confidence in public funds
management.



XXIV INCOSAI - INTERNATIONAL CONGRESS
OF SUPREME AUDITING INSTITUTIONS
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2022

XXIV  International Congress of INTOSAI
(INCOSAI) was hosted by the Federal Court of
Accounts of Brazil from 7-11 November 2022. The
participation of Auditor General, Deputy Auditor
General and Secretary General was planned
for this event, but due to justified reasons only
Deputy Auditor General took part.

The Congress brought together participants
from more than 120 countries to discuss key
issues of the external audit community and
potential solutions. XXIV INCOSAI focused on
two main themes - "The work of Supreme Audit
Institutions in the face of public calamities” and
“Global voice, global outcome, and far-reaching
impact".

The Congress adopted several important documents
- the Rio Declaration, Rules of Procedures of the
organization, work reports of INTOSAI working
bodies as well as INTOSAI Strategic Plan 2023-
2028. At one of the Congress sessions, seven new
members of INTOSAI management board and two
INTOSAI external auditors were appointed for the
period 2023-2025.

During the Congress, Deputy Auditor General met
with INCOSAI host, the President of SAl Brazil, the
Auditor General of SAl Norway, the Comptroller
General of US GAQ, the President of the General
Court of Audit in the Kingdom of Saudi Arabia,
the Auditor General of SAI Albania, as well as with
representatives from other SAls and exchanged
opinions and experiences on issues related to state
audit aimed at application of auditing standards
and increasing cooperation between SAls.

12
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PARTICIPATION IN INTOSAI AND
EUROSAI WORKING GROUPS

INTOSAI WORKING GROUP ON
ENVIRONMENTAL AUDIT

Q INTOSAI

The 21st meeting of INTOSAI WGEA was held in
July 2022 where SAO representatives attended
interesting discussions by experts on topics
related to “Increasing resilience" in context of
climate change adaptation.

EUROSAI IT WORKING GROUP

Other topics discussed were sustainable transport,
climate financing, plastic waste management, and
other aspects related to the objectives.

INTOSAI WORKING GROUP ON IT AUDIT

ct EUROSAL

" »
] ,:

INTOSAI

SAO representatives in EUROSAI and INTOSAI
Working Group on IT Audit took active part in all
online workshaops, thus increasing their skills
and knowledge in IT audit. SAO representatives
participated in the Annual Meeting of EUROSAI
Working Group on IT Audit held in Bucharest,
Romania.

The theme of the 2022 Annual Meeting was IT
standards and guidelines - the future of IT auditing.
The annual meeting of INTOSAI Working Group on
IT Audit was held online in May 2022 to discuss the
problem of IT-usage for SAIS' activities optimization
and areas of synergies with WGITA.
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() INTOSA WGPD

SAO representatives participated in the virtual
Annual Meeting of INTOSAI Working Group on
Public Debt. The topic of the annual meeting for
2022 was "Understanding the Post-Pandemic
Public Debt Environment (Lessons on PDMA)"
and SAQ representatives gave a presentation.

SAQ is a team leader in the implementation
of two activities of the Strategic Plan of this
working group for drafting:

EUROSAI WORKING GROUP ON
ENVIRONMENTAL AUDIT

> A set of practical procedures for
Understanding Public Debt Authorization,
Contracting, and Legal Framework of
Different Countries

—> Research Paper on Mapping SAIS' mandates
on the audit of public debt, institutional
capacities and the Regional Organization's
support and resources

These practical procedures are expected to be
adopted during 2023.

SAQ representatives took part in the spring
meeting on the topic “Water supply and its
quality in the aspect of the climate change’,
where experiences were shared on conduct-
ed audits on water management, water man-
agement policies at central and local level and
their implementation, environmental protec-
tion activities, SAl role on the environment and
climate change.

In addition, SAQ representatives participated in the
20th WGEA Annual Meeting in November 2022 titled
"Environmental protection in turbulent times" in the
context of climate change adaptation.
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EUROSAI TASK FORCE ON
MUNICIPALITY AUDIT

EUROSAI

Task Force
Municipality Audit

SAQ made a significant contribution to the work
of EUROSAI TFMA, particularly in relation to the
implementation of the action plan for 2021/22.

TFMA held a seminar on ‘Digitalization of
Public Service Delivery and Administration in
Municipalities” on 19-20 October 2022, in Vilnius,
Lithuania with representatives from SAls of
North Macedonia, Israel, Lithuania, Austria,
Albania, Azerbaijan, Bosnia and Herzegovina,
Georgia, Estonia, Malta, Moldova, Latvia, Romania,
Poland, Montenegro, Turkey and Spain.

SAO representatives presented the results of
conducted IT audit on the topic “The quality of
services provided by LSGUs through their web
portals" and were moderators of the working
group on the topic “Building capacities of local
government aimed at digitization of services".

SAQ was coordinator of the cooperative performance
audit on the topic "Municipalities’ own revenues in
conditions of pandemic’, conducted with the SAls of
Albania, Romania, Poland, Slovakia, Montenegro and
Turkey. At the fifth annual meeting, SAO presented the
results achieved and the activities that follow before
the completion of the audit. The summary report of
this cooperative audit is expected to be published in
mid-2023.

SAO analysis on “Collection of data for monitoring
implementation of recommendations in audit reports
for LSGUs™, was published in January 2022. The
analysis is a practical insight into the manner and
procedures for monitoring implementation of audit
recommendations for different types of municipality
audits for TFMA member SAls. The analysis was based
on a questionnaire and its answers from 23 out of 27
TFMA members.

Monitoring implementation of recommendations
is of particular importance for good governance as
an important segment for ensuring transparency
and accountability. The analysis presents SAl various
practices for ensuring more efficient functioning of
the systems.

12
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NETWORK OF SAls OF CANDIDATE
AND POTENTIAL CANDIDATE COUNTRIES
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At the regular annual meeting of liaison officers
held virtually in May 2022, the focus was on
the activities for implementation of Network's
Outline Work Plan for 2022 and beyond. Five
virtual workshops were held within the parallel
performance audit project.

YOUNG EUROSAI (YES) CONFERENCE

Professional and financial assistance for the
project was provided by SAl of Sweden, in
coardination with the Joint Working Group on
Audit Activities (JWGAA] and with participation of
ECA representatives.

3

YL E;S

The Fifth Young EUROSAI Conference (YES) on
the topic "Experimental Culture” was held In
September 2022 in Stockholm, Sweden with 90
participants.

The purpose of this conference is to build
professional community among young people
within  EUROSAI, to promote cooperation
between members and enrich the professional
and social experience, professional values and
standards of young SAl representatives that
would benefit all SAls.

SAQ representatives took an active part in the
conference and held a joint workshop with
colleagues from the European Court of Auditors on
the topic "The Power of Visualization" with special
reference to the Annual Report on performed audits
and operation of the State Audit Office for 2021.

According to evaluation data for the event and the
quality of presentations, as well as the opinion of
the Auditor General of Sweden, SAQ representatives
had the best presentation.
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BILATERAL AND
REGIONAL COOPERATION

STATE AUDIT INSTITUTION
OF SERBIA

STATE AUDIT INSTITUTION
OF MONTENEGRO

As a result of the long successful bilateral
cooperation, in 2022 Auditors General of North
Macedonia and Serbia signed Cooperation
Agreement. The agreement defines cooperation
activities and areas, including implementation
of parallel performance audits and exchange of
experience for improving the audit processes in line
with international standards and EU best practice.

In 2022, audit teams of both institutions carried out
cooperative performance audit on a particularly
significant and current topic for the entire region
‘Balanced regional development with special
emphasis on demography”. The audit teams
held three joint meetings, discussed normative
arrangement, scope, methodology approach,
audit objectives and expectations, and exchanged
experiences and results for all audit phases.

At the last meeting in December 2022 the teams
defined the timeframe for preparing the joint report.
In addition, new topic for cooperative performance
audit was defined titled 'Preparedness for
implementation of Sustainable Development Goals
until 2030", which is expected to contribute to the
economic, social and environmental sustainability
of the society. This cooperative audit is included in
SAO Annual Work Program for 2023.

At the invitation of the State Audit Institution of
Montenegro, SAQ representatives took active part
at the regional conference on the topic “Following
up on the recommendations of performed audits”
held in March 2022. The conference focused on
improving systematic and quality follow up on
the implementation of audit recommendations,
which have a key role in measuring audit impact.
The participants shared experience and good
practice examples for application of procedures for
monitoring implementation of recommendations
for regularity, compliance and performance audit.

In May 2022, SAO hosted a delegation of the State
Audit Institution of Montenegro. During the bilateral
visit, the colleagues from both institutions covered
various topics and areas through presentations
and discussions including: SAO communication,
transparency and accountability, presentation of
identified shortcomings, drafting summaries of
audit reports and communication tools, presence
and promotion on social media and cooperation
with the Assembly.



STATE SUPREME AUDIT
OF ALBANIA
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BULGARIAN
NATIONAL AUDIT OFFICE

SAQ hosted trilateral meeting with delegations
from the SAls of Norway and Albania.

Auditor  General signed Memorandum  of
Understanding with the President of SAI Albania,
which envisages joint future activities for deepening
existing cooperation and strengthening partnership
and capacities of both institutions.

High-level delegations from all three SAls held a
meeting with the Vice President of the Assembly
of the Republic of North Macedonia to discuss
systemic and organizational setup of the audit
institutions, the cooperation with parliaments, as
well as the practice of reviewing audit reports by
parliamentary committees and at plenary sessions
of the parliament.

NATIONAL AUDIT OFFICE
OF KOsovo

At the invitation of Auditor General of Kosovo, SAO
delegation headed by Auditor General and Deputy
Auditor General paid official visit to the National
Audit Office of Kosovo.

At the meeting, both SAls presented the achieved
results for creating efficient control environment,
safeguarding public assets and cooperation with
the Parliament. The cooperation will deepen further
through sharing experience and knowledge between
both institutions aimed at raising the quality of
external audit in public funds management in both
countries.

SAls of North Macedonia and Bulgaria fulfilled
their mission to be successful example for other
institutions to follow on how to achieve productive
cooperation through exchange of professional
experience and knowledge.

Both Auditors General expressed satisfaction with
the results achieved within the twinning project
‘Improving External Audit and Parliamentary
Oversight’, noting that the success resulted from
complete openness, fairness and honesty of
colleagues from hoth SAls in sharing knowledge
and challenges in everyday work.

The Heads of both SAls signed cooperation
agreement as a continuation of what was achieved
and a reflection of the long-term cooperation.
The main forms of cooperation will be sharing
experience, organization of activities on issues
of mutual interest, including consultations,
seminars, round tables, conferences on the main
problems and challenges in performing state audit.
Implementation of parallel, coordinated and joint
audits is also envisaged.

18
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STATE AUDIT OFFICE
OF CROATIA

The excellent cooperation and communication
between both SAls, as well as the successful
implementation of activities within the twinning
project, where SAl Croatia was senior partner,
continued with organization of bilateral workshops.

The exchange of experience, knowledge and active
discussions contributed to strengthening mutual
cooperation and providing added value in the
performance of state audit. Several audit topics and
areas were covered with the bilateral workshops:

—> Strategic documents and strategic audit
planning;

—> Transparency, accountability and
communication with stakeholders;

- Key shartcomings and recommendations
from conducted performance audits;

- Follow up audits on the measures taken
upon audit recommendations;

- Audit of public procurement and most
common findings;

—> Challenges and risks in the audit of state
budget users and financial audit of local
self-government units and political parties;

- The role of auditors in cases of fraud or
potential or suspected fraud in the course
of the audit with special emphasis on the
limitation of auditor’s liahility:

-> Ethics and artificial intelligence, issues and
initiatives; and

- News in the operation of both institutions
and information about conducting state
audit.

Each participant had the opportunity to gain
knowledge about certain audit areas. Numerous
conclusions emerged from the workshops, as well
as satisfaction from the excellent cooperation and
communication fostered by the two supreme audit
institutions.
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DEVELOPMENT INITIATIVE

SAQ delegation held a meeting with INTOSAI IDI
Director General within the frames of the visit
to the Office of the Auditor General of Norway
to consider possibilities for further cooperation
and support to SAQ professional development.

FEDERAL COURT OF AUDIT
OF GERMANY

In 2023, SAO joined Leveraging on Technological
Advancement Pioneers (LOTA) program, which aims
to bring technology closer to the audit by analyzing
audit processes and developing strategy for using
technology in audit as well as audit of governments'
use of technology.

Bundes
rechnungshof B

In June 2022, SAQ delegation headed by
Auditor General and Deputy Auditor General
held bilateral meetings with delegation of the
German SAl headed by its President.

At the meetings, representatives of both SAls
discussed and exchanged practices on several
topics and areas concerning SAI mandate, role and
scope of activities, digitization of audit processes
with the use of new technologies, as well as the
future cooperation of both SAls.

Communication between SAls and parliaments and
reviewing final audit reports were defined as a key
short-term activity between both SAls.

80



81

Annual report on
performed audits
and operation of
THE STATE
AUDIT OFFICE
for 2022

INTERNATIONAL BOARD OF AUDITORS
FOR NATO (IBAN)

With the acquisition of the status of the Republic
of North Macedonia as NATO member country,
SAQ as the Competent National Audit Body of
the Republic of North Macedonia participates
in the meetings of the International Board of
Auditors for NATO.

Other international activities

The comparative analysis "Transparency Initiative
for the Western Balkans - Focus on COVID-19 and the
costs of recovery” prepared by the Western Balkans
Democracy Initiative included the Republic of North
Macedonia, Serbia and Bosnia and Herzegovina
within the initiative for good governance and trust
fund for investment climate reform. The aim of this
initiative is to support governments in the Western
Balkans in identifying opportunities to strengthen
fiscal transparency practices during crisis.

For the third time, in June 2022 SAO with its
national representatives and other 29 national
representatives of the Competent National Audit
Bodies of NATO members, participated in the
meeting for reviewing IBAN Annual Activity Report
for 2021, and for discussing audit issues of common
interest to the participants.

In the analysis SAQ was pointed out as exemplary
regional institution that managed to respond to the
crisis' challenges through urgent changes in the
planned audits. As a rapid response to the global
pandemic, SAQ proactively amended its Annual
Work Program, even before state of emergency
was proclaimed in the Republic of North Macedonia,
and included two compliance audits focused on
Government's response to COVID-19. This practice
continued with the new Annual Work Program,

which included four audits related to measures for

dealing with COVID-19 crisis.
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TWINNING PROJECT "IMPROVEMENT OF EXTERNAL

AUDIT AND PARLIAMENTARY OVERSIGHT"

SAOQ, in cooperation with the SAI Croatia as senior
partner and SAl Bulgaria as junior partner fully
implemented the twinning project titled “Improving
External Audit and Parliamentary QOversight" by 31
October 2022.

The project commenced on 1 February 2021 with
financial support of EU IPA 2018 in the amount of
1.5 million euros.

The aim of the twinning project was to improve the
efficiency and impact of external audit through

TWINNING PROJECT

MK 18 IPA FI 03 20
"Improvement of External Audit and
Parliamentary Oversight"

Q

Budget 1.5 million euros

further harmonization of the legal framework
and development of methodology tools, as well as
strengthening SAQ capacities for efficient execution
of external audit. In addition, the project aimed to
improve parliamentary oversight over public funds
and improve cooperation between the State Audit
Office and the Assembly of the Republic of North
Macedonia.

Twinning project activities were organized and
structured in four components.

21 months | 02.2021-10.2022

Improved external audit legal framework and improved SAQ

strategic and annual planning 1
Improved administrative capacities and external audit processes 2
Improved legislative control function of the Assembly 3

based on review and discussion of SAQ audit reports

Improved external and internal communication and IT and IT audit capacities 4
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Al SAO employees were involved in the
implementation of the project activities within
the components and in the implementation of
pilot audits, and gained knowledge about EU audit
practice.

The accomplished results and activities within the
project were presented at a conference held on
17 October 2022 in Skopje. Improvements to SAQ
legislative, strategic and methodology acts as
well as the lessons learned from the pilot audits
and communication tools were presented at the
conference.

At the Closing Conference of the twinning project
on 21 October 2022, the President of the Assembly
of the Republic of North Macedonia and the Auditor
General signed Memorandum of Cooperation
between the Assembly and SAO. The purpose of
this MoC is to establish professionally sustainable
relations between SAO and the Assembly for
improving oversight of public spending and greater
accountability of institutions financed by the State
Budget.

The Conference was also attended by different
SAO stakeholders - representatives from the EU
Delegation in the country, auditees, civil society
organizations and the media. The activities and
results of the twinning project are contained in the
Final Report which was submitted and approved
by the Delegation of the European Union in the
Republic of North Macedonia.

UNITED NATIONS ENTITY FOR GENDER EQUALITY
AND THE EMPOWERMENT OF WOMEN
(UN WOMEN])

@UN 337
WOMEN

United Nations Entity for Gender Equality
and the Empowerment of Women

In 2022, SAO and UN Women continued to
implement the Memorandum of Understanding
and Cooperation with the aim to advance the
implementation of gender equality obligations
in line with national laws and policies as well as
international commitments as well as to promote
gender-responsive public funds management and
accountability through systematic implementation
of gender responsive budgeting as a policy-making
tool.

To meet the objectives set, UN Women provided
support to state auditors for participation in
workshops in the country and abroad, as well as
support in the implementation of the performance
audit "Effectiveness of Government measures on
Gender Equality and Gender-responsive Budget
Initiatives” and development of Gender Audit
Guidelines.

For sharing experience and good practice on
inclusion of gender perspective in performance
audits, state auditors participated in a study visit to
the National Audit Office of Sweden and the relevant
line ministries in the country. Two state auditors
participated in the training on “Gender Equality and
Economy” organized by UN Women Training Center.

At the regional conference held in Istanbul, Turkey
on “Transformative Financing as an Accelerator for
Gender Equality: Drawing from gender responsive
budgeting experiences and lessons learned’,
Auditor General shared SAO experience and good
practice in conducting gender performance audit.



At several workshops organized in Kosovo and
Albania, SAO auditors shared their experience and
good practice from the implementation of the first
gender performance audit in our country.

SAQO delegation headed by Auditor General
participated in a regional meeting in Banja
Luka, Bosnia and Herzegovina between SAls of
North Macedonia, Albania, Serbia and Bosnia
and Herzegovina to discuss the possibility for
conducting parallel audit on gender equality in the
region.

SAO is an institution with high degree of gender
balance, both in the management of the institution
and among authorized state auditors.

UNITED NATIONS DEVELOPMENT
PROGRAM (UNDP)

y[UIN]
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In March 2022, SAO signed Memorandum of
Understanding with UNDP, which defines series of
activities to be implemented in the next two years.
Several trainings were organized with UNDP support
on the following topics:

- audit of financial statements on accrual
basis,

-> personality types, communication and team
cohesion, with focus on MBTI personality
typology,

—> preparing and audit on financial statements
of local self-government units, and

- internal  control their

functioning.

systems  and
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At the invitation of UNDP Independent Evaluation
Office, in October 2022, Auditor General participated
in the National Evaluation Capacities Conference
on "Resilient Evaluation Systems for Sustainable
Development” in Turin, Italy. Auditor General took
part in the 11th workshop which focused on the
evaluation methodology of UNDP Independent
Evaluation Office, as the largest evaluation office in
the United Nations system.

At UNDP Annual Conference on Decentralization
and Local Governance - a time for opportunity
and revisioning” organized in partnership with the
Ministry of Local Self-Government, Auditor General
participated as a panelist. He emphasized that SAQ,
as a supreme audit institution, continuously points
to systemic weaknesses in LSGUs functioning
and operation, and hopes that adopted legal
provisions on financing local government and
transferred competences will be observed taking
into consideration real data, and that there will be
serious investment in human resources in LSGUS.
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WESTMINSTER FOUNDATION
FOR DEMOCRACY (WFD)

WESTMINSTER
FOUNDATION FOR
DEMOCRACY

In 2022, SAQ continued the implementation of the
Memorandum of Understanding signed with the
Westminster Foundation for Democracy (WFD)
and UK Foreign, Commonwealth & Development
Office (FCDO). The aforementioned Memorandum
envisages support in the implementation of
SAO Communication Strategy 2020 - 2023,
and implementation of the project titled
‘Increasing accountability and transparency in
Macedonia through improved implementation
of SAO recommendations’, supported by the
British Government. The support relates to the
implementation of the remaining activities
of the Communication Strategy focused on
SAO communication and cooperation with the
competent institutions and non-governmental
organizations.

In 2022, withtheaimofimproving SAO communication
and cooperation with the competent institutions
such as the Public Prosecutor's Office, several
workshops were organized for presenting results
of SAO work and audits performed as well as for
sharing good practice and experience.

At this event, Auditor General presented the
identified key shortcomings contained in SAO Annual
Report for 2021 before media representatives from
national TV stations and internet portals. The
media representatives were also introduced to
the different types of audit, the structure of audit
reports, and SAO communication processes for
increasing transparency and accountability in its
operation.

Recognizing the importance and impact of
performance audit, WFD also provided expert
support in conducting performance audits in the
field of energy, balanced regional development and
local self-government units, which are presented in
this report.

SAO, in cooperation with WFD, held a panel
discussion on "Municipalities’ own revenues for
providing quality services to citizens during the
pandemic”. The panel focused on presentation
of results of the public survey on the quality of
municipal services in conditions of pandemic,
prepared for SAO needs. At the panel discussion,
participants exchanged opinion and information
related to the efficient operation of municipalities
in conditions of pandemic and delivery of quality
services to the citizens.

For improved visualization and development of
audit activities, four video clips were made for SAQ
YouTube channel, where SAQ operation and audit
reports are presented.

For strengthening skills for public speaking and
media appearance, SAO employees participated in
a workshop on public speaking and public relations,
where they learned about the most essential
challenges in communication with the media and
investigative journalists. During the workshop
sessions, participants discussed and exchanged
opinion on specific examples of communication
with the media, fake news and crisis PR as a toal
to protect the institution. Practical advices were
also shared on quality public speaking and media
appearance. SAQO management and auditors
took part in a statement recording exercise
for strengthening and developing their public
speaking and media appearance skills, for better
presentation of audit activities and results that add
value in the society.
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COOPERATION WITH THE OFFICE OF THE
AUDITOR GENERAL OF NORWAY (OAGN)

Riksrevisjonen
\J

For establishing institutional cooperation of mutual
interest for both SAls, Auditors General of Norway
and North Macedonia signed Memorandum of
Understanding. The MoU provides for a five-year
institutional capacity development assistance for
the State Audit Office, based on INTOSAI and EUROSAI
principles and standards for professionalization.

The objective of this cooperation is to strengthen
SAO capacities to fulfill its mandate and to
perform high-quality audits, and thus to promote
transparency, accountability and good governance
in public funds management in the Republic of
North Macedonia.

The  cooperation involves different  audit
departments and types of audits where OAGN
has relevant capacities and can add value to SAO
work, particularly in performance auditing, setting
up innovation laboratory for finding methods
and software tools for collection, analysis and
presentation of audit data, modernization of work
processes through improvement of the audit
management system and development of IT audit,
and self-assessment of SAOQ integrity system by
applying IntoSAINT methodology.

NATIONAL DEMOCRATIC INSTITUTE (NDI)

"#INDI

In 2022, in cooperation with the National
Democratic Institute (NDI) within the project
"Strengthening oversight of public funds through
leadership transitions” financed by the National
Endowment for Democracy (NED), state auditors
had the opportunity to exchange experience and
good practice in the oversight of public funds by
the legislative authority and cooperation with the
government audit at central and local levels in the
United States of America.
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CHARTERED INSTITUTE OF PUBLIC
FINANCE AND ACCOUNTANCY (CIPFA)

AND CENTER OF EXCELLENCE

Cl PFA\‘\‘

IN FINANCE (CEF)
&
Center
'K' of Excellence
7( K in Finance

At the invitation of the Chartered Institute of
Public Finance and Accountancy (CIPFA] and
the Center of Excellence in Finance (CEF), SAO
representatives participated in the second in-
ternational conference on public finance held
in Tirana, Albania. The regional conference
was an excellent opportunity for exchange
of knowledge, experience, best practices and
recommendations to accountants and auditors
from the public sector. The Conference was fo-
cused on change management, transformation
and decision-making for management systems
with special focus on ensuring quality and sus-
tainability of public services.

In June 2022, during the second international
conference on public finances, SAQ represent-
ed by Auditor General, CIPFA represented by
President Mike Driver and CEF represented by
Director Jana Repansek signed Memoranda of
Understanding for setting up formal basis for
cooperation on activities aimed at promoting
joint commitments for good management
of public funds and good governance, as well
as sharing best practices for improving skills
and capacities of public institutions and offi-
cials, particularly in the area of prevention by
creating efficient corruption risk management
framework.

For achieving the joint mission in 2022, Auditor Gen-
eral met with CIPFA and CEF representatives.

Workshop titled "Common challenges in the imple-
mentation of INTOSAI standards” was organized for
increasing knowledge, skills and capacities of state
auditors, and two employees actively participate in
CIPFA working group for preparing new certification
program for conducting performance audit.

This cooperation will deepen in the upcoming peri-
od through sharing experience and knowledge, inter
alia, by training and certification of state auditors
for prevention of risk of corruption.



EU INTEGRATION

In July 2022, EU started the opening phase of the
accession negotiations with North Macedonia. This
followed the decision by the European Council from
2020 to open accession negoatiations, as well as the
approval by the European Council of the Negotiating
Framework for negotiations with North Macedonia,
in accordance with the revised enlargement
methodology.

In2022, SAQ nominated representatives as members
of the working groups for individual areas and
chapters in line with the Decision on establishing
accession negotiations structure of the Republic
of North Macedonia to the European Union and
the Decision on institutions whose representatives
are part of the working groups for preparation of
the negotiating positions for negotiations on the
accession of the Republic of North Macedonia to
the European Union.

Bilateral screening is the first step in the accession
negotiations with the EU, which allows the candidate
countries to familiarize with EU laws and standards
and the obligations arising thereof, as well as with
the country's level of readiness and future plans for
further alignment.

Screening is formal operation for assessment of the
degree of compliance of national legislation with EU
law, the institutional setting for implementation of
laws and plans for further harmonization, building
institutional capacities, necessary human, financial
and IT resources for implementation of European
standards, as well as for identifying areas/issues
which require transition period.
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For adequate response to this challenge, SAO
employees participated in series of trainings,
explanatory and preparatory meetings, aimed
at supporting and preparing for the bilateral
screening.

The Cluster - Fundamental Values, as the first and
moast significant one, covers five chapters related
to the rule of law:

—> Chapter 23 - Judiciary and fundamental
rights;

Chapter 24 - Justice, Freedom and Security;
Chapter b - Public Procurement;
Chapter 18 - Statistics;

Chapter 32 - Financial control, as well as

N2 2N ZEN 2 2

Areas of functioning of democratic
institutions, public administration reform
and public funds management.

SAQ was actively involved in the bilateral screening
and has contributed to several areas and chapters.

Chapter 32

Financial Control

SAQ representatives headed by Auditor General
presented its work results, the compliance of
SAQ operation with ISSAls, best practices as well
as short-term and long-term plans, such as the
definition of SAQ as constitutional category and the
adoption of the new State Audit Law.
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Judiciary, Fundamental Rights and Rule of Law

SAO presented its institutional capacities, the
activities taken concerning fight against corruption
and the inter-institutional cooperation in the fight
against corruption. SAO is one of the key institutions
in the public sector in the fight against corruption.
The results of performed audits, as well as activities
taken in the area of gender-responsive budgeting
were also presented.

Functioning of democratic institutions

As independent, objective and impartial external
auditor, SAO presented the experience from the
audit on regular operation accounts of political
parties and election campaign financing, in
accordance with ISSAIs.

In accordance with the competences prescribed by
the State Audit Law and in line with the Annual Work
Program for 2022, in the Area- Public Administration
Reform as part of the negotiation process within
the Cluster - Fundamental Values, SAO carried out
performance audit on the activities taken by the
competent institutions for efficient implementation
of the Strategy for Public Administration Reform
2018-2022, and gave recommendations for
promotion and unimpeded implementation of
the planned activities in the new Strategy for
the Reform of the Public Administration. SAO
also conducted performance audit on the topic
"Effectiveness of the implementation of the
Strategy for Reforms in the Judicial Sector 2017 -

2022 and implementation of the Action Plan of the
Strategy’, in line with SAO Annual Work Program
for 2022. SAQ audit recommendations should
contribute to improvement of the implementation
of the Action Plan for the Strategy 2017-2022, as well
as for development of new Strategy and Action Plan
2023-2027 for successful realization of the strategic
objectives for reforms in the judicial sector in the
Republic of North Macedonia.

SAQ 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,
as well as in the work of other authorities and
bodies for the prevention of corruption. SAQ also
participates in the implementation of the National
Program for Adoption of the Acquis (NPAA] for 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.

SAQis partof the family of state bodies that comprise
the “Inter-ministerial Body for Coordination of Anti-
Corruption Activities". This body has the obligation
to coordinate activities of all competent authorities
for fight against corruption, to strengthen mutual
cooperation and mutual reporting, to exchange
information and data and to implement the
recommendations contained in GRECO reports of
the Council of Europe and from other international
organizations.
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AUDIT ACTIVITY THROUGH FIGURES
SAO 2022 ANNUAL WORK PROGRAM

205

Regularity Audit Reports

Environmental Audit Reports

22

Audit reports submitted to the
Public Prosecutor's Office

Audit reports submitted to
Judicial Council

]

Audit reports submitted to the
State Commission for Prevention
of Corruption

175

Audit recommendations

12

Performance Audit Reports

[T Audit Reports

26

Audit reports submitted to the
Government - Deputy Prime
Minister in charge of Good
Governance Palicies

Audit reports submitted to the
Ministry of Interior

333

Audited entities

441.508

Audited public revenues
(in millions)

6

Compliance Audit Reports

223

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

139

Audit reports submitted to
the State Commission for
Prevention of Corruption ex
officio, in accordance with the
amendments to the Electoral
Code, Article 85-b

1

Audit reports submitted to the
Ministry of Finance - Financial
Police Office

1.242

Audit findings

284.839

Audited public expenditures
(in millions)

13 The number of audit findings contains 17 other matter issues that are recurrent in final audit reports for all 141 election campaign
participants for 2021 local elections; 1 other matter issue is contained in the final audit reports for 19 election campaign participants
- election coalitions; and 1 other matter issue is contained in the final audit report for one election campaign participant-group of
voters.



32

Follow Up Reviews on the status
of implementation of audit
recommendations

1464

Unpaid / less paid /public duties
/ fees in the Budget of the
Republic of North Macedonia

(in millions)

6.089

Total amount of public
procurements
(in millions)

139

Completed procurements
without public procurement
procedure

(in millions)

246

Canceled / lost grants
(in millions)

48

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

L4

Unpaid / less paid fees
in the budgets of audited
municipalities

(in millions)

2.953

Scope of audited public
procurements
(in millions)

602

Corrective entries in
Balance Sheets
(in millions)

6.304

Delayed investments /
termination of investment
grants (approved but undrawn
loans/credits/grants)

(in millions)
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106.201

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

2.341

lllegal use of funds
(in millions)

987

Total amount of identified
irregularities in public
procurements

(in millions)

9.716

Identified shortcomings that
affect auditee's activity and
capital investments

(in millions)

33

Commitment fee on undrawn
credit lines/loans
(in millions)




Audit activity through figures

223 AUDIT CONCLUSION
OPINION REGULARITY AUDIT
AUDIT REGULARITY COMPLIANCE AUDIT/
REPORTS AUDIT PERFORMANCE AUDIT

o o 196 opinions on compliance ) ) )
205 opinions on financial statements with laws and regulations® 6 conclusions on compliance audit
as separate audit

12 conclusions on performance audit
69 unqualified 26 qualified | 55 unqualified opinion 35 qualified opinion
opinion opinion
2 conclusions on IT audit
[ 1]
35 adverse 75 disclaimer 33 adverse 73 disclaimer 4 environmental audit conclusions
opinion of apinion opinion of opinion EEEE
145 1242 A 333
Political parties and
Election Campaign AUDIT FINDINGS AUDITED
participants - Local ENTITIES
Elections 2021
86 903 regularity audit 25 regularity audit
IDENTIFIED 215 performance audit 151 performance audit
PUS;L?EL%%I\SHLGESMIENT 98 compliance audit 6 compliance audit
FINDINGS 26 17 audit 6 7 audit

TOTAL VALUE OF AWARDED PUBLIC AUDITED PUBLIC PROCUREMENT

PROCUREMENT CONTRACTS

2.953.311

in 000 denars

6.089.138

in 000 denars

986.9704

IDENTIFIED IRREGULARITIES IN PUBLIC
PROCUREMENT

in 000 denars

not implemented public procurement contracts

weaknesses in public procurement planning phase

irregularities in preparation of tender documents/technical specification
weaknesses in deciding on public procurements

restrictive elements in tender documents in relation to competition

14 The number of opinions on compliance with laws and regulations is lower than the number of opinions on financial statements because in
the final audit reports on financial statements and compliance audit of subsidy budget account (930) for 8 LSGUs and the City of Skopje,
the opinion on compliance with laws and regulations is expressed in the audit report of the individual user of earmarked grants.



REVENUE AND
EXPENDITURE

The total audited public revenue and public
expenditure covered with SAO 2022 Annual Work
Program (see graph below) also include public
revenue amounting to 9.793 million denars and
public expenditure amounting to 9.667 million
denars, which refer to legal entities where the
state is dominant shareholder (JSC MEPS0), public
enterprises and other institutions.

TOTAL 411.508 MILLION DENARS audited public
revenue and 284.839 MILLION DENARS audited
public expenditure in line with SAO Annual Work
Program for 2022

Compared to the Annual Work Program for 2021, the
amount of audited public revenue with performance
and compliance audits has decreased. However,
there is a noticeable increase in audited public
revenue of:

- Central Budget of the Republic of North
Macedonia, around 9.700 million denars,

- budgets of local self-government units,
over 9.000 million denars,

-> beneficiaries of Health Insurance Fund
budget, 263 million denars, which is one
third more than last year; and

—> regular operation of political parties and
election campaign participants - Local
Elections 2021, 370 million denars, which is
double than last year.
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In regards to the audited public expenditure, we
note a significant increase of 49.000 million denars,
which is 20% more than the Annual Work Program
for 2021. Compared to last years’ Annual Work
Program, there is significant increase in audited
public expenditure of certain type of entities that
have an effect on the total increase of audited
public expenditure as follows:

-> Central Budget of the Republic of North
Macedonia, 67.000 million denars, which is
6 times more than last year;

- budgets of local self-government units,
8.700 million denars, which is 4 times more
than last year;

-> beneficiaries of Health Insurance Fund
budget, 241 million denars, which is one
third more than last year; and

-> regular operation of political parties and
election campaign participants - Local
Elections 2021, 440 million denars, almost
2.5 times more than last year.
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AUDITED PUBLIC REVENUE
AND PUBLIC EXPENDITURE

TOTAL 411.508 MILLION DENARS audited public revenue and 284.839 MILLION
DENARS audited public expenditure in line with SAQ Annual Work Program for 2022

Central Budget of
the Republic of North
Macedonia

Budgets
of Funds

Budgets of local
self-government units

Health Insurance
Fund budget users

Political parties

Public enterprises

Other institutions /Legal entities
in which the state is dominant
shareholder

Audited public revenue
with performance audit

Audited public
revenue with
compliance audit

B 2022 Annual work program

Audited public revenue

227343 NG
217,686

123.039 N
121.805

125151
3.393

1.045
782

766
397

1.659 |
1.744

8134 |
13.939

35.322 1
94.878

1.685 |
57.299

2021 Annual work program

Audited public expenditure

I 79.547
12.693

I 115742
115.718

H 11536
2.829

11.014
773

| 734
294

11709
1.953

I 7958
15.220

I 63.063
79.558

| 3.236
7.022

in 000.000 denars



The scope of audited expenditure of the Budget of
the Republic of North Macedonia for 2021 is 82%,
which is 2% more than last year. The structure of
audited expenditure includes expenditure covered
with regularity audit in the amount of 197.337 million
denars, i.e. 77%, expenditure covered with perfor-
mance audit in line with Annual Work Programs for
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2021and 2022 in the amount of 11.620 million denars,
i.e. 4%, and expenditure covered with compliance
audit in the amount of 2423 million denars, i.e. 1%.

Compared to the Annual Work Program for 2021,
there is an increase in the scope of audited expen-
diture of the budgets of local self-government units
of 31%, compared to last year's 9%.

SCOPE OF AUDITED BUDGET EXPENDITURE

Audited expenditure per budget Executed

type (in million denars)

budget for 2021

Audited Share in %

Expenditure of the Budget of the
Republic of North Macedonia for
2021

(Final account of the Budget of
the Republic of North Macedonia
for 2021, Official Gazette of the
Republic of North Macedonia
250/2022)

256.906

211405 82

Budgets of Local
Self-Government Units

36.936

11.536 3
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AUDIT RECOMMENDATIONS
AND IMPLEMENTATION

In line with the State Audit Law, the legal
representative of the auditee is obliged to inform
SAQ and the authority responsible for supervision
and control of auditee’s operation on the measures
taken upon findings and recommendations in
audit reports within 90 days of the date of receipt

2022

of the final audit report. SAO 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.

175

AUDIT

RECOMMENDATIONS

39 0 RECOMMENDATIONS FOR WHICH
|

90 DAYS' FEEDBACK DEADLINE HAS

EXPIRED

e

3 8 5 RECOMMENDATIONS FOR WHICH 90
|

DAYS' FEEDBACK DEADLINE HAS NOT
EXPIRED

RECOMMENDATIONS FOR WHICH 90 DAYS'
FEEDBACK DEADLINE HAS EXPIRED WITHOUT

VERIFIED STATUS

80%

LY ot implemented

292

recommendations

ACTING UPON AUDIT  RECOMMENDATIONS
RECOMMENDATIONS WITH VERIFIED
STATUS

234 MEASURES TAKEN UPON
RECOMMENDATIONS

14 not applicable
recommendations



2021

654 654 RECOMMENDATIONS FOR WHICH
u 90 DAYS' FEEDBACK DEADLINE HAS
AUDIT EXPIRED
RECOMMENDATIONS

81% 608 _ 4 RECOMMENDATIONS FOR WHICH

90 DAYS' FEEDBACK DEADLINE HAS
ACTING UPON AUDIT RECOMMENDATIONS EXPIRED WITHOUT VERIFIED STATUS
RECOMMENDATIONS WITH VERIFIED
STATUS

491 M1 not implemented

recommendations
EEEEEE

MEASURES
TAKEN UPON

RECOMMENDATIONS 6 not applicable.
recommendations

2020
604 - 604 RECOMMENDATIONS FOR WHICH

90 DAYS' FEEDBACK DEADLINE

AuDIT HAS EXPIRED
RECOMMENDATIONS

0 RECOMMENDATIONS FOR WHICH
81/0 5"‘2 90 DAYS' FEEDBACK DEADLINE
ACTING UPON AUDIT RECOMMENDATIONS HAS EXPIRED WITHOUT VERIFIED

RECOMMENDATIONS WITH VERIFIED STATUS
STATUS

90 not implemented
recommendations

439 MEASURES TAKEN UPON

RECOMMENDATIONS 13 not applicable
recommendations
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AUDIT
ADDED VALUE

SAQ Annual Work Program for 2022 defines priority
activities aimed at achieving objectives and work
tasks i.e. SAQ strategic objectives.

The activities taken forachieving 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 public on identified shortcomings in final audit
reports.

Key results of SAQ operation in 2022 are visible
through the following:

-> support to the Assembly of the Republic
of North Macedonia 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;

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 Republic
of North Macedonia 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.



KEY RESULTS
OF STATE AUDIT
OFFICE OPERATION

106.200.612

Total assets/liabilities

1464468

Unpaid / less paid /
public duties / fees
in the Budget of the
Republic of North
Macedonia

441.862

Unpaid / less
paid fees in
the budgets
of audited
municipalities

2.341.039

lllegal use of
funds

6.089138

Total amount
of public
procurements

2.953.311

Scope of
audited public
procurements

986.970

Total amount
of identified
irregularities
in public
procurements

)

139.337

Completed
procurements without
public procurement
procedure

602.006

Corrective
entries in
Balance
Sheets

9.716.228

Identified
shartcomings that
affect auditee's
activity and capital
investments

246.000

Canceled /
lost grants

6.303.750

Delayed investments
/ termination of
investment grants
(approved but
undrawn loans/
credits/grants)

32.700

Commitment fee
on undrawn credit
lines/loans

in 000 denars



101

Annual report on
performed audits
and operation of
THE STATE
AUDIT OFFICE
for 2022

2021 BUDGET OF THE

REPUBLIC OF NORTH MACEDONIA

5.21. 2021 CORE BUDGET OF THE
REPUBLIC OF NORTH MACEDONIA

Public funds management serves as basis for
implementation of the national policy aimed at
ensuring higher economic growth and improving
quality of the life of citizens.

Ministry of Finance, as one of the key holders of the
process of preparation, adoption, management and
execution of the State Budget through medium-
term planning, focusses its activities on ensuring
financial and macroeconomic stability and fiscal
sustainability.

The fiscal strategy is an important strategic
document that defines the most important
objectivesand policies foraction, as wellas medium-
term macroeconomic and fiscal projections
for creating the link between defined strategic
priorities and available sources of financing, i.e. the
Budget. Concurrently, the guidelines and policies
contained in the fiscal strategy represent basis for
medium-term projections of public revenue and
expenditure aimed at strengthened fiscal discipline
and appropriate distribution of available funds in
accordance with strategic priorities.

During preparation and adoption of the Budget
of the Republic of North Macedonia for 2021,
the prescribed deadlines for key activities and
for adoption of main planning documents were
observed. The Decision on identifying strategic
priorities of the Government of the Republic of
North Macedonia in 2021 was prepared with a delay
of four months.

We ascertained the need of strengthening activities
for completing budget requests from budget users
with strategic plans for effecting an integrated
process of planning and budgeting, harmonizing
with strategic Government objectives, improving
the quality of the Budget planning process and
achieving higher degree of realization of strategic
priorities.

[tisimportanttointensify the process of harmonizing
proposals of budget requests of the Ministry of
Finance with the Heads of budget beneficiaries to
minimize the risk of planned funds not reflecting
the real needs of budget beneficiaries. At the same
time the Government of the Republic of North
Macedonia will be informed about the reasons for
non-compliance of requested and approved funds
for the budget beneficiaries.

The Core Budget of the Republic of North Macedonia
for 2021 (account 637) was adopted in the amount
of 196.528.061.000 denars, which is a decrease of
3.78% compared to 2020.

The realization of revenue for the period January-
June 2021, as well as the need of providing funds
for implementation of activities foreseen by the
fifth and sixth set of measures for dealing with the
consequences caused by Covid -19 pandemic, had
an impact on the initial projections of revenue and
expenditure of the Budget of the Republic of North
Macedonia for 2021, i.e. its increase to 215 billion
denars, which is around 9% more than the originally
planned budget.
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Similar to previous years, the funds allocated from 2105.398.000 denars were approved, which is 0.3%
the Budget for 2021 for financing the Judiciary did of GDP and is 60% lower than the legally prescribed

not reach the legally prescribed percentage, i.e. limit.
LEGALLY PROVIDED
AND APPROVED
e FUNDS FOR THE
enars
JUDICIARY FOR 2021
o
o
oo
\'l'.
M
N ©
=) =
2 o
= S
o o~
legal maximum budget budget total
amount  expenditure  request (637) budget
amount

(637)
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The approved funds for the Public Prosecutor's
Office in the amount of 574.361.000 denars represent
018% of the Budget of the Republic of North
Macedonia for 2021, although in line with the Law on
the Public Prosecutor's Office the amount of funds
for the operation of the Public Prosecutor's Office
should amount at least 04% of the State Budget, if

this does not violate the fair distribution of budget
funds, which is under 50% of the legally prescribed
limit. We ascertained that for the adopted Budget
for 2021 there is no document for the agreement
reached on the approved funds or a report on the
reasons behind the discrepancy between requested
and approved funds.

LEGALLY PROVIDED
AND APPROVED
FUNDS FOR
THE PUBLIC
in 000 '
ikssll | PROSECUTOR'S
OFFICE FOR 2021
1.248.500
971.792
571.200
legal maximum budget  budget with total
amount  expenditure  request rebalancing and budget
amount decisionon  (forall
(637) redistribution  accounts]

(637)




Budget deficit in 2021 is 54% of GDP and it is more
than the projected 3.2% in the Fiscal Strategy for
2021-2023, i.e. 0.5% above the projected percentage
of 4.9% in the revised Fiscal Strategy for 2021-2025,
as a result of the unpredictability and risks related
to the duration of the pandemic on a global level,
the implications on the economy in unpredictable
conditions, as well as the implemented packages of
economic measures.

SHARE OF
BUDGET DEFICIT
IN GDP
(2011-2021)
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Macroeconomic indicators point out that despite
the reduction of the Budget deficit by 2.8% in
2021 compared to 2020, the impact of the health-
economic crisis still keeps the deficit at higher
level compared to previous years, as shown in the
following graph:

104

8.20%
®
®
4.20% 540%
3.80% ®
e © ®
3.80% 270%
o 3.50% P
2.50% 2.70% o ©
1.80% 2%
20M 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021




105

Annual report on
performed audits
and operation of
THE STATE
AUDIT OFFICE
for 2022

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 liquidity of
the Budget. In 2021, financing deficit and debt
repayments was ensured through foreign and
domestic borrowing.

Total revenue and inflows in 2021 were realized in
the amount of 226.628.817.000 denars, i.e. 5% more
compared to 2020. The increase is mostly due to the
increase in transfers and donations by 67%, non-
tax revenue by 47%, tax revenue by 18% and capital
revenue by 5%. Compared to 2020, the revenue from

2021
STRUCTURE
OF TAX REVENUES

1.31%

19.61%

loan repayments has decreased by 43%, domestic
borrowing by 36% and foreign borrowing by 2%.

In 2021, tax revenues under jurisdiction of the
Customs Administration and the Public Revenue
Office account for 54% in the Core Budget of the
Republic of North Macedonia, thus representing the
most significant revenues for financing planned
expenditure for Budget users for the current year.
Compared to 2020, the realization is 18% higher as
a result of the increase in all types of tax revenues.

The share of individual taxes and duties in tax
revenues in the Basic Budget in 2021is shown in the
following graph:

0.01%
0.02% 10.50%

16.73%

8.85%

I Personal income tax
Profit tax
M Value Added Tax

Excise duties
I Motor vehicle tax
M other import duties and taxes M Permits for activity

M 0ne-off separate fees
B Municipal taxes




Value added tax (VAT) is the most significant item
in the total tax revenues of the Core Budget for
2021 with a share of 47%, realized in net amount of
58193.877.000 denars, which is an increase of 24%
compared to 2020. In 2021, VAT was paid in gross
amount of 89465.591.000 denars, of which the
Public Revenue Office refunded taxpayers in the
amount of 31.271.714.000 denars. Biggest revenue is
from VAT collected on import of goods (72%), while
the share of VAT collected from national turnover
is 28%.

2021

EXCISE AND
MOTOR VEHICLE
TAX IN THE
CORE BUDGET
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With regard to tax revenues, under the competence
of the Customs Administration, we found that in 2021
excise duties and motor vehicle tax were collected
in the amount of 24.085.708.000 denars in the Core
Budget of the Republic of North Macedonia, which
is 9% more compared to 2020.

The share of excise duties on excise goods and tax
on motor vehicles is shown in the following graph:

2.632

1.603470

10.654.835

986.354
Rl

10.838417

excise on alcohol and alcoholic beverages
M excise on tobacco products
excise on energy and electricity

M motor vehicle tax
M interest on late payment of excise
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One of the main competences of the Customs
Administration is implementation of customs and
excise controlin line with the Annual Plan for Control
of Trade Companies. The controls performed in 2021
covered 2.5% of all trade companies that are subject
to control. Insufficient HR resources significantly
affect the functioning of the unit for trade company
control and the number of performed controls.

Regarding the information systems of the Customs
Administration, we found that the integrated
software for controls and investigations is not
used. The software connection and insight into
VAT returns of trade companies, which are part of
Public Revenue Office system, have not been set
up. Activities are underway for system connection
of the Department of Control and Investigations
with the Public Revenue Office and other
competent authorities, which should contribute
to strengthening supervision, better efficiency of
controls, better tax discipline of taxpayers, and thus
to increased revenue in the State Budget.

For increasing collection of public duties,
auditors continuously give recommendations for
analyzing the need of adequate strengthening
and deployment of human resources of the Public
Revenue Office and the Customs Administration,
particularly for increasing the number of inspectors
and controllers. It would help implement larger
number of controls, and thus it would increase of
the revenue of the Budget of the Republic of North
Macedonia.

Inflows from borrowing in 2021 comprise 36% of the
total revenue of the Core Budget for 2021.

The total inflows from external borrowing in 2021
amount to approximately 57561.838.000 denars
and it is slightly lower than in 2020. Of these,
42509.336.000 denars or 74% are inflows from
issued state securities on the international capital
market - Eurobond of the Republic of North
Macedonia.

Concerning the domestic securities market, in
2021, domestic borrowing inflows amount to
23136.066.000 denars, which is 46% less than in 2020,
due to the fact that in 2021 there was no borrowing
with short-term loans from domestic banks. Less
inflow was realized from issued government bonds.

Total expenditure and outflows of the Core Budget
of the Republic of North Macedonia in 2021 amount
to approximately 211444.856.000 denars, ie., 5%
more than in 2020. In the structure of expenditure
and outflows of the Core Budget of the Republic of
North Macedonia in 2021, the largest share of 20% is
the principal repayment, current transfers to extra-
budgetary funds 19%, expenditure for salaries, rents
and benefits 14% and subsidies and transfers 13%.

The share of individual types of expenditure and
other outflows in relation to the total expenditure
and outflows in the Core Budget of the Republic of
North Macedonia for 2021 is shown in the following
graph:
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13.80%

011%

18.81%

10.03%

4.30%

Salaries, rents and allowances
. Reserves and undefined expenditure
. Goods and services
. Current transfers to extra-budgetary funds
. Current transfers to LSGUs

. Interest payments

. Subsidies and transfers
. Sacial benefits

. Capital expenditure

Repayment of principal

Concerning different categories of expenditure
and outflows, we found that the most significant
increase is in capital expenditure by 50.55%, of
which the largest share is payment of guarantees
for external debt, in reserves and undefined
expenditure by 38.68%, which in 2021 were also

used for providing additional electricity to deal with
the crisis in the supply of electricity, as well as in
expenditure on goods and services by 31.65% more
than in 2020. Decrease of only 746% was observed in
expenditure for subsidies and transfers.
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During 2021, 32.050.386.000 denars were transferred
to the Pension and Disability Insurance Fund, of
which 30.581 million denars were used for payment
of pensions.

With the audit, we found that the share of funds
from the Core Budget of the Republic of North
Macedonia for covering the current deficit of PDI
Fund in 2021 is 29% and compared to 2020 it has
increased by 3%, which points to the need for
continuous financial support of the PDI Fund for
payment of pensions with funds from the Budget.

Subsidies amounting to 21.217.649.000 denars were
realized as current transfers to LSGUs through the
competent ministries, which represent 10% of the
total expenditure of the Core Budget in 2021.

Block subsidies have the largest share in the
transfers i.e. 88% of the total paid funds to LSGUs,
VAT subsidies participate with 11%, and the share of
earmarked subsidies is 2%.

Expenditures for subsidies and transfers amount to
28.292.568.000 denars, with the largest share being
the expenditures for various transfers (89%), of
which 35% refer to expenditures from P1 program -
Measures for dealing with Covid -19 crisis.

Capital expenditures in 2021 amount to
16.802.886.000 denars and they have increased by
51% compared to 2020. At the same time, 40% are

expenditures for payment of guarantees, of which
86% refer to the payment of external debt for PE
for National Roads for construction of the highway
section "Miladinovci-Stip” and the section "Kicevo-
Ohrid", 12% for JSC Railways of the Republic of North
Macedonia Transport - Skopje for the Project for
the procurement of new traction vehicles and 3%
for the Project for railway reforms.

Funds that were not used for capital expenditures
by Budget users amounting to over 1.270.614.000
denars were redistributed primarily for P1 program
- Measures for dealing with Covid -19 crisis and
for overcoming the crisis with electricity in the
Republic of North Macedonia.

On 31 December 2021, the public debt amounted to
7135,3 million euros, i.e. it has increased in absolute
amount by 652 million euros, i.e. by 10% compared
to 2020. Despite the increase of the public debt
as an absolute amount, the state of public debt in
relation to GDP on 31 December 2021 is 60.8% and
is 016% lower than in 2020, due to a 5% drop in GDP.

The national debt on 31 December 2021 is 51.8%
of GDP and there are no significant differences
compared to 2020 when it was 51.9% of GDP.

According to data from the Ministry of Finance, the
share of national and public debt in GDP for the
period 2011-2021 is shown in the following graph:
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To ensure and maintain transparency and
accountability and strengthen responsibility in
public funds management, state government
bodies, LSGUs, institutions that perform activities of
public interest, public enterprises, trade companies,
institutes, agencies, funds and other legal entities
whose founder is the Republic of North Macedonia
or the LSGU, have an obligation to report on the
obligations taken for recording thereof in the
Electronic system for reporting and recording
obligations, which is managed and maintained by
the Ministry of Finance.

Out of 1.382 entities, as of December 2021, 1063
entities have submitted data for due and unpaid
obligations in the amount of 24159.958.000 denars,
i.e. 391.571.000 euros, which is 36% more than in
2020. The largest share are obligations of public
healthcare institutions (46%) and municipalities
(18%).

Regarding financial instability of municipalities in
2021, there are no significant changes compared
to the previous period. We found that in December
2021, out of 81 municipalities, 12 municipalities in
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the Republic of North Macedonia operate with a
blocked account. We also found that despite the
legal obligation, no decision for declaring financial
instability has been submitted to the Ministry of
Finance by the mayors, and thus the Ministry has
not established coordination body for overcoming
financial instability of these municipalities. This
state of play allows municipalities to generate
new obligations on various grounds and start
new capital projects, which may deteriorate their
liquidity and the overall financial situation in the
future as well as it may create additional need for
allocation of funds from the Budget of the Republic
of North Macedonia as financial support that would
additionally burden the Budget.

1 PARTNERSHIPS
FOR THE GOALS

&

5.2.2. PROCESS OF OBTAINING AND USING
FUNDS FROM WESTERN BALKANS
INVESTMENT FRAMEWORK (WBIF)

We carried out performance audit on the topic
"Process of obtaining and using funds from the
Western Balkans Investment Framework (WBIF)'
and covered the period of applications for technical
assistance and investment grants through WBIF
in IPA Il period (2014-2020). The preparedness
of the system for efficient use of funds in IPA
Il period (2021-2027) was also analyzed, due to
the importance of WBIF as a mechanism for
implementing EU Economic and Investment Plan
for the Western Balkans (2021-2027).

The main audit question was: "Has an efficient
and effective system for obtaining funds from
the Western Balkans Investment Framework been
designed?”

To answer the main question, we identified
additional specific questions:

- Was efficient system for obtaining funds
through WBIF created in the period 2014-
2020 (IPA 11)?

- Was effective process established for
selection of projects for application to the
calls for funding through WBIF?

- Were opportunities for obtaining grants
through WBIF effectively used? and

- Is the system ready to absorb funds for
co-financing of projects foreseen in the
Economic and Investment Plan for the
Western Balkans in the IPA Il program
period (2021-2027)?

The audit covered activities, measures and results
achieved inthe process of identifying, programming,
prioritizing and applying with strategic projects for
technical assistance and investment grant through
WBIF, which is coordinated through the Secretariat
for European Affairs in the role of National IPA
Coordinator (NIPAK) and the Technical Secretariat
of NIPAK, the activities of the National Investment
Committee, which has an advisory role, and the
activities of the Government of the Republic of
North Macedonia, which adopts the Single List of
Projects and approves applications for technical
assistance and investment grants.



With the performed audit, we determined that the
Republic of North Macedonia has founded a National
Investment Committee and a Single List of Projects,
as requirements for obtaining funds through the
WBIF. Since 2009, when WBIF was introduced, the
Republic of North Macedonia has applied to twenty-
eight calls for technical assistance, and when the
process of awarding investment grants began in
2015, to seven calls for investment grants.

According to data published on WBIF website®, the
Republic of North Macedonia has been allocated
funds for regional strategic projects in the field of
transport, energy, environment and social affairs
in the amount of 2.6 billion euros. These projects
are financed with loans from official creditors
amounting to 892 million euros and grants through
WBIF amounting to 421.8 million euros, of which391.9
million euros are investment grants and 29.9 million
euros are technical assistance.

We found that the system for obtaining and using
funds through WBIF is not adequately designed
due to absence of complete legal and institutional
framework for setting up a single list of projects
with clear competences of the authorities and
bodies for defining individual lists by sectors, in line
with WBIF methodology.
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There is no prescribed procedure for the application
process. However, the competent institutions
carry out activities to fulfill the requirements for
application. Namely, for all projects, positive opinion
should be received from the line ministries and the
Ministry of Finance that the project is part of the
sector strategies and the Single List of Projects.
The Ministry of Finance also submits a letter for
borrowing negotiations with international financial
institutions. In addition, for each project, application
approval should be obtained from the Government
of the Republic of North Macedonia. Although these
activities are carried out, the audit ascertained
that efficient system for selection, priaritization,
evaluation and ranking of project applications
is not completely designed, and there is a risk of
selecting projects that are not “mature” and are not
strategically most important.

We ascertained change in the policy for financing
strategic projects with other sources, not with loans
from official international financial institutions, the
effect of which is canceling technical assistance
grants in the amount of 4 million euros. This also
has an effect on the efficiency and effectiveness
of the use of WBIF funds due to missed opportunity
for co-financing projects with loans and investment
grants.

15 https://www.whbif.eu/beneficiaries/north-macedonia
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Twelve strategic projects in the field of transport,
energy and environment are currently being
implemented, for which investment grants of 385
million euros have been approved. For most of
the projects, the investment has not started, the
grant agreements have not been signed and there
is a standstill in relation to the planned dynamics,
ascertained in IFICO® monthly monitoring reports
for our country.

APPROVED
INVESTMENT
GRANTS

a Total amount

I%‘\ of WBIF approved

investment grants
(392 million EUR)
and

technical assistance
(29 million EUR)
amounts to

421 million EUR

Ongoing 12 investment
grants in the amount of
385 million EUR

3 have serious delay
102.5 million EUR

4 are on a critical
overrun path

: 445 million EUR

é 5 have regular [x |

:  implementation =
dynamics —
238 million EUR :

16 IFI Coordination office



IDENTIFIED RISKS
OF LOSING APPROVED
WBIF GRANTS

STATUS

PROJECT USER
Energy interconnection Albania-North
v . JSC MEPSO
Macedonia Il
Railway interconnection, section PE RNM
Beljakovce-Kriva Palanka, Phase I Railways
Road interconnection, sub-section Bukojcani- ~ PE National
Kicevo Roads
Road interconnection, section Kriva Palanka PE National
- Deve Bair Roads
Gas interconnection North Macedonia -
| | ! JSC MER
Greece
Railway interconnection - border crossing
MoTC
Tabanovce
Highway interconnection PE National
Blace-Skopje (Stenkovec interchange) Roads
Rehabilitation of physical education MoES
structures in primary and high schools
PE Water suppl
Wastewater treatment plant Skopje PRl
and sewage
Solar photovoltaic power plant Oslome;j | JSC ESM
Solar photovoltaic power plant Oslomej Il
.p P P : JSC ESM
and Bitola
Railway interconnection, section PE RNM
Kriva Palanka - Bulgarian border Railways

o standstill ° slow dynamics

S
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APPROVED
GRANT IN EUR

12.000.000

71.558.824

20.248.000

2.520400

12.724.000

2.765.227

26.578.396

3.069.000

72.740.391

1.595.109

5161408

155.562.188
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As presented in the infographic, out of 12 investment
grants in the amount of 385 million euros, until
the day of reporting on the audit, three are at a
standstill amounting to 102.5 million euros.

At the end of July 2022, within the sixth investment
call EU has approved the first projects for
implementation of the EU Economic and Investment

APPROVED FUNDS
OF THE SIXTH
CALL FOR WBIF
INVESTMENT
GRANTS

Plan for the Western Balkans. The Republic of North
Macedonia applied and received support for all four
investment projects.

After this call, 40% of funds approved for the
Western Balkans are for projects in the Republic of
North Macedonia - shown in the graph below.

M Montenegro M serbia M Albania

North Macedonia ¥ Bosnia and Herzegovina M Kosovo
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With this call, four investment grants were approved, as shown in the graph below.

APPROVED INVESTMENT
GRANTS FOR PROJECTS
OF THE SIXTH CALL FOR
INVESTMENT GRANTS

Solar photovoltaic power
plant Oslome; |

Solar phatovoltaic power plant
Oslome;j Il and Bitola

Wastewater treatment
plant Skopje

Railway interconnection, section Kriva

1.595109
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Palanka - Bulgarian border _ 155.562.188

Although significant funds have been approved so
far, the system is not fully prepared to absorb funds
for co-financing strategic projects.

The audit concluded that due to the new
requirements of IPA Il program, for more efficient
absorption of funds in the new program period,
an obligation is imposed to design an efficient
system for project programming, i.e. strategic and
‘mature” projects aligned with the EU Economic
and Investment Plan for Western Balkans, to have
efficient selection of projects for application and
consistency of policies for financing projects of
regional significance.

The above conclusions indicate that competent
institutions have taken measures and activities to
obtain funds for co-financing of regional strategic
projects that meet the requirements for WBIF
financing. The system is not yet fully prepared
for bigger absorption of funds, i.e., efficient and
effective use thereof.

In the coming period, the system for obtaining
funds through WBIF should be defined with an
appropriate legal and institutional framework and
a well-organized system of competent institutions
and bodies, as well as it is necessary to have project
revision in the Single List of Projects according to
strategic importance and "maturity”.



117

Annual report on
performed audits
and operation of

THE STATE
AUDIT OFFICE
for 2022

5.2.3. MINISTRY OF FINANCE

7 N
[ [1] oL

SAQ audited the financial statements
of the Ministry of Finance together with
compliance audit for 2021 as well as audit
of the financial statement together with
compliance audit of the Ministry of Finance
- State Functions for 2021.

With the audit of the Ministry of Finance, we found
that for efficient management of the property at
its disposal, the Ministry should provide complete
and accurate data on ownership, right of use and
value of the property. The Ministry should also
provide title deeds for some of the real estate at its
disposal, as well as to determine the value and to
record the same in the accounting records.

In relation to the implementation of Ministry's
competences related to the annual inventory of
assets and liabilities, it was ascertained that the
inventory is not complete and has not been carried
out in full in line with the relevant acts.

SAO gave recommendations regarding the
implementation of public procurement procedures
intended for full compliance with the provisions
of the Law on Public Procurement, and the
implementation of these audit recommendations
will ensure increased transparency and competition
between economic operators.

In the paragraph Emphasis of Matter, we pointed to
several issues, including ongoing court proceedings
that may have an impact on the Ministry's future
financial flows.

We also audited the financial statement of the
Ministry of Finance - State Functions together
with compliance audit. It was ascertained that the
Ministry of Finance has paid the Agency for Audio
and Audio-Visual Media Services to monitor 2021
Elections, although the Law on implementation
of the Budget for 2021 does not foresee that the
specified activities will be paid through the Ministry
of Finance - State Functions.

In the paragraph Emphasis of Matter, we pointed
out the state of affairs in relation to the Report of
the European Anti-Fraud Office (OLAF) from 2019
on the control/investigation of activities carried
out with IPA funds, where funds in the amount
of 108.229.000 denars, i.e. 1.754.000 euros were
returned to the European Commission from the
State Functions section. The Ministry of Finance has
taken action to notify the Basic Public Prosecutor's
Office Prosecuting Organized Crime and Corruption
and the State Attorney of the Republic of North
Macedonia to start procedures for return of
the funds in the State Budget. This procedure is
ongoing.



5.24. CUSTOMS ADMINISTRATION OF THE
REPUBLIC OF NORTH MACEDONIA

Customs Administration carries out customs
supervision and customs control, customs
clearance of goods, undertakes investigative and
intelligence measures to prevent, detect and
investigate customs offenses and crimes, detect
and investigate crimes and other matters in the
field of customs operations. One of the main
responsibilities of the Customs Administration is
to calculate and collect export and import duties,
taxes and other public duties and fees from import,
export or transit of goods. Duties administered by
the Customs Administration are customs, import
VAT, excises and fees.

We audited the financial statements together with
compliance audit of the Customs Administration
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of the Republic of North Macedonia for 2021 for
the core budget accounts and the self-financing
activities account.

For implementation of competences related to
the annual inventory of assets and liabilities, we
gave recommendations for obtaining data on the
land market value for the purpose of adjusting and
recording in the ledger, as well as for setting up
complete records for part of the supplies.

We analyzed unpaid claims of decisions issued
for additional collection of customs and customs
duties, adopted in an administrative procedure,
where we found that the claims originate from
1999. As of 31 December 2022, the claims amount to
3.518482.000 denars, of which 99% are claims from
legal entities.

Republic of Narth Macedania
Ministry of Finance
-/ CUSTOMS ADMINISTRATION

Customs  Administration
is a state administration
body within the Ministry of
Finance with capacity of
a legal entity, established
and organized in line
with the provisions of
the Law on Customs
Administration.
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in 000 denars

Outstanding decisions for legal entities from 01 January 1999 to 31 December 2022

Amount of Number of
Number of . .
No. Status outstanding outstanding
bonds .. ..
decisions decisions
1 67 active 575.950 2.547
2 17 liquidation 159.245 75
3 83 bankruptcy 232.683 641
4 561 deleted 2458 559 3498
5 6 inactive 24.818 65
§ 12 non-migrated 12.829 35
7 2 before bankruptcy 48,559 26

5
3.512.643 1126

Considering that most of the legal entities have been
deleted from the Central Register, are bankrupt
or liquidated, and collection is not possible, we
ascertained that for providing objective and quality
information on the amount of funds as expected
revenue in the Budget of the Republic of North
Macedonia, the competent authorities need to
act to provide reliable and objective data in the
financial statements.

Activities for the above claims are regulated by law.
Therefore, we emphasize the need of intensifying
cooperation and coordination of Customs
Administration and Ministry of Finance for adoption
of by-law, for regulating the manner of dealing with
outdated claims.



5.2.5. GOVERNMENT OF THE
REPUBLIC OF NORTH MACEDONIA

The Government of the Republic of North Macedonia,
as the holder of the executive power, carries
out tasks under its competence independently,
within the frames of the Constitution, laws and
ratified international agreements, and based on
the principles of transparency, efficiency and
protection of human rights and freedom.

The General Secretariat is set up as the
professional service of the Government that
provides coordination and professional support
for the needs of the Government, the President
of the Government, his deputies, as well as the
members of the Government in the exercise of their
competences.

With the audit of the financial statements together
with compliance audit of the Government of the
Republic of North Macedonia of the core budget
account for 2021, we found that separate acts
for internal organization and systematization of
job positions were adopted for the Office of the
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President of the Government and the General
Secretariat of the Government, although the
General Secretariat, as an expert service of the
Government and the Government represent one
state body.

Concerning the amount of 71129.000 denars paid for
contributions for mandatory social insurance for a
joint-stock company, we found that documentation
was not submitted to verify that the company's
share capital was increased, there is no document
for registration of the state as the owner of the
shares and the shares are not recorded in the
Government ledger.

For the building where the Government carries out
current activities, there is no document for the
right-of-use.

In relation to the implementation of the

competences related to the annual inventory of
assets and liabilities, we found that the report on
the inventory of assets, claims and liabilities for
2021 was not adopted by the Secretary General and
inventory reconciliation was not carried out.
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There are records for procured software and
licenses in the amount of 576.514.000 denars. Some
software and licenses are used in several public
administration institutions, for some the auditors
did not obtain documentation that they are used
by the Government or given to another institutions
for use, and for some was initiated investigative
procedure.

Within the Government budget / financial plan
for 2021, funds are provided for implementation
of several sub-programs within government
programs.

Regarding the implementation of activities of
Subprogram D-8 - Promotion of local and regional
competitiveness in the field of tourism, as part of the
Project for Local and Regional Competitiveness, the
payment to suppliers is made from the Government
budget in the amount of 58.555.000 denars. We
found that the Government does not have complete
information about the use of the funds as planned
in the program, and no data whether structures
and equipment are recorded as state property by
the end users.

Only 30% of the planned 80.000.000 denars
for implementation of Sub-program C4 - Air
Pollution Reduction Program have been used,
due to insufficient number of applications by
the municipalities. Distribution is carried out by
a committee with representatives from several

institutions, and the criteria and points for
selection of projects are determined by the General
Secretariat in public calls.

Through the Government  Sub-program  P1
- Measures for dealing with Covid-19 crisis,
6.097.000.000 denars were paid without criteria set
for selection of institutions and amount of approved
non-refundable funds. 33% of funds' recipients
have not submitted report to the Government
on the implemented activities in the amount of
2.000.000.000 denars, i.e., 32.5 million euros.

The budget of the Government of the Republic of
North Macedonia for the period 2018-2022 and the
share of P1 program Measures for dealing with
Covid-19 crisis is presented in the following graph.



MEASURES FOR
DEALING WITH
COVID-19 CRISIS
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denars
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With the performed analysis, we found that the
budget in 2021 compared to 2018 has increased by
five times as a result of the introduction of the P1
Program. The participation of this Program in the
total implementation of Government's budget is
over 75%.

We point out that in accordance with the Annual
Work Program for 2021, SAQO has carried out
three performance audits on the efficiency of
Government economic measures for dealing with

Covid-19 crisis, which covered the funds paid for
financial support from the Budget of the Republic
of North Macedonia through the Government's P1
Program.

Acting on the audit recommendations, entities that
did not fulfill their contractual obligations made
return of funds from P1 Program to the Budget
of the Republic of North Macedonia amounting to
293.802.000 denars, i.e. 4.8 million euros, as of 26
January 2023.
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Regarding the implementation of public
procurement procedures, we found inconsistencies
in some of them in the way of planning,
implementation and implementation. For some of
the procedures for public procurement, procedures
have been initiated before competent authorities.

In the paragraph Emphasis of matter, we disclose
shortcomings that refer to funds paid for hiring law
firms for representation in arbitration proceedings
arising from concluded or ratified international
agreements of the Republic of North Macedonia.

DISBURSEMENTS
FOR LEGAL SERVICES
FOR ARBITRATION
PROCEEDINGS

2018 -2022

in 000

denars

271.798

In 2017, the Government established a Coordinating
Body for Monitoring Arbitration Procedures,
whose task is to provide coordinated approach for
activities related to resolution of disputes that are
or will be conducted before agreed international
arbitrations.

In the period from 2018 to 2022, five arbitration
proceedings were ongoing against the Republic of
North Macedonia, and for the legal services were
paid 959.917000 denars, i.e. 15.6 million euros, as
shown in the following graph:

235.072

176.228

2018 2019

2020

2021 2022




The Coordinating Body made analysis and
ascertained that if the country loses the disputes,
the total amount that would potentially have to be
paid is 82.267500.000 denars, i.e. 945 million euros
and 420 million dollars that will have implications on
the Budget of the Republic North Macedonia in the
coming years.

Therefore, we pointed out the need to determine
the reasons why arbitration proceedings were
initiated, and the competent authorities to take
appropriate action.

Annual report on
performed audits
and operation of
THE STATE
AUDIT OFFICE
for 2022

Within Government Program D9 - Financial support
of investments, in the period from 2018 to 2022,
3.524.067.000 denars or about 573 million euros
were paid as financial support for investments of
business entities that invest in the Republic of North
Macedonia, aimed at increasing competitiveness of
Macedonian economy and employment.

FINANCIAL
I | SUPPORTOF
In
Wieolll | INVESTMENTS

2018-2022

1408.327
791.553
716.305
2018 2019 2020 2021 2022

We paint out that it is foreseen the Minister of
Economy to adopt an act on the type, method and
scope of activities for monitoring and control of

realization of signed contracts. The act has not
been adopted until the day of reporting on the audit.
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CENSUS

5.31. 2021 CENSUS OF POPULATION,
HOUSEHOLDS AND DWELLINGS IN THE
REPUBLIC OF NORTH MACEDONIA

CENSUS X0/

The census, as an activity of high national
interest, is the most extensive statistical
operation in terms of the units that are
enumerated and the most massive in
terms of the number of participants in its
implementation as well as the size of the
budget for financing census activities.

The State Statistical Office, as the national
coordinator of the statistical system in the country,
from 05 September 2021 until 30 September
2021 conducted the ninth consecutive census
of population, households and dwellings in the
Republic of North Macedonia, as of 04 September
2021, at midnight.

The State Audit Office conducted compliance audit
on the topic “Census of population, households and
dwellings in the Republic of North Macedonia, 2021",
to conclude whether the procedure of preparation,
organization, implementation and publication of
census data was carried out in accordance with
the laws and by laws.

2021 Census was conducted during the health and
economic crisis caused by Covid-19 pandemic,
using a combined census method - administrative,
using data from pre-census database (a collection
of data from six state institutions) and field census,
in application software for input of census data on
portable computers (laptops).

With the audit, we ascertained the following
shortcomings in different areas:

Legal framework

The implementation of each census is regulated
by a separate Census Law. The Census Law was
adopted in January 2021, and provides for carrying
out the Census in April. With the amendments to the
Law, the Census was postponed until September
2021. We ascertained that it is a short period for
fulfillment of preparatory activities, which had an
impact on the implementation of the competences
of the State Statistical Office.

For unimpeded performance of Census activities,
as well as for facilitating the process of supervision
and control over the work of the Census participants,
we recommended adoption of a procedure for
clear and precise subsequent definition of the
entire procedure and necessary documentation



for the Census. Large number of internal acts were
adopted with prior approval by the director and
deputy director, but some acts were adopted with
prior approval only by the director.

Preparation and implementation
of 2021 Census

-> For enumeration of persons who, at the
time of the Census, serve in the Army
of the Republic of North Macedonia, the
persons serving measure of detention or
imprisonment, the persons in correctional
homes, as well as homeless persons, no
individual reports have been prepared.
These data are contained in the printed and
published Publication, that was available
after the completion of the Census.

- The pre-Census was carried out from 01
March 2021 until 15 March 2021. No evidence
was submitted to the auditors that after
the legal change of this period the pre-
Census was performed again in order to
confirm the accuracy and completeness
of data for this category of persons. The
Census data are part of the Publication and
were available after the completion of the
Census.

- The field enumeration was carried out in
application software with entry of census
data on portable computers (laptops) by 505
instructors and 4482 enumerators, whose
number was less than planned. In the last
three days of the Census, it was possible for
the persons who were not enumerated for
various reasons to be enumerated in the
premises of the Census commissions. This
method of enumeration is not provided for
in the Census Law.
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- Many problems arose during the

Census: low response of candidates for
enumerators and instructors, problems
with the application software, problems
with the Internet connection, and hacker
attacks that stopped the census for a
certain period.

Self-enumeration of citizens who are
temporary working or staying abroad
was conducted from 1 March 2021 until 30
September 2021. Although the software
application for the Census was procured
in 2019, no software application was
procured for self-enumeration. We found
that the procurement activities for the
application started on 25 February 2021 and
the procurement contract was signed on
28 February 2021. The software application
was free of charge, and the State Statistical
Office undertook to display the provider's
name in the application for promation,
indicating that it is a sponsorship, without
asking the Ministry of Justice for a Decision
for confirming the public interest of this
spansorship. We also found that the legal
entity that created the application is
managed by a person who was a member
of the Statistical Council from 25 May 2019
to 23 September 2020. This application is
not registered in the ledger of the State
Statistical Office.

Professional bodies, working groups
and other participants in the Census
implementation

—> Concerning the Census activities, expert

bodies and working groups were formed
for Census preparation, organization
and implementation. The Census Bureau,
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as a professional body, is regulated
in the Census Law, while the Census
Headquarters, as a professional body, was
set up with a Decision of the director. We
have ascertained that some competences
of both bodies are identical and some
members of the Headquarters are also
members of the working groups. Ten
working groups were formed to carry out
the professional tasks for the Census. We
found that there are employees who are
members of several working groups, and
state instructors who are also members of
the working bodies.

- Compensation in the amount of 191405.000

denars, i.e. about 31 million euros, was paid
to the participants in the Census, without

REALIZED
FUNDS
PER YEAR

in 000

8.673
—

precisely determining the number of
members of the working groups, as well
as the criteria and points for calculation
of compensations. Therefore, the reality
and objectivity of the compensations paid
cannot be confirmed.

Census funding

The financial plan for the Census was adopted in
March 2021 in the amount of 522.751.000 denars, i.e.
about 8.5 million euros.

The payment started in 2019 and over 40% of the
funds were paid during 2019 and 2020.

266.384

2019 2020

2021




479111.000 denars, i.e. about 7.9 million euros, were
spent for implementation of the Census. The
largest share of over 49% are expenditures for
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procurement of laptops and 40% for compensation
of participants for implementation of Census
activities.

SHARE OF
INDIVIDUAL
TYPES OF
EXPENDITURE
1.93%
043% | 0.04%
o, |111.93%
0.76% 5.67%
— A
49.29% 59.95%

M Promotion campaign for the Census
[ | Preparation of Census instruments
Census Application

Costs for training of state instructors and
regional commissions

I rees for Census activities
Equipment
M Material costs

M Unforeseen expenses
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-> The media campaign for the Census, which
informed the population about the goals
and significance of the Census, was carried
out with 40% more funds than planned.

Public procurement procedures
for the needs of 2021 Census

- For the needs of the Census, public

procurement contracts were signed and -> We gave recommendations on the
implemented in the amount of 237.905.000 ascertained state of play in relation to
denars, i.e. 3.9 million euros, which is 43% of public procurements and indicated the
the Financial Plan. need for full transparency of procedures

and enabling competition  between

- 5650 identical laptops were procured .
economic operators.

with a public procurement procedure for

199498.000 denars (around 3.2 million The Census results were published on 30 March 2022,
euros). We identified certaininconsistencies  six months after the completion of field activities.
in terms of the delivery deadline, method According to the Census data, the Republic of
and deadline of payment for the laptops, North Macedonia has 1.836.713 resident population,
quantitative and qualitative receipt of 598.632 households and 839.174 dwellings.

laptops and in signing contracts for

procurement of additional services. After

the completion of the Census activities,

most of the laptops were given to state

institutions that need IT equipment.

CENSUS
2021
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541.  PUBLIC ADMINISTRATION REFORM

Public sector institutions from have responsibility
to work towards achieving better value for citizens
and legal entities aimed at ensuring social and
economic development and prosperity of the
country.

According to the Methodology for accession of the
Republic of North Macedonia to the European Union,
public administration reform is included in the
negotiation process within Cluster - Fundamental
Values.

To contribute to this process, SAQ carried
out performance audit on the topic "Public
Administration Reform’, to answer the question
whether activities taken by the competent
institutions ensure efficient implementation of the
Public Administration Reform Strategy 2018- 2022,
and covered the period February 2018 to July 2022.
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Public administration reformis a continuous
process of reorganization of institutions
in the public sector and improvement of
administrative capacity thereof.

Concerning implemented activities of competent
institutions for creation of a functional public
administration that would provide quality services
and equal access for all citizens and legal
entities, in relation to the Normative conditions
for unimpeded realization of competences of the
public administration, we concluded the following:
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Deadlines for adoption of key laws for
implementation of public administration reforms
are continuously postponed. The procedure for
enacting the Law on Public Sector Employees, the
Law on administrative officers and the Law on
Senior Management Service was launched in 2019
and is still ongoing.

- The process of reorganization and

—> The revised action plan for implementation

of the Strategy was adopted, and changes
were made in 33% of planned activities;
new activities were defined; changes were
made in the implementation deadlines and
performance indicators; and the amount of
planned financial resources was reduced.

In terms of institutional capacities for fulfilling

optimization of the number of state
administration bodies is prolonged, for
the purpose of establishing coherent

Strategy objectives, we identified the need to
establish a stable mechanism for management and
coordination of all stakeholders in the process.

institutional structure, eliminating
overlapping competences of institutions
and ensuring effective lines of responsibility
and accountability.

PUBLIC ADMINISTRATION REFORM COUNCIL 2018/2022

e

Public Administration Reform Secretariat

O

€30
£ O

Public Administration Reform Strategy

Ministry of Information Society and Administration

Contact persons

Working groups
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- In terms of HR capacities for fulfilling

reform objectives, we ascertained frequent
changes, insufficient staffing, incomplete
implementation of competencies  of
bodies responsible for the reform process
and ineffective vertical and horizontal
coordination and communication of all
participants in the process.

Public Administration Reform Council, as
the highest palitical body for coordination
of reform activities has held only seven
meetings in four years, and from the last
one in July 2021 until the end of 2022, no
session was held. From 2018 until 2022,
six changes were made to the Council
composition, due to constant structural
changes in the Government.

Total planned funds for implementation of
Strategy measures amount to 1.802140.000
denars, i.e. around 30 million euros, and the
largest share of over 56% is provided by EU
funds and instruments;

We ascertained lack of transparency,
accountability and monitoring of spent
financial resources in the State Budget,
because apart from the Ministry of
Information Society and Administration,
other institutions have not opened separate
sub-program  within  the  Government
Program K - Public Administration Reform:
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With regard to the System for monitoring, evaluating
and reporting on reform activities, we found that
there is no systematic collection and processing
of data necessary for evaluating the degree of
implementation and efficiency of measures and
activities foreseen by the Strategy.

- Analysis and market research on the
amount of necessary financial resources
was not done for designing, implementing
and maintaining IT system for monitoring,
evaluating and reporting on the Strategy.

- Performance indicators for the Strategy
activities are not regularly updated, i.e. out
of 79 indicators, only 28 indicators were
measured in 2021 (only 35%).

- 0Out of 205 planned activities, only 106
activities were completed, which is 52%
realization.

Implementation of activities for the period February
2018 - December 2021 is shown in the following
graph:
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STATUS OF
PAR STRATEGY
ACTIVITIES

39%
o]

[ | Implemented activities

Delayed activities

Ongoing activities

- The Ministry of Information Society and
Administration has not set up systematized
records for each Strategy activity, and
biannual and annual reports do not contain
data on planned and realized funds;

- The fourth Annual Report from 2021 does
not contain complete financial overview but
an analysis for spent funds in the amount
of 1111.359.000 denars, i.e. around 18 million
euros, which represent 61% of the total
planned funds for the period 2018-2022.

Taking into account that functional public
administration is a prerequisite for transparent and
effective democratic governance, SAO has made
recommendations to the Government, the Ministry
of Information Society and Administration and the
bodies for coordination of activities for improving,
strengthening and creating efficient system of
planning, implementing, monitoring, evaluating and
reporting on the realization of activities of the new
Strategy for Public Administration Reform 2023-
2030, aimed at successful public administration
reform as a strategic national objective.
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5.51. BALANCED REGIONAL DEVELOPMENT WITH
SPECIAL EMPHASIS ON DEMOGRAPHY

SAQ carried out performance audit on the topic
‘Balanced regional development with special
emphasis on demography’, as a parallel audit
with the SAI of the Republic of Serbia, to answer
the question "Does the system for managing
policies for balanced regional development ensure
effective reduction of disparities in and between
planning regions and their respective demographic,
economic, social and spatial cohesion? *

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

The strategic and normative framework in place, the
institutional setup, the legal minimum of funds to be
allocated from the State Budget, the classification
of planning regions according to the degree of
development and the allocation of funds on this
basis, the transparency in planning and selection
of projects, as well as the electronic system for
regional development (SiReRa) ensure progress
in terms of policy implementation. However,
the aforementioned is insufficient for effective
reduction of disparities in and between planning
regions and their appropriate demographic,
economic, social and spatial cohesion.

The policy for encouraging balanced regional
development is implemented through planning
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and program documents. However, to ensure solid
basis for planning, implementing and monitoring
of activities for balanced regional development,
it is necessary to timely adopt and update these
documents in line with the results of the conducted
Census of population in 2021. Spatial planning is not
regulated in the existing legislation, new Spatial Plan
of the Republic of North Macedonia has not been
adopted to serve as basis for harmonizing planning
documents for regional development, and there are
no criteria for preparing annual programs of line
ministries of regional significance. The Program
for implementation of the Strategy for balanced
regional development 2021 - 2024 lacks clear
differentiation between the holders of activities,
the period and the financial resources required
for effective implementation of the policies for
balanced regional development.

The institutional setup of the system for
implementing policy for encouraging balanced
regional development ensures its functionality, but
it is necessary to strengthen the administrative
and technical capacities of institutions for more
effective realization of planned activities.

To stimulate balanced regional development from
the State Budget, funds in the amount of at least
1% of GDP should be set aside annually. These
funds are allocated to the planning regions for
financing projects in accordance with the Decision
on Classification of Planning Regions consistent
with the degree of development. Although in recent
years there is an upward trend in allocated funds for
this purpose, they are not at the legally established
level, which can be seen from the following graph.
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SHARE OF ALLOCATED
FUNDS FOR BALANCED
REGIONAL DEVELOPMENT
IN FUNDS PROVIDED FOR
BY LAW

24.05%

63.27%

2018 2019

2020

2021

In the period 2019 - 2021, funds in the amount of
9.329.889.000 denars were allocated from the State
Budget for balanced regional development, which is
46% of the legal minimum of 20.034.090.000 denars.
Consistent application of the Index on the degree of
development by planning regions is not ensured in
the allocation of funds by regions.

Consequently, even though Skopje Region as the
most developed should participate with 72%, and
the Northeast Region as the least developed with
173% in the total Budget funds for this purpose,
most funds are still allocated for Skopje Region
(26.2%), while 84% in the Northeast Region.



Budget users that implement regional development
activities through their program activities do so
from their own budgets based on strategic and
program priorities and criteria, i.e. they do not use
the Development Index. This paints to absence of
coordination and affects the development of the
regions.

The ascertained weaknesses in the functioning of
SiReRa system refer to:

—> incomplete databases,

- incomplete financial matrix that should
ensure linking of development programs/
projects with priority strategic objectives
and

—> notautomated linking with other IT systems,

do not provide conditions for continuous monitoring
of planning and implementation of projects, the
state of play in the planning regions and the degree
of development.

Adequate transparency has been ensured in
the process of creating planning and program
documents and their adoption, but the absence
of annual reports does not allow for adequate
accountability for the all activities implemented
in support of balanced regional development, thus
reducing the possibility of coordination in action
and in proposing appropriate measures by the
competent authorities.
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Notwithstanding the action taken at central and
regional level in previous years, socioeconomic and
demographic disparities between and within the
planning regions have not decreased.

In the Republic of North Macedonia, the rate of
natural increase is continuously decreasing - from
2.5%0in 2010, in 2021 it is -54%o The downward trend
in the rate of natural increase (as shown in the
graph below) is recorded in all regions.

All regions have recorded negative migration
balance of the rural population, particularly the
Eastern, Pelagonia and Southwestern regions.

As a consequence of the negative natural increase
and the negative balance of migration movements,
Vardar and Southeastern regions count below
150.000 inhabitants, as a criterion for the minimum
threshold for establishing/defining a region. The
Eastern and Northeastern regions are also close to
the minimum threshold.

According to the results of the Census of population
in 2021, there are 205 vacant settlements/villages in
the country and compared to 2002, their number
has increased by 40%. In Skopje region, 43% of the
total GDP is created, while the Northeast region
stands out with the highest unemployment rate
of 324%. The constant differences in the socio-
economic development of the planning regions
point to inefficient planning of activities for
effective realization of the balanced regional
development policy.
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To increase the effectiveness of the system for
creating policies and implementing measures and
activitiesfor reducing disparities between and within
the planning regions, we made recommendations
for adoption of by-laws for enabling comprehensive
integrated programming of measures for achieving
balanced regional  development, increased

coordination and communication between holders
of activities and strengthening capacities thereof,
correct and proportionate allocation of budget
funds as well as strengthened monitoring and
accountability for the measures taken.



ECONOMY AND
TECHNOLOGICAL
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5.61. DEVELOPMENT AND OPERATION
OF TECHNOLOGICAL INDUSTRIAL
DEVELOPMENT ZONES

We carried out compliance audit on the topic
‘Development and operation of technological
industrial development zones (TIDZs)", which
covered issues related to conditions, method
and procedure for establishment, development,
operation and performance of activities of TIDZs,
analysis of the opportunities for investment in
the Republic of North Macedonia as well as the
competences and operation of the Directorate that
manages the zones on behalf of the Government.

It was a pilot audit within the twinning project MK
18 IPA FI 03 20 titled "Improving external audit and
parliamentary oversight’.

The audit covered the period 2015 -2021, but certain
areas, issues, events and analyses are from before
2015 and the period until the day of reporting on
the audit.

Technological Industrial Development Zones (TIDZs)
are established to create conditions for investments
by domestic or foreign, natural or legal persons,
which should contribute to the development of
modern technologies by introducing economically
profitable production and efficient use of resources,
as well as application of the highest environmental
standards. The mission of TIDZ Directorate is for
the Republic of North Macedonia to grow into an
international business center in Southeast Europe
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with high-quality offer of infrastructure in TIDZs
and quality service aimed at achieving balanced
regional development in the country.

The Government of the Republic of North Macedonia
has established 14 TIDZs. During the audit period,
eight TIDZs were in operation, of which for TIDZ
Tetovo was signed public private partnership
contract. Five TIDZs are non-operational, one TIDZ
- Rankovce has been alienated, and activities have
started for setting up three new TIDZs. Based on the
Law on Industrial - Green Zones, the Government of
the Republic of North Macedonia has established
three Industrial Zones (IZ), of which IZ Kosel is
operational.

Awarding state aid is regulated by complex
legislation”, The audit found that certain legal
provisions are imprecise, no by-laws have been
adopted and dispersed competences in several
state bodies make control and coordination difficult
and do not allow full insight into the total state aid
granted per beneficiary.

With the audit and the analysis of the Annual
Programs of the Government of the Republic of
North Macedonia from 2017 to 2022, we concluded
that activities for attracting foreign investments in
this period are notincluded in the strategic priorities
of the Government and that there is no adopted
Strategy for attracting foreign investments.

The audit ascertained that the Directorate is hiring
people ona contract-to-hire basis, and their number

17 Law on Technological Industrial Development Zones, Law on Control of State Aid, Law on Industrial Green Zones, Law on
Establishment of the Agency for Foreign Investments and Export Promation of the Republic of Macedonia and Law on Financial

Support of Investments

138



139

Annual report on
performed audits
and operation of
THE STATE
AUDIT OFFICE
for 2022

has changed over the years. During the audit period,
72 work contracts were active, i.e. the number of
hired persons on a contract-to-hire basis is almost
equal to the number of regularly employed persons
(85). Half of the contracts were signed with persons
who have been employed by the Directorate longer
than 24 months. This situation creates a risk for the
continuous and quality performance of work due to
the temporary engagement.

PERSONS ENGAGED
ON CONTRACT
TO HIRE BASIS

From 2017 until 2021, the Directorate has granted
state aid in the amount of 4.641728.000 denars (75.5
million euros), of which directly paid funds from
the Budget of the Republic of North Macedonia
amount to 2.307196.000 denars (37, 5 million euros),
and the tax and customs exemptions amount to
2.334532.000 denars (38 million euros). In 2021, the
total amount of state aid awarded was 1.504.576.000
denars (245 million euros), of which directly paid
funds from the Budget of the Republic of North
Macedonia amount to 731.842.000 denars (119
million euros), and the allocated tax and customs
exemptions amount to 772.734.000 denars (12.6
million euros).

I full-time employees

persons who are no longer employed on a contract-to hire basis
[ | persons employed on a contract-to hire basis




GRANTED
in 000
denars STATE AID
2017 -2021

2021

2020
2019
2018

I 272.300

2017

I 318.708
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I 772.734
I, 500143
I 3844.203

Tax and customs exemptions

M state aid

We ascertained that the Law on control of state aid,
as well as the decrees adopted by the Government
do not provide for closer and transparent criteria
for determining the amount of individual aid® and
state aid is awarded without an assessment of
profitability for determining its amount, without
methodology for awarding, and with negotiation
between the authorized persons in the Directorate
and the beneficiary of the individual aid.

Infrastructural investments in the zones are
under the authority of the Directorate, which in
accordance with the Law on Construction, has
received building approvals for the entire zone as
a functional unit. TIDZ and I1Z are set up on land
owned by the Republic of North Macedonia on an
area of 847 ha, of which 512 ha are usable (plots for
lease) and 153 ha or 30% of the total usable area are
under long-term lease.

The investments made by the Directorate in all
zones as of 31 December 2021 are estimated at a
total amount of 6152.930.000 denars (around 100
million euros).

It was ascertained that the Directorate receives
approval for use from the competent ministry
after the entire zone is built, which is why it is
not possible to make technical acceptance and
obtain approval for use for the individual parts that
have been built. Therefore, some of the realized
investment projects in the zones from 2007 to 2021
have the status of tangible assets in preparation in
the Directorate ledger, even though they are being
used. Their estimated value at the end of 2021 is
2.677763.000 denars, which represents 43.50% of
Directorate’s total investments in the zones.

From 2012 until 2021,the Government has established
zones on an area of 153 ha (30% of the total usable
area) that have not been put into operation due to
lack of strategic and programing documents. The
Directorate has invested funds from its budget

18 number of foreign investments, number of employees, investments made and similar criteria
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in 000

Soe | INVESTMENTS
IN TIDZ AND 1Z
2.671.763
1.697498
0 73.844
—
Total TIDZ Total IZ
[ | ongoing investments land M structures

for the basic internal infrastructure and land
expropriation of these zones in the amount of
393.686.000 denars or 6% of the total investments.
The largest investments in non-functional zones
were made in Gevgelija, Delchevo and Kratovo.

Based on a Decision of the Government of the
Republic of North Macedonia, TIDZ Tetovo was
established with a PPP. The PPP contract with the
private partner was signed for 96 years, although
the legal regulation provides for the maximum
period of 35 years from the date of signing of the
contract. With the PPP contract, the public partner
is obliged to provide an expert project management
unit for the entire duration of the contract, which
also has the capacity of a representative of the
public partner and a contact body for the private
partner. With the audit, we ascertained that 7
people have been deployed, but they do not have
work obligations and do not perform activities
related to the implementation of the PPP contract,
nor they members of the specified expert unit.

In 2015, based on the adopted Decision on initiation
of procedure for alienation of construction land
by the Government of the Republic of North
Macedonia, an agreement was signed for alienation
of construction land of TIDZ Rankovce. The
agreement provided for construction of the entire
internal infrastructure of the zone™ within a period
of no longer than 92 [ninety-two) months from
solemnization of the agreement, and a minimum
of 2000 new employments. Due to the fact that
the construction did not start within the stipulated
period, by Decision dated March 2019, the approval
for construction in TIDZ Rankovce was declared null
and void, and thus the provisions of the contract
have not been implemented. With the audit, we
found that a bankruptcy procedure was opened
against the buyer/investor in April 2021 and this
person does own assets for collection of the fines
stipulated in the contract.

The director of the Directorate has not appointed
authorized persons from among the employees who
would supervise TIDZ and the users, as provided for

19 Roads, hydrotechnical infrastructure, gas pipeline, electrical and other infrastructure



in the TIDZ Law, which may have an effect on the
timely control, detection and prevention in case of
illegal operation of the users.

For the accounting and financial affairs and the
preparation of annual accounts, the Directorate
has established a practice to engage external
legal entities with a public procurement procedure,
which contributes to certain weaknesses in the
preparation of the financial statements.

5.6.2. FINANCIAL SUPPORT (CO-FINANCING
GRANTS] FOR MICRO, SMALL AND
MEDIUM-SIZED ENTERPRISES FOR
INNOVATION AND TECHNOLOGICAL
DEVELOPMENT

We performed compliance audit on the Fund for
Innovation and Technological Development (FITD)
titled “Financial support (co-financing grants) for
micro, small and medium-sized enterprises for
innovation and technological development” for the
period 2019-2021.

With the performed audit, we ascertained
inconsistencies and undefined activities in the legal
regulations and strategic documents as follows:

- not updated Statute of FITD with the
amendments to the legal regulations
on the competences and the period of
engagement of the Management Board,
obligations and responsibilities of the
director, mandate of the Investment
Approval Committee, deadline for deciding
by the Committee, method of determining
Committee’s compensation and other
shortcomings that indicate collision of
adopted acts with the provisions of the Law
on Innovation Activities;
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—> execution of activities by FITD, which are not
defined in the Law on Innovation Activities
and are not in line with the Innovation
Strategy 2012-2020, These activities were
assigned with the Plan for Economic Growth
of the Government of the Republic of North
Macedonia, which provided for awarding
contracts for granting funds in the amount
of about 536 million denars;

- incomplete realization of measures and
activities defined in the Innovation Strategy
of the Republic of North Macedonia 2012-
2020 and the Action Plans for 2013-2015,
2016-2018 and 2019-2020. 16 measures were
under the competence of FITD, of which
seven have not been implemented;

- absence of Strategy for  Smart
Specialization, and thus not ensured
continuity of innovation activity after 2020.
It is a strategic document that has an
impact on the creation and implementation
of policies in the area of innovation, i.e.
providing modern approach to economic
development, through interconnection of
the academic community, the business
sector, government institutions and the
civil sector for joint detection and action in
areas where the country has the greatest
potential and sufficient resources to invest.

There is no centralized database for granted
financial support for monitoring implementation
of individual instruments for financial support,
movement of the beneficiary after application,
administrative check, pre-selection and selection
of project, signing contract, payment of funds,
fulfillment of contract obligations and insight in the
degree of utilization of granted financial support.
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With the analysis of the acts for systematization and
organization of job positions, the audit found that
they do not correspond to the competences, load
and scope of FITD tasks, i.e., out of 16 systematized
job pasitions, only eight were filled out.

Due to the increased workload as a result of the
legal amendments, increased budget, the expanded

strategic and program objectives of FITD, the
assigned competences for the implementation
of the Economic Growth Plan (PEG), pillar 3, in
conditions of insufficient administrative capacity,
FITD continuously engages external persons who
perform tasks related to the activity, for which in
the period 2019-2021, funds in the amount of about
46 million denars were paid.

Year 2019 2020 2021
Persons engaged on a contract-to-hire
. . 38 45 50
basis, continuous engagement
Paid funds for contract-to-hire basis -
. . 7544 13.384 19.377
continuous engagement (in 000 denars)
Persons engaged on a contract-to-hire " 5 18
basis, outsourcing
Paid funds for contract-to-hire
. - 1.748 2.277 1472
basis, outsourcing (in 000 denars)

The audit deems that hiring persons on a contract-
to-hire basis, despite the consent provided by
the competent ministry, contributes to non-
transparency and subjective conduct in signing
contracts and determining monthly remuneration
for engagement of persons that are continuously
engaged by FITD for a long period of time.

Regarding implementation and monitoring of
financial support granted with the PEG, pillar 3,
from 2019-2021 FITD has signed contracts for
364 projects with public calls, of which 93 were
implemented as of 20 May 2022, and 258 projects
are in progress.

The implementation of aforementioned public calls
is presented in the following graph.
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PUBLIC CALLS FOR ALLOCATION
OF FINANCIAL SUPPORT
2019-2021 FROM PEG PILLAR 3

in 000
denars

echnologica commercialization overcoming accelerate newly fognded trade
doonen | oot | TSI |y | s
1 2 3 4 5
Amount
82 Iucr;clils 369159 308.000 203.280 369159 123.200
e | 194,848 763.602 85.978 314759 | 131483
156148 667748 76.828 187310 146.249
38.699 95.854 m 127449 85.234

In addition, with the audit we have ascertained that
in the period 2019-2021, FITD has hired experts to
evaluate and provide expert opinion on the projects
for financial support from published public calls,
and has paid about 16 million denars thereof.

Due to the abovementioned, and with the aim of
timely performance of obligations from signed
contracts with the users whose projects have been
approved for financing, FITD announces public call
for "Project management services (monitoring)”.
In the period 2019-2021, FITD has signed four
framework agreements for procurement of project
management services (monitoring) amounting
around 101 million denars.

Granting financial supportis a complex process, and
manitoring and control of realization of contracts
requires expert and competent staff, which FITD did
not have during the execution of the audit, and thus
it cannot respond to the obligations stipulated in
the signed contracts.
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HEALTHCARE

5.71.  HEALTH INSURANCE
FUND OF THE REPUBLIC
OF NORTH MACEDONIA

We performed audit of the financial statements
together with compliance audit of the Health
Insurance Fund (HIF) of the Republic of North
Macedonia for 2021. The following was concluded:

—> weaknesses in the operation of HIF IT
system in terms of continuous shortage
of IT staff, absence of IT strategies and
not updated IT policies and procedures
for IT security, outdated and unsecured
server structure and several not functional
modules in the IT system;

- due to unfilled managerial and other
systematized job positions, there is a risk of
inadequate segregation of responsibilities
and incomplete implementation of activities
in the sectors;

—> system built-in controls are not provided in
the process of preparing calculations for
performed healthcare services, which are
the basis for preparing monthly invoices
from PrHI and reports from PHI. Due to the
amount of data in the calculations, it is not
possible to carry out full manual control
because the Fund does not have sufficient
HR capacities;

- weaknesses in internal and field controls in
confirming objectivity of invoiced medical
interventions performed by PrHI. Due to
limited HR capacities and lack of possibilities
for full control, it is difficult to confirm the
reliability on the invoiced type and volume



of performed healthcare services from PrHI
invoices amounting to 3.296.901.000 denars
in 2021. According to data presented in the
Annual Report, in 2021 out of 41 planned
controls, only 7 were performed in PrHI
for hospital healthcare, and the rest of the
controls were performed in PHI, despite the
fact that the agreed remuneration of PrHl is
directly dependent on the performed type
and volume of healthcare services;

in the process of prescribing and issuing
medicines thatare covered by HIF, full system
control is not ensured in the preparation
and delivery of invoices from pharmacies
amounting to 2.624.853.000 denars in 2021.
Based on information from the electronic
database, it was ascertained that some
invoices contain several prescriptions
with the same number. During 2021, 21.047
prescriptions were invoiced twice in the
amount of 2.224.000 denars;

irregularities and non-compliance with
deadlines for performance of controls and
imposition of contractual penalties, which
resulted in not sanctioning healthcare
facilities that do not act in accordance with
the agreements signed with the Fund;
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To enable PHI to provide healthcare services that
are deficient or inadequately planned due to the
expensive therapy, there is a legal opportunity to
include a conditional fee for procurement of new
generation medicines for treatment of certain
diseases within the annual contractual fee. The
allocated funds for conditional compensation show
continuous growth and in 2021, HIF has approved
conditional compensation for 17 PHIs in the amount
of 1.265.265.000 denars, of which 91% refers to
procurement of medicines (see graph below).
The Fund has not established controls and funds
are approved and paid out without determining
whether all healthcare services have been provided
in terms of type and volume;

—> there is lack of controls of the payment of
benefits during maternity leave, and thus
benefits were paid to insured persons when
they were receiving salary for effective
working hours;

- weaknesses in the procedure for referring
insured persons for treatment abroad,
i.e. inadequate legal protection and lack
of control and system for monitoring and
analysis of treatments’ successfulness.
HIF has recorded advanced payments for
treatment abroad to foreign healthcare
institutions in the amount of 234178.000
denars, without accurate information
about the status of the treatments due to
unsecured documentation;

-> the inventory of assets is incomplete, some
of the buildings and land have unregulated
status and are incompletely recorded in the
ledgers;
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AMOUNT OF APPROVED
FUNDS FOR CONDITIONAL
in 000
ikesll | COMPENSATION 1.265.265
2017 - 2021
72000
846.232
96.236 217476
2017 2018 2019 2020 2021
—> there is lack of records for the supplies, services, the Fund is forced to provide funds
and liabilities in financial statements are for the operation of all PHIs. In 2021, 106 out
presented unrealistically; of 116 PHIs have become unsustainable
) o ) ) due to significantly lower volume of
- irregularities in the implementation of . .
' ) services provided compared to the agreed
public procurements as well as in the .
' i ) compensation;
implementation of public procurement
contracts, and weaknesses in the absence of complete information about
engagement of external persons on a claims based on unpaid contributions
contract-to-hire basis. for healthcare insurance and extremely
s of i uncertain collection of claims as of 31
In the par.agraph Emphasis of Matter, we disclose December 2008,
the following:

-> the method of payment for services provided

by healthcare institutions indicates that the
actual procurement of services provided
for by the Law on Health Insurance is not
ensured. HIF within its budget, instead of
reimbursing PHIs for performed healthcare

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

- in conditions of pandemic, due to non-

provision of appointments in PHIs and not
signed agreements with PHIs for Covid 19
diagnosis, insufficient healthcare services
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were provided for insured persons at the structure and trend of PCR tests and the
expense of the Fund. According to data number of laboratories of PrHIs and PHIs
published by the Institute of Public Health, from the beginning of the pandemic in
since the beginning of the pandemic on March 2020 until March 2022 are shown in
national level, 2170.602 tests were done the graphs below.
in 33 laboratories of PrHIs and PHIs. The
NUMBER
OF PCR
TESTS
@
® o
®
J—
J—
— 545964  °/6-008
® 517998
T3
2 355
196.827
®
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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 citizens in the private health
care. Calculated by the lowest price of PCR tests, for
the 870.664 tests in PrHI, it is an amount of around
19.9 million euros, not considering the rapid antigen
tests and higher prices of up to 5500 denars per
test.

We also pointed out that the List of medicines
borne by HIF is not updated since 2015 and National
E-Healthcare Strategy is not adopted.



5.72. PUBLIC HEALTHCARE INSTITUTIONS

We conducted audit on the financial statements
together with compliance audit of the Public
Healthcare Institution  University Clinic  for
Radiotherapy and Oncology Skopje for 2021.

With the performed audit, we ascertained several
weaknesses including:

- weaknesses in the process of calculation
and payment of salaries and salary
allowances;

- weaknesses in planning, implementation
and control of conditional compensation
that affect its purpose;

- weaknesses in the inventory of assets,
claims and liabilities;

—> taking on obligations in an amount higher
than the approved budget and untimely
payment thereof;

—> inconsistency of accounting and physical
records and inventory of supplies of
medicines and medical supplies, as well as
incomplete invoicing of used medicines in
day hospitals; and

- improper application of the Law on Public
Procurement in some public procurement
procedures.
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In the paragraph Emphasis of Matter, we report on
the following:

-> For servicing equipment on which economic

operators have monopoly/exclusive right,
full service contracts are signed and it is not
possible to compare/determine the reality
of funds paid in relation to the volume of
services performed,

Ministry of Health has procured linear
accelerator, which was not put into use until
the day of reporting on the audit because
the Clinic does not have suitable premises
to install the accelerator, and

Uncertain collection of claims from the
Ministry of Health for performed healthcare
services under health protection programs
and from other PHI for performed inter-
clinical services.

In the paragraph Other Matter, we inform about

-> problems faced by the Clinic due to non-

dispersion of healthcare services in the
field of oncology and radiotherapy, although
conditions have been created for provision
of these services in several medical centers,
and

The National system for financial and
accounting operations and the Central
system for registration of working hours
in the Ministry of Health are not fully
implemented.
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ENERGY

5.81. JSC FOR TRANSMISSION OF
ELECTRIC ENERGY AND
MANAGEMENT OF THE
ELECTRICAL ENERGY SYSTEM,
STATE-OWNED SKOPJE

We conducted audit on the financial statements
together with compliance audit of the Electricity
Transmission System Operator of the Republic
of North Macedonia, Joint Stock Company for
electricity transmission and power system control,
in state ownership, Skopje (JSC MEPSO) for 2021.

Transmission of electricity is regulated energy
activity carried out in accordance with the Law
on Energy and other laws and by-laws, regulations
and rules adopted or approved by the Regulatory
Commission for Energy, Water Services and
Municipal Waste Management Services (RCE), as
well as with the requirements defined in issued
licenses for performing the energy activity.

We have ascertained that recommendations given
by the authorized state auditor in the final regularity
audit report for 2016 concerning the IT Strategy
and the IT controls of the systems in place, have
not been implemented for the maost part, which
affects and continuously creates high risks in the
IT financial processes of the company's operation.

The internal audit, which is crucial for the internal
controls in place, does not perform its function as

stipulated by the legislation and its objectives are
not achieved. This also affects the control system,
particularly for timely identification of risks in the
activity of the electricity transmission system of JSC
MEPSO.

We have identified non-compliance with regulations,
errors and omissions in the annual inventory, in the
calculation of salary of employees, the management
of supplies, the manner of recording interest and
commissions on long-term loans and the payment
of sponsorships and donations, which affects the
reality and objectivity of financial statements.

Notwithstanding the activities taken by the
competent services, the land recorded in trading
books has not been fully confirmed, and there are
differences between the accounting records, the
physical inventory data and the title deeds.

JSC MEPSO Skopje owns the electricity transmission
network, which consists of line infrastructure
facilities (transmission lines), transformer stations
(substations), plants, facilities and assets for
transmission of electricity and managing the
electricity transmission system that functions on
400kV and 110kV voltage level. We have identified
discrepancy in the number of transmission lines
and substations registered with the competent
departments in JSC MEPSO and also in the data in
the accounting records.

The substations which were supposed to be jointly
owned by JSC MEPSO Skopje and EVN Macedonia
JSC, according to the title deeds are registered as
property of EVN Macedonia JSC only.



Although JSC MEPSO Skopje is making efforts to
register these substations based on the Law on
transforming electricity industry of Macedonia, the
Real Estate Cadastre Agency does not issue title
deeds for the substations to JSC MEPSQ Skopje. This
situation impacts the electricity transmission tariff,
which is decided by a decision of RCE based on
accounting data and financial records submitted by
JSC MEPSO.

We ascertained that 30% of assets in preparation
i.e. 428.352.000 denars represent invested funds
in the period 2005-2019 in equipment, consulting
services, paid commissions for loan approval and
non-withdrawn funds for project loans. Due to lack
of information these are nat properly linked to
investments in a particular asset. These tangible
assets in preparation have not been put into use,
which affects the depreciation costs, and thus the
achieved financial result.

The enormous increase in the price of electricity
on the European stock exchanges in 2021, the
insufficient production of electricity by national
producers and the unauthorized withdrawal of
electricity from the electrical power transmission
system by the balancing group responsible parties,
the revenue of JSC MEPSO from electricity traders
- balancing group responsible parties and JSC ESM
Skopje based on compensation for deviations/
imbalance for withdrawal of electricity from the
electrical power transmission system amounts
to 4.210.704.000 denars or 685 million euros.
This represents a five-fold increase in revenue
compared to 2020 when the revenue amounted to
841.792.000 denars i.e. 13.7 million euros.
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Namely, due to the increase in the price of electricity,
some electricity traders were continuously
reducing the purchase of electricity from the
open market and used the balancing energy of
JSC MEPSO Skopje to supply their consumers. This
has caused a drastic increase in the costs of JSC
MEPSO Skopje towards the European electricity
transmission system. Extremely large deviations/
imbalances were made in October 2021, when JSC
MEPSO invoiced and collected 778 million kWh
from the electricity producer JSC ESM Skopje in
the amount of 25 million euros VAT exclusive. This
resulted from the fact that JSC ESM Skopje failed
to realize the plans for electricity production, and
therefore electricity was withdrawn from the
European grid, which created the obligation toward
the European electricity transmission system in the
amount of 25 million euros for JSC MEPSO Skopje.

Additional reason behind the above situation is
the manner of informing JSC MEPSO by electricity
traders that illegally took electricity from the
electrical power transmission system. Specifically,
data received from MEMO DOOEL through
Elektrodistribucia DOOEL arrive with 45 to 60 days
delay, and thus JSC MEPSO is not able to do a quick
intervention and take timely measures against the
traders.

Considering the overall impact on the national
economy caused by the lack of electricity, in
November 2021 the Government passed a Decree?®
that released the electricity traders from the
obligation to increase bank guarantees based
on signed balancing responsibility agreements
and JSC MEPSO Skopje signed agreements for
reprogramming their due and unpaid debts.

20  Decree on the criteria and conditions for declaring crisis in cases of weather and natural disasters, breakdowns and disturbances
in electricity markets, method of supplying electricity in a state of crisis, measures taken in case of crisis, as well as rights and
obligations of holders of licenses for performing electricity activities (Official Gazette of the Republic of North Macedonia no.

246/21,300/21 and 74/22)
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In December 2022, claims based on signed
reprogramming  agreements  for  electricity
withdrawn from the electrical power transmission
system amount to 883.802.000 denars or over 14
million euros. The audit report points to the risk and
uncertainty of collection thereof.

In 2021, value adjustment in the amount of 15 million
euros was made for part of the receivables of
reprogramming agreements of electricity traders,
as well as for fines and damages due to interruption
of delivery of agreed electrical power. During 2022,
part of the receivables (1.2 million euros] were
collected.

JSC ESM Skopje is the largest electricity producer
in the country and in line with the Energy Law, it
is obliged to offer for sale certain percentage of
electricity to the Universal supplier - EVN Home DOO.
In the past several years, acting upon Government's
Extracts, almost the entire gquantity of electricity
produced by JSC ESM Skopje was sold to the
Universal supplier at a fixed (reduced) price by the
Government, which is much lower than the market
price and the price on HUPX stock exchange. The
balancing mechanism in JSC MEPSQ is designed in
such way that for withdrawal of electricity from
the electrical power transmission system in larger
quantity than planned, electricity traders pay to JSC
MEPSO Skopje, and for unplanned excess electricity
in the electrical power transmission system, JSC
MEPSO Skopje is obliged to pay electricity traders
in line with settlement prices determined with the
Methodology for calculation of the settlement price,
prescribed in the Rules for Balancing the Electricity
System, which is directly influenced by the price at
HUPX stock exchange.

The audit found large settlements of deviations in
the planned amount of electricity in JSC MEPSO
Skopje in 2021 and 2022. These deviations should
occur only in exceptional situations and their
occurrence creates big uncertainty in planning and
realization of revenue and expenditure on this basis,
in maintaining necessary liquidity of cash assets, as
well as in maintaining the balancing mechanism.
The expenditure for realized surplus of electricity
from the Universal supplier of JSC MEPSO Skopje in
2021 amounts to 158.817.000 denars VAT exclusive,
while the revenue from the Universal supplier
amounts to 412404.000 denars VAT exclusive.

In the period from 2019 until 2021, ]SC MEPSO Skopje
has signed agreement with JSC TEC Negotino for
provision of electricity in the event of threats to
security of supply, breakdowns or major deviations
in the consumption from the foreseen quantities
of electricity in the electric power system. It was
agreed TEC Negotino to retain available power of
the thermal power plant only for the needs of JSC
MEPSO Skopje. For that period JSC MEPSO Skapje
has paid 531.998.000 denars VAT inclusive, of which
219.778.000 denars have been paid in 2021. We point
out that although TEC Negotino was financially
supported, it was not activated for production
of electricity when the energy crisis occurred in
October 2021.



Necessary condition for balancing the electric
power system is to have equation of the total input
and the total output of electricity in the system.
The average annual consumption of electricity in
the Republic of North Macedonia in the last five
years is around 7430 GWh, where the largest share
in the total consumption with over 65% goes to
households and street lighting. According to JSC
MEPSO Skopje forecasts, from 2025 to 2030, the
adequacy of the system in relation to energy will
be met with a significant import of about 55% of the
total needs of electricity because of the expected
low level of production of electricity of about 3.600
GWh due to reduced operation of TEC Bitola. By
activating power plants from renewable energy
sources as well as gas power plants, the import of
electricity would decrease.

In the audit report we pointed out that due to the
increase in electricity consumption in the Republic
of North Macedonia, projects for large-scale
production of electricity are needed.
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5.8.2. PREPAREDNESS OF THE ENERGY
SYSTEM FOR DEALING WITH
ENERGY CRISIS

With the performance audit “Preparedness of the
energy system for dealing with energy crisis" we
covered the period 2019 - 2022 to answer whether
measures and activities taken by the competent
institutions in the energy sector enable reliability
and sustainability for provision of electricity in the
long term. In line with UN Sustainable Development
Goals 2030, this audit is closely related to Goal 7 -
"Ensure access to affordable, reliable, sustainable
and modern energy for all".

The power system development began in 1309 and
it was completed in 2006, when distribution of
electricity was privatized, while the production and
transmission of electricity remained property of
two state-owned companies.
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1909

First steam-powered power plant

| |
after 1944

Federal Electric Power
Company established

Republic of North Macedonia has limited amounts
of coal and does not have oil and natural gas, which
causes dependence on procurement of reagents
for electricity production. Our country has the most
unfavorable position compared to the countries in
the region, because 33% of electricity demand is
imported. Electricity is produced from coal (39%),
water (28%) and wind (2%).

Energy activities provided for in the Law on
Energy are carried out by JSC ESM Skopje, as the
largest producer of electricity, JSC MEPSO Skopje,
in charge of transmission of electricity and
management of the electrical power transmission
system, EVN Home, responsible for distribution
and transmission of electricity, RCE regulates and
controls the performance of energy activities,
and MEMO DOOEL Skopje as the operator of the
organized electricity market. The Government is the

2005

JSC "Elektrostopanstvo

na Makedonija" is divided into 3
state-owned enterprises for
production, transmission and
distribution of electricity

__@__ _

Electricity distribution is
privatized, and production and
transmission are carried out by
two state-owned JSCs

creator of the energy policy in coordination with
the Ministry of Economy and the Energy Agency.
The role of the municipalities in the energy system
is mainly related to realization of Energy Efficiency
Programs.

Key document for implementation of the energy
policy in the country is the Strategy for Energy
Development in the Republic of North Macedonia
until 2040, adopted in 2020. Draft Program for
implementation of the Strategy for the period
2021-2025 was prepared, which is not yet adopted.
To harmonize our country with the international
obligations prescribed by the Energy Community,
the policies and objectives for development of
renewable energy sources are constantly changing
in the legal regulations. With the amendments
to the Law on Energy in 2022, the provision that
foresees adoption of strategic and action plans for



renewable energy sources was abolished, and the
national objectives for renewable energy sources
were to be defined in the Energy and Climate Plan,
which was adopted in May 2022. These amendments
to the law provide for adoption of an ‘“Indicative
plan for construction of capacities for production
of electricity from renewable energy sources” with
data on electricity production technologies and the
total installed capacity by region to which power
transmission/power distribution system can be
connected. Considering that the form and method
of preparation of the Indicative Plan has not been
prescribed, the Plan has not been adopted. The
Strategy for reconstruction of residential, public
and commercial buildings, which should contribute
to greater energy efficiency, is also not adopted.

The largest electricity production capacity from
coal in JSC ESM Skopje is REK Bitola, with its three
blocks, of 233 MW each and annual production
of about 1200 GWh per block, and REK Oslomej
in Kichevo, with installed block capacity of 125
MW. For the needs of REK Bitola, coal - lignite is
exploited, which has low calorific value, and thus
additional purchase of calorific coal is necessary
for its homogenization. In REK Oslomej, due to the
exhaustion of the mines, coal is only procured.
The remaining exploitation quantities of coal in
the mines are 69.780.000 tons. From 2019 to 2022,
the participation of TEC of JSC ESM Skopje in the
total produced electricity in the country shows
a downward trend with the highest production in
2019 (57%) and the lowest production recorded in
2021 (39%), when the energy crisis began. In REK
Bitola, from 2019 to 2022, there is discrepancy in the
quantities of excavated, imported and consumed
coal with the supplies of coal in the landfill, which
affects the planning of necessary quantities of
coal. In the same period, for the needs of REK
Bitola and REK Oslomej, contracts were signed for
procurement of coal in the amount of 8.277.906.000
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denars and realization for 5.087.078.000 denars VAT
exclusive and 1.206.000 tons of coal were procured.

The procurement of coal, fuel oil and gas carried
out by JSC ESM Skopje is exempted from the Law
on public procurement and is regulated by internal
guidelines, which does not precisely define the
necessary documentation to be submitted by the
economic operators, the method of evaluation of
the bids and the deadlines for implementation,
which affects the competition, the quality and the
origin of energy.

In the planning of public procurement procedures
for the new auxiliary machinery in REK Bitola,
carried out in 2020 and 2022 in the amount of
1475123.000 denars, no analyses were done to
determine the need and economic profitability of
the same, especially since the quantities of coal for
exploitation are decreasing and services for using
auxiliary machinery are being used with signed
contracts amounting to 1.530182.000 denars.

The continuous operation of TEC Bitola and TEC
Oslomej is of exceptional importance for meeting
the national demand of electricity. In 2022, Block 3
of REK Bitola had a defect for 365 days, and Blocks
1and 2 had a defect for 29 days. Shutdown of Block
3 led to lower electricity production for about 1.621
thousand MWh, which are of great importance for
reducing electricity shortage and for dealing with
the energy crisis.

From 2019 to 2022, JSC ESM Skopje compensate
for the lack of electricity produced by purchasing
electricity from the open market with an increasing
trend in the amount of 878 million euros. The
expenses were higher than the income from sale
of overnight surpluse of electricity amounting to
£41.8 million, which indicates lack of electricity and
affects the company's liquidity.
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Although JSC ESM Skopje has paid a significant
amount, it has not yet implemented all activities
from the operational plan to secure the Permit
for compliance with the operational plan. Monthly
reports on performed control of emissions from
polluting substances in REK Bitola in the period 2019
-2022 show exceeding of emissions of all polluting
substances in the air above the maximum allowed
limit. This particularly applies to SO2 - sulfur dioxide,
with the highest measured value in 2022 exceeding
the permitted limit value almost twenty times.

TEC Negotino is a thermal power plant built 45 years
ago and was never modernized. With the energy
crisis in December 2021, it was put into operation
again and by the end of 2022, in cooperation with
JSC ESM Skopje, it produced 412.615 MWh and
consumed 114.292 tons of fuel oil. TEC Negotino is
unable to produce electricity without support of the
larger energy systems in the country. However, due
to its very good position on important road routes
for connecting with the neighboring countries and
the proximity of the Vardar River, it is necessary
to modernize this thermal power plant in line
with energy development strategies and green
scenarios that would contribute to the electricity
production in the country.

From 2019 to 2022, most "big projects” have not
started or have low level of realization, except for
the revitalization and modernization of TEC Bitola
Phase Il and the construction of photovoltaic power
plant with capacity of 10 MW (in REK Oslomej - FE
Oslomej 1), which has an impact on the long-term
stability in providing larger quantities of electricity.

The production of electricity from renewable
energy sources accounts for about 30% in the
total production of electricity and is a significant
factor for reducing greenhouse gas emissions.
The interest in electricity production facilities from
renewable energy sources increased during the
energy crisis particularly for photovoltaic power
plants, in contrast to the previous period when
the interest was more focused on construction of
hydro power plants.

There is lack of information on the procedure for
the construction of power plants from renewable
energy sources, on the method of connection to
the distribution and transmission network as well
as lack of data on the possible financial framework
and period of the investments, which makes the
procedure complex, slow and inefficient.
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Construction approval/consent
(over 10 MW authorization from Government/
Commission in MoE

Documentation related to construction approval
(projects, reports, evidence of property and legal relations, etc.)

Approval for power plant commissioning

@—. License for performing energy activity

There are weaknesses in the regulation of measures
in support of electricity production from renewable
energy sources in relation to the technical
specifications for the equipment and systems and
the sale of electricity produced by preferential
producers who use a premium, which violates the
principle of competitiveness in awarding premiums
and on the electricity market. The opportunity used
to terminate contracts with the producers that
used preferential tariffs, which have received state
financial support of 2.751.025.000 denars, had an
adverse effect during the energy crisis.

Foreseen measures for improving energy efficiency
by the municipalities refer to activities planned in
Energy Efficiency Programs and annual plans for
their implementation. This legal obligation was met

by a small number of municipalities. Monitoring
and verification platform has not been established,
which makes it impossible to monitor data on the
type of energy efficiency measures implemented,
as well as the energy savings achieved, and the
opportunity provided for in the law to set up an
Energy Efficiency Fund has not been used either.
In addition, the municipalities also face problems
related financial resources, administrative and
human resources and during construction of power
facilities.

To overcome the situation with the energy crisis, the
Government adopted tasks and recommendations
for electricity savings of 15%. Savings were achieved
at the general level, but the measures were not
obeyed by some entities.
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FUNDS SPENT
FROM ALLOCATED
STATE SUPPORT
10% 11%
Coal B Electricity I MEPSO
B ruel 0il Gas B Other

The Government allocated 17197.808.000 denars
in 2021 and 2022 as state support to the largest
electricity producer in the country. The funds were
used as support for procurement of resources for
electricity production, procurement of electricity in
the open market and other costs for maintaining
current liquidity of the company for dealing with
the energy crisis.

With the emergence of the energy crisis at the end
of 2021, by using the advantage provided for small
consumers in the Law on Energy, large number of
legal entities and municipalities (that in line with
the law belong to the category of entities that
should procure electricity on the open market)
have established new legal entities/used existing
ones and joined the distribution network and
used preferential subsidized price of electricity

as households and small consumers. This has had
a negative effect on the energy sector, on the
liquidity of entities that perform energy activity as
well as on the increase of the price of electricity.

Immediate changes are necessary in the manner
of managing the national energy policy. Competent
institutions should take on measures and activities
for monitoring implementation of the strategic
framework at national and local level. The electricity
production capacities should be improved through
implementation of large investment projects,
bigger participation of renewable energy sources
in the total electricity production and improvement
of the energy efficiency, with the aim to increase
the preparedness of the country for dealing with
energy crisis.
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IT SYSTEMS, DATA
SECURITY AND PROTECTION

591  AGRICULTURAL REGISTERS
IN THE MINISTRY OF
AGRICULTURE AND THE FOOD
AND VETERINARY AGENCY AND
THE USE OF REGISTERS FOR
EFFECTIVE EXERCISE OF RIGHTS
AND OBLIGATIONS OF AGRICULTURAL
HOLDINGS

We carried out performance IT audit (in line
with 2022 Annual Work Program) on the topic
"Agricultural registers in the Ministry of Agriculture,
Forestry and Water Economy and the Food and
Veterinary Agency and the use of registers for
effective exercise of rights and obligations of
agricultural holdings" to answer whether managing
of and controls in the systems and registers enable
effective managing and monitoring of subsidization
of agricultural holdings.

The Ministry of Agriculture, Forestry and Water
Economy (MAFWE], the Food and Veterinary Agency
(FVA) and the Agency for Financial Support of
Agriculture and Rural Development (AFSARD) have
established IT systems for managing registers
under their jurisdiction, but the registers and the
controls in the registers do not provide effective
management of the process of exercising rights
and obligations of agricultural holdings.

With the performed audit, we identified certain
shartcomings as follows:

-> the register of state agricultural land is
maintained manually in tables at local level,
although there is an IT system in place,
which is not updated with all data on leased
state agricultural land;
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—> the wine register is kept at local level and

no summary report is generated at national
level;

- the single register of agricultural

holdings (ERZS) does not incorporate
sufficient  appropriate  cross-checks
with the corresponding databases of
other institutions, and thus agricultural
holdings are granted privileges (bigger
financial support) through other programs
implemented by the Ministry of Agriculture;

- MAFWE has not established controls for

avoiding double funding of agricultural
holdings by state support due to absence
of records of granted state aid;

- only 30% of planned IT job positions have

been filled out in MAFWE, VFA and AFSARD
and there are no appropriate IT policies and
procedures in place;

computer  equipment and
operating system that is no longer
supported by the manufacturer are used in
MAFWE and VFA,

—> data exchange between registries is done

outside the interoperability platform;

- MAFWE IT system is not fully recovered

from the cyber-attack and is not able to
download data from VFA register; and

-> lack of business continuity plan in MAFWE

and VFA, which makes key systems and
services vulnerable.

To overcome the above shortcomings, we made
recommendations for measures and activities
by competent persons and institutions aimed at
establishing effective policies for administering
IT systems and registers in MAFWE, VFA and
AFSARD, for improving the records of granted
state aid in agriculture and rural development,
state agricultural land as well as sustainable
management of subsidization of agricultural
holdings.

5.9.2 EFFICIENCY OF PUBLIC
REVENUE OFFICE IT
SYSTEM FOR ADMINISTRATION
OF PUBLIC FEES

We carried out performance IT audit on the topic
“Effectiveness of the Public Revenue Office (PRO) IT
system for administration of public fees” to answer
whether the design of PRO IT system enables
efficient, complete and sustainable management
of public fees.

The Public Revenue Office has set up an IT system
for managing public fees, but the design of the
system as a whole does not ensure efficient
and sustainable management of public fees
administration process. Therefore, it is necessary
to take additional measures and activities for
modernization of the system to provide more
reliable and secure environment for information
and data, as well as new digitized services for
institutions, taxpayers and citizens.

With the audit, we identified certain shortcomings
as follows:

—> data on taxpayers are divided in several
databases, i.e. there is no data integration,
which leads to untimely data processing
and generation of information for making
appropriate decisions;



—> the main database is built on an older
generation platform without maintenance
or possibility for upgrade and connection
with other databases in real time;

—> data on taxpayers cannot be generated
through a single system - integrated
system through an aggregated application
environment, and generation of updated
tax information for all stakeholders is not
possible without additional activities of the
employees / IT employees in PRO;

- the current number of IT employees is
not sufficient for normal functioning of
the IT system, the adopted guidelines
for IT security are outdated, and there
is no monitoring of their application and
implementation.

Data exchange between PRO IT sub-systems
and data exchange with external IT systems
(registers) ensures completeness and accuracy
in efficient manner. Data exchange is done in line
with agreements that have been signed a while
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ago. However, there is insufficient data exchange
through the interoperability platform due to lack of
trained IT employees for creating procedures for
application of web services. Manual entry/change
of taxpayer data is possible without double control
of the initial entry/change of taxpayer data.

PRO has not secured backup location with
spatial and technical prerequisites for continuity
of operations in post-disaster conditions, nor
has provided for activities in such cases. Some
computer equipment in PRO has older generation
of operating system, and certain number of anti-
virus licenses are missing.

To overcome the above shortcomings, we made
recommendations for measures and activities
by competent persons and institutions aimed at
establishing effective policies for administering
PRO IT system, and thus for improving records
of taxpayers, tax obligations and sustainable
management of public fees.
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JUDICIARY AND
RULE OF LAW

16 PEACE, JUSTICE
AND STRONG
INSTITUTIONS

5101 EFFECTIVENESS OF IMPLEMENTATION
OF THE STRATEGY FOR REFORM OF THE
JUDICIAL SECTOR 2017 - 2022 AND THE

ACTION PLAN OF THE STRATEGY

We carried out performance audit on the topic
“"Effectiveness of the implementation of the
Strategy for Reform of the Judicial Sector 2017 -
2022 and the Action Plan of the Strategy”, in line
with the Annual Work Program for 2022.

The audit objective was to answer the question
‘Do measures and activities defined in the Action
Plan contribute to the achievement of objectives of
the Strategy for Reform of the Judicial Sector 2017-
20227

The Strategy for Reform of the Judicial Sector 2017-
2022 is the basis for continuing the reforms in the
judicial sector in the Republic of North Macedonia
for fulfilling recommendations of the EU Progress
Report on the Republic of North Macedonia, Chapter
23 - Justice and fundamental rights.

The audit concluded that out of 130 measures
contained in the Strategy and the Action Plan,
only 52% are fully implemented, 34% are partially
implemented and 14% are not implemented.

This is due to the inadequate definition of
measures for achieving objectives, absence of
clear and measurable indicators, unrealistic
deadlines, planned financial resources, insufficient
coordination of institutions/competent bodies
responsible for the measures and activities.

Fiscal implications for the Budget of the Republic of
North Macedonia for 2018-2021 were foreseen for
the preparation and adoption of the Strategy with
Action Plan 2017-2022 in addition to planned IPA
funds and other foreign aid.

With the audit and data analysis in the Ministry
of Justice, the Ministry of Finance-CFCD and the
Judicial Budget Council, from the planned Budget
funds amounting to 366 million denars for financing
15 measures, only 74 million denars (20%) have been
used as of 31 December 2021.



20% realization
of planned funds for

financing Strategy
measures

366.298
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No funds are foreseen for
measure 314-1in the Action Plan

1.827.000 denars from the
Budget have been paid for
this measure

Low degree of realization of planned
funds for the measure - Construction
of new premises, i.e. 40% not realized
funds and 85% not used funds for the
measure - Providing separate premises
for public prosecution offices that are
located in the courts

13.781.000 denars

realized more
than planned
funds providing
equipment;

18.000

Providing premises for
courtrooms and offices of
the Administrative Court

H Total planned Budget funds
Total realized Budget funds

The low degree of realization of planned funds is
due to not realized planned funds for measure
2.2.8-2 - Construction of new premises, which
represent 40% of the planned funds, as well as not
used funds provided for by measure 41.3.5-1- Public

Prosecutor's Office of the Republic of Macedonia,
for premises and separation of public prosecution
offices from the courts, where 15% more funds
were planned than needed.
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ACTION PLAN MEASURES
FOR 2017-2022 FINANCED

— BY THE BUDGET OF THE
Fwe | REPUBLIC OF NORTH
MACEDONIA
23.500

1.080

N

Regular audits of the
functioning of AKMIS by
independent auditors

5418

]

Introduction of legal
provisions, employment and
staffing of departments,
organization of specialized
trainings

800
.

Implementation of a

media campaign for
familiarization of users with
the free legal aid system

Employment of professional
staff, formation of new
organizational units,
provision of technical
spatial conditions

3172

m

Formation of organizational
units for managing the
system of courts and public
prosecution offices

180

146.000

Construction of
new premises

5.000

1 I

Increased state budget
that will correspond to the
new free legal aid system

1400

Public opinion survey

Signing Memorandum between
Chamber of Mediators of

the Republic of Macedonia
Academy for judges and public
prosecutors, Chambers of
Commerce and Ministry of
Justice

B Total planned Budget funds
Total realized Budget funds




ACTION PLAN MEASURES FOR

0 2017-2022 FINANCED BY THE
Aol | BUDGET OF THE REPUBLIC OF
NORTH MACEDONIA
26.052
3.000

=

Formation of working
groups for reforms in

several areas practice

Operationalization of
the legal solution in
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8.300

Strengthening capacities for
budget planning and financial
management

117.000

1596

Provision of premises for
public prosecution offices
thatare located in the
premises of the courts

Employment of
professional staff in line
with legal criteria

18.000

Provision of premises for
courtrooms and offices of
the Administrative Court

Provision of equipment

B Total planned Budget funds

Total realized Budget funds

In terms of monitoring and reporting on the
implementation of activities for fulfilling Strategy
objectives, the auditors ascertained shortcomings
in the functioning of the competent body Council
for Monitoring Implementation of the Strategy, as
well as in its operation without Methodology for
monitoring and evaluating results of implemented
measures and activities in place.

With the audit we gained reasonable assurance
that measures and activities defined in the Action
Plan partially contribute to the achievement of the
objectives of the Strategy for Reform of the Judicial
Sector 2017-2022.
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YOUTH AND SPORTS

5111 YOUTH AND SPORTS AGENCY

We carried out audit on the financial statements
together with compliance audit of the Youth and
Sport Agency for 2021.

With  the performed audit, we identified
shortcomings that point to inconsistencies in the
operation of the Agency, as well as shortcomings
that affect the objectivity and reliability of the
financial statements, as follows:

- lack of adequate internal controls in place
for the use of funds transferred to the
National Sports Federations (NSF) and for
the financial statements on the realization
of NSF activities; Incomplete internal audit
with adequate staff and lack of activity of
the inspection service enables irregularities
and weaknesses in the operation and
makes it impossible to detect and correct
these irregularities and weaknesses in a
timely manner;

—> responsible persons in the Agency as
well as the Sports Council have not set
up appropriate methodology for creation
of NSF ranking lists, i.e. they have not set
criteria for allocation of funds, for the
method of decision-making and for control
of accuracy of data in requests submitted
by NSF;

- five-year program for development of
sports in line with Article 23 of the Law
on Sports has not been adopted by the
Government of the Republic of North
Macedonia to determine the objectives
and priorities for development of sports,

the need for specialized staff, the scope
of international cooperation, as well as
necessary funds and criteria for allocation
of funds. Consequently, the amounts for
financing NSF operation by the Agency is
done based on judgment by the persons
involved in this process;

not established proper criteria for
allocation of funds from the programs in
accordance with Article 24 of the Law on
Sports and lack of a system of objective,
proportional and fair financial support
for NSF in accordance with short-term
and long-term priority activities. Signed
agreements do not contain provisions for
specifying the purpose of approved funds.
At the same time, the budget funds were
allocated incorrectly by individual NSF;

lack of prescribed form and contents of the
financial statement prepared by NSF for
earmarked spending of funds together with
financial documentation as confirmation for
incurred expenditure and efficient financial
control, thus creating an opportunity for
use of the funds for other purposes than
those approved in the signed agreements;

weaknesses in the distribution of vouchers
and control of expenditure on this basis. In
accordance with Article 30a of the Law on
Profit Tax, taxpayers are provided with tax
reliefs, i.e. reduction of the calculated profit
taxin the amount of donated funds to sports
entities, up to max 50% of the calculated tax
based on a voucher issued by the Agency.
In 2021, for purposes provided for in Article



14-d to 14-e of the Law on Sports based ona
voucher issued by the Agency, the state has
waived collection of 616.920.000 denars of
profit tax, which are distributed with issued
vouchers to 46 NSFs, 664 sports clubs and
174 individuals and the earmarked spending
of these funds cannat be confirmed due to
the lack of effective control of funds paid
and necessary documentation. Given that
voucher holders have the obligation to find
a taxpayer interested in donating funds to
exercise the right to tax exemption, there
is a risk that some donated funds will
be returned to the taxpayer in a mutual
agreement;

some financial statements for funds
transferred to NSF do not contain complete
documentation for all funds received by
the Agency, documents based on foreign
currency bank withdrawals and documents
on trips abroad by sportspersons are
disorganized or completely missing and
cannot be linked to expenses incurred,
some NSF pay excessive amount of funds
for managers of federations, and transfer
of funds from earmarked NSF accounts to
sports clubs is carried out without adequate
documentation on the realized expenditure;

weaknesses and shortcomings in the
inventory of assets and liabilities; significant
amount recorded as investment, for which
we did not receive adequate explanations
on the objectivity thereaf;

part of the expenditure for procurements
in the amount of 4.348.000 denars without
public procurement procedures in line with
the Law on Public Procurements, creates
the opportunity for NSF to recognize
expenditures in the financial statements
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at prices higher than the market prices,
and thus do not provide for economy in
spending budget funds;

for realization of capital investments of the
Agency in six buildings, there is a significant
delay in the realization of construction
works, and the completion of these
buildings is also uncertain.

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

—> Eight court proceedings have been initiated

in which the Agency for Youth and Sports
is the sued party based on claims for
damages, debt from invoices as well as
for determining the right to ownership in
total amount of 275149.000 denars. There is
uncertainty about the financial implications
of the proceedings on the operation of the
Agency.

There is an inappropriate solution in the
Law on Sports for inclusion of the University
Games, which provides for sportsman who
have not achieved high results to exercise
the right to monetary compensation from
world category, even though competitions
at these games are not at the level of world
and European championships.
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ENVIRONMENT

GOOD HEALT
AND WELL-BEING

/e

5121 ENVIRONMENTAL TAXES IN
FUNCTION OF EFFECTIVE
IMPLEMENTATION OF
ENVIRONMENTAL

PROTECTION POLICIES

We conducted performance audit on the topic
“Environmental taxes for effective implementation
of environmental protection policies” to answer
whether environmental taxes contribute to the
improvement of the quality of the environment and
rational use of natural resources.

According to official statistics, environmental
taxes are classified into four categories: pollution
taxes, resource utilization taxes, energy taxes and
transport taxes.

From all environmental taxes, the audit covered
pollution taxes and resource utilization taxes
as well as part of the environmental taxes on
transportation, which in the period 2019-2021
amount to 838.142.000 denars.

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

The strategic and normative framework, the
compliance of the national with EU environmental
legislation, the introduction of “polluter pays"
principle, the introduction of environmental fees
and the investments in different areas ensure some

progress in the implementation of policies, but it
is not sufficient for improvement of environment
quality and rational use of natural resources.

There is no integrated approach in solving
environmental problems at national and local level
and administration of environmental fees done by
several institutions does not provide for insight by
the Ministry of Environment and Physical Planning
(MOEPP) as the responsible body for implementation
of the environmental policy.

The “polluter pays" principle is not followed in
determining the amount of fees. Competent
entities do not calculate the variable part of the
fee for water discharge; fixed amounts of waste
management fees are set; the fees for integrated
environmental permit are not within the legal
limits by emission points; and municipalities do
not have equal approach in determining the basis
for calculation of the service fee for collection,
transport and disposal of municipal waste.

There is no single information system with
information and data from all institutions involved
in the process of calculation and collection of
fees and no regular institutional communication
and coordination for data exchange. The State
Environmental Inspectorate does not have the legal
authority to sanction debtors that have not paid the
fee, which impedes administration of revenue from
environmental fees.

For the period from 2020 until the date of reporting
on the audit, no revenue was generated in the
Budget of the Republic of North Macedonia based
on fees for water use and water discharge of water
in the amount of 101.616.000 denars, for which



agreements were signed. The share of non-revenue
water at national level of 6046% is significantly
higher than EU countries (30%).

Due to not issued/immediately issued decisions
for payment of fee for possession of A-integrated
license, untimely and incomplete claims, less
revenue has been realized in the budget of MoEPP
as of 31 December 2021 (unpaid receivables
amounting to 9453.000 denars and written off
30.273.000 denars).

AGING
STRUCTURE OF
RECEIVABLES

24%

8%
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Only 37% of the municipalities earn revenue based
on fees for municipal waste management, and
these funds should be used for implementation
of regional plans and objectives for managing this
area.

The central laboratory for environment is nat fully
accredited and due to not established cooperation
with MoEPP, the State Environmental Inspectorate
uses services of private accredited laboratories,
which also perform measurements and prepare
reports on pollutants.

91%

M before 2019 M 2019

2020 M 20
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It is not possible to provide an indicator on the
degree of utilization of funds from environmental
fees for financing environmental activities.

In the period 2019-2021, programs for investing in
the environment have realization of 62.7%. Due to
lack of measures taken by contracting parties,
contracts for realization of Water Management
Program projects amounting to 6.520.000 denars
were terminated.

Funds from MoEPP budget are not sufficient
for financing activities in the area of air and
nature protection. At local level, planned funds
for environmental protection do not ensure
implementation of the planning documents and
implementation of activities in priority zones and
agglomerations.

Due to absence of an integrated approach in the
allocation and use of environmental fees, according
to data from the State Statistical Office, investments
and costs for environmental protection have
insignificant share in GDP of 0.6% in 2020.

To increase the effectiveness of environmental
taxes as an instrument that will contribute to
the improvement of the quality of environment
and rational use of natural resources, we made
recommendations for additional activities in the
integrated strategic planning at national level,
setting up appropriate and consistent policy for
administration of fees in line with the "polluter pays"
principle and correct and proportionate allocation
of funds exclusively for financing environmental
activities.

(ijf; r?grffs INVESTMENTS IN
ENVIRONMENT 8.394.466
6.979128 /
5.93.086 4401807
IN.
2.944 369 \ 3.911.333

1.689.899

2013 2014 2015 2016 2017 2018 2019 2020

Source: State Statistical Office




AGRICULTURE, FORESTRY
AND WATER ECONOMY

5131. MINISTRY OF AGRICULTURE,

FORESTRY AND WATER ECONOMY

We conducted audit on the financial statements
together with compliance audit of the Ministry of
Agriculture, Forestry and Water Economy for 2021.
We ascertained several shortcomings including the
following:

- the Department for financial affairs has

inadequate segregation of responsibilities
and incomplete implementation of activities
and recording of financial documents in
multiple records that are not harmonized:

the need for employment stated in the
Annual Employment Plan is inconsistent
with the number of persons hired with a
fixed-term employment through private
employment agency on a contract-to-hire
basis;

there are weaknesses in the functioning
of the IT system of the Ministry due to
lack of IT staff, absence of IT strategy and
policies, absence of complete records of
the software and hardware available to
the Ministry, non-functionality of some
equipment and not signed contracts for
maintenance of the IT system and some of
the applications;

part of the registers under jurisdiction of
the Ministry are not mutually compatible
and are not linked: there is no integrated IT
system in place;

landpolicy, managingandleasingagricultural
land are not conducted in efficient manner
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because internal procedures have not been
adopted, functional land register has not
been established and there is no complete
data in the records of the regional units for
land leased and lease payments;

forestry and hunting department is faced
with lack of professional staff in the field
of law and forestry, there are no plans for
implementation of strategic documents, the
main planning documents are not adopted
and forest cadaster is not established;

the implementation of capital projects
for construction of water infrastructure,
financed with Budget funds, is not
consistent with the agreed dynamics and
value, and thus annexes are signed;

due to untimely implementation of a project
for construction of irrigation system
with loan funds, the budget participation
and costs for consulting services have
increased, and commissions have also
been paid for non-withdrawn funds from
loans for several projects in the amount of
323.000 euras;

the inventory of assets, claims and liabilities
is incomplete and inventory reconciliation
was not done. Tangible and intangible
assets and tangible assets in preparation
are incomplete. For the majority of claims
there are no analytical records by client, no
data on the basis and the aging structure of
receivables and no data whether action has
been taken for collection thereof;
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—> obligations to suppliers are not recorded

in the accounting records to allow timely
and accurate presentation in financial
statements, and long-term obligations for
loans paid by the Ministry are not recorded
in the ledgers;

-> inconsistencies were detected in the

application of provisions of the Law on Public
Procurement in relation to inappropriate
criteria for evaluating quality of the most
economically advantageous offer, which
affects the competition in the procedures;

- 72415.000 denars have been paid for

executive decisions, of which 51% are paid
interests and costs in proceedings, and
salary supplements have been paid to
forest policemen for more working hours
than approved.

—> only 12.6% of the Program for Phytosanitary

Palicy for 2021 are implemented, mostly
for payment of compensation to
expert commissions for registration of
phytopharmaceutical products;

-> procurement and issuance of consignment

notes for cut wood and control stamps for
putting flour into circulation are carried out
without accounting records and control;

- payments were made to the account of

the Ministry for compensation on extended
reproduction of forests in the amount
of 4508.000 denars, which were not
transferred to the Budget.

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

- during 2022, cyber-attack was carried out

on the Ministry's IT system, which lost/
locked all documents and records, as well
as e-mails of employees;

during 2021, 9.573.000 denars were paid for
177 executive decisions following lawsuits by
employees for unpaid benefits provided for
by law and the collective agreement;

capital projects for adaptation and
construction of filter stations for drinking
water and access road to the station
are implemented with the budget of the
Ministry, while it should be done through
the municipalities;

The Ministry appears as a defendant in 124
court proceedings that request recovery
of 434.245.000 denars, of which 77% are
proceedings initiated by legal and natural
persons for compensation of material
damages based on termination of lease
agreements;

in 2021 and 2022, several criminal charges
were submitted to the competent
institutions due to suspicions of illegal
conduct of some employees in the
performance of work-related activities.
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513.2. CRISIS MANAGEMENT AND
FIRE PROTECTION SYSTEM

We conducted performance audit on the topic
‘Crisis management and fire protection system’ to
answer whether the fire prevention and protection
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system enables effective preservation of the
environment, the health and people’s lives.

The fires that occurred on the territory of the
Republic of North Macedonia in the period 2019-
2021, caused enormous damage to the environment.
During that period, an area of 29.224,51 ha or 3% of
the total forest area in the country was burnt and
wood mass of 594.009,68 m3 was destroyed.
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According to the Annual Reports of PE “National
Forests', the material damage caused by fires is
large and amounts to:

denars denars

2373138 &D

denars

Data indicate that it takes 50 years to renew burnt
area.

The audit on the legal framework that regulates
the system and national policies for fire prevention
and protection revealed slow pace of adoption of
strategic and program measures for fire protection
and rescue. There are no development projects
and no preventive and operational activities and
procedures for the participants in the Protection
and Rescue System. In addition, there is an
uncoordinated approach at local, national, regional
and international level in dealing with the dangers
of natural disasters and other accidents.

We also found that since 2018, the five-year National
Strategy for Protection and Rescue and the annual
programs for protection and rescue are not
adopted. In 2019, the Government adopted National
Platform for Disaster Risk Reduction, but without an
Action Plan for the audited period (2019-2021).

The Law on Forests provides for an obligation
for the Government, upon proposal of the
Minister of Forestry, to adopt a National Plan for

management of wildfires. Even after 9 years since
the enforcement of this obligation, the Plan has not
been adopted yet. For the implementation of the
National Plan, the Government should have formed
a National Committee in 2013. The Committee was
never established, and in the draft version of the
new Law on Forests, which is being prepared, this
body is not foreseen.

Pursuant to the Law on Protection and Rescue,
there is an obligation to adopt an Assessment
of threats from natural disasters and other
accidents at central and local level as prepared
by the Protection and Rescue Directorate. The
auditors point out that the valid Methodology on
the contents and method of hazard assessment
and protection and rescue planning was adopted
in 2006. The Methodology does not consider
development of the method and procedure for the
process of mapping, analyzing and assessing risks,
and it does not contain timeframe for an update of
the assessment.

With the performed audit, we found that conditions
for prevention and early warning of wildfires,
timely operative action for putting out wildfires,
as well as measures for reducing and remediating
consequences of fires and restoration of the
environment are not completely fulfilled.

In 2018, the government passed a Decree on early
warning, method and procedures for early warning
and actions of the population, but it is not applicable
because the early warning system, which dates
back to 1980, is not functional.

The Decision on the type, number, personnel and
material composition of rapid response teams
adopted by the Government and the Decision
on regional deployment of rapid response
teams adopted by the director of the Protection
and Rescue Directorate in 2006, provided for
establishment of eight teams for protection and



fire rescue. The Protection and Rescue Directorate
formed the fire protection teams, but the regions
in which they were formed do not correspond to
the regions specified in the Decision. Instead of
planned fire protection teams in Tetovo, Veles,
Shtip and Strumica, teams were formed in Berovo,
Valandovo, Gostivar and Vinica.

The audit found differences in the amount of
compensation provided for by the Decree on the
amount and method of compensation of citizens
in the execution of rights and duties for protection
and rescue. The percentages for calculation of
compensation of the persons engaged in the rapid
response teams were determined in accordance
with their titles, but the basis for calculation of the
percentages was not determined.

The method of financing the activity performed
by the territorial firefighting units (TFFUs) affects
their functioning, and the current HR and technical
capacities are insufficient.

The audit determined that the act on
systematization of PE “National Forests" provides
for 250 job positions for forest guards. However,
due to absence of criteria for assignment, some
subsidiaries have insufficient number of forest
guards, while one subsidiary will be left without
forest guards in the next year due to retirement of
current ones.

The total number of firefighters planned in all TFFUs
is 1423 and currently there are 994 firefighters?.
The audit found that the legal regulation does not
provide for the number of professional firefighters
in line with the size of the area covered by the
TFFU, the degree of danger from fires, the type of
buildings to be protected, the number and size of
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firefighting units in legal entities and the number
and size of volunteer firefighting units.

Inadequate training of the protection and rescue
forces reduces the efficiency of the institutions in
dealing with wildfires.

The persons who manage actions for extinguishing
fires are obliged to pass professional exam for
manager of action for extinguishing fires and
saving people and property, in accordance with
the corresponding Training Program, within three
months from the day of acquiring that capacity.
The exam is taken before a Commission formed by
the director of Protection and Rescue Directorate.
During the audited period the Commission has not
been formed.

With the entry into force of the Law on Firefighting in
2017, TFFUs have been decentralized and transferred
from the Ministry of Interior under jurisdiction of
the municipalities. Therefore, part of the financial
resources for salaries and allowances continued
to be provided from the budget of the Ministry of
Interior. From 2019, by Decision of the Government,
these funds are transferred through the account
of the Ministry of Defense. The amount of the
subsidies is based on the number of firefighters at
the time the municipalities assumed this authority
in 2005. According to current legal obligations, the
municipality is obliged to provide funds for salaries
of firefighters when hiring additional firefighters
from its own budget. For the municipalities that
have low revenue this legal provision is a limiting
factor for hiring firefighters and it can have
unfavorable effect in need of quick response and
timely prevention of wildfires.

21 Source: Information on the needs and Action Plan for increasing efficiency of the protection and rescue system in dealing with

fires in the upcoming season
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Due to ascertained inconsistencies in the
compliance with the legal obligation for increasing
salary of professional firefighters due to the
type and nature of the work they perform, some
firefighters have started legal proceedings before
the competent courts, which ended with verdicts
in their favor. In the period 2017 - 2022, almost
148 million denars were paid by the audited
municipalities based on principal debt, court and
attorney fees.

Auditors ascertained similar situation in the Crisis
Management Center, where due to incomplete
compliance with legal provisions for compensation
of employees who performed tasks in shifts and
on call duty, legal disputes were initiated before
competent authorities, which ended in favor of the
employees. In 2020-2021, on that basis the Crisis
Management Center has paid 9 million denars for
principal debt, interest and executors.

Systemic  weaknesses were also identified
in relation to the imprecise regulation of
competences for confirming realized revenue from
insurance companies, as well as lack of provision
for supervision over payment of funds for extended
reproduction by entities that manage forests in
state and private ownership and legal entities
for wood trade. The audit ascertained unpaid 379
million denars into the Budget of the Republic of
North Macedonia on that basis.
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513.3. IRRIGATION WATER USE

We conducted performance audit on the topic
“Irrigation water use" to answer the question
whether irrigation systems are well managed and
to provide recommendations for improving the
conditions forirrigation water use and management
of irrigation systems. The audit covered the period
2019 - 2021.

We ascertained that adopted policies and measures
and activities taken by the competent authorities
and holders of water management activities do not
ensure rational and efficient use of irrigation water
and good management of irrigation systems.

The current model for managing the systems,
the imprecise and incomplete implementation
of legal provisions, the scattered competences
and insufficient capacities of institutions, the lack
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of main planning documents and not identified
strategic objectives and priorities for water
management resulted in failure to achieve the
objectives for economic management, Uuse,
operation and maintenance of irrigation systems.

Almost all available funds of 92.2 million euros from
the Budget of the Republic of North Macedonia and
193 million euros from loans are earmarked for
construction of multi-purpose hydro systems and
recanstruction of irrigation systems. Commitment
fee was paid for unused credit lines due to untimely
start of activities and slow dynamics.

Due to absence of objective criteria for selection of
projects financed with Budget funds, priority was
given to implementation of construction projects
from three regions, and no funds were provided for
the other regions. Only 1% of provided funds were
allocated for rehabilitation of dams and irrigation
systems as shown in the chart below:
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PROJECTS FINANCED FROM BUDGET

5.667.536
denars

(92.2 million euros)

funds for construction
and reconstruction

of irrigation
systems

© 67:301.000 denars
or
11 million euros

systems

o 44,696.000 denars
or
0.7 million euros

A\ 1% rehabilitation of
dams and irrigation

@ 5.555.539 denars

Y
1% preparation of

feasibility studies
and projects

A\ o construction

activities have
started

We identified slow realization and incomplete
fulfillment of objectives for construction and
reconstruction of water supply infrastructure in

FUNDS FOR CAPITAL INVESTMENTS IN
WATER INFRASTRUCTURE
2015-2025 PLAN

Construction of irrigation system Raven Recica

. o deadline for completion September 2023

(90.3 million euros)

98%
signed contracts
since 2016

[ ]
Construction of Konsko dam

the project is in the final phase

deadline has been extended for 2 years

80% realization of planned works

The contract value exceeds the

estimated plan value by 72%
(2.695411.000 denars)

A uncertain realization

O 607 realization of planned works

s difficulties with land expropriation

% resistance from the local population
to build the system

Construction of Rechani
dam

o deadline for completion
September 2024

20% realization of
planned works

uncertainty about
meeting agreed
deadline

the country funded by loans from foreign banks or
international financial institutions as, shown in the
following chart.



én 000 SIGNED LOAN
enars
AGREEMENTS
8

Irrigation project of the southern
region of Vardar - 2002

© 6.6 million euros used loan funds
in 2002 roguHa - first phase

Project for the improvement
of water utilization in Zletovica
river basin - 2003

O first phase used credit of
over 74 million euros, put
into use in 2013

O second phase (construction
of irrigation system) funds
from grant of 1 million euro
for preparing technical
documentation

O estimated value of the
irrigation system -
26 million euros
new loan agreement

Irrigation Rehabilitation and Restructure
Project - 1997

© 2 loans used - 9 million euros

A for rehabilitation of the systems in
Bregalnica, Tikves and Polog -

maintenance is neglected, installed
equipment is removed

193
million
euros
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Vardar River South Valley Irrigation Project
- secand phase - 2016

O 10.3 million euros
used loan funds in 2011 - second phase

no contracts signed with agricultural
cooperatives; in 2022 water for irrigation

delivered generates high electricity
costs

North Macedonia
Irrigation Program - 2019

O 80 million euros
signed loan agreement

O rehabilitation and expansion of
4 irrigation systems along the
Vardar river valley (irrigation of
14.000 hectares of crops)

no implementation of the program
(consultant selection phase)

no loan funds withdrawn 80.000
euros annual commission
for non-withdrawn funds

Project Dam with connected facilities
as part of the hydro melioration system Lisice
-2002

O 9.8 million euros
used credit funds
project for construction of HS Lisice
- first phase

O  second phase foreseen in 2019 Irrigation
Program

A implementation still not started
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We ascertained uneven distribution of funds and 5.667.556.000 denars, 3.250.507.000 denars have
low degree of realization of projects from the Plan been paid by June 2022, which is 16% of the planned
for investment in water management infrastructure amount (see graph below).

2015-2025. Of the total agreed investments of

PLAN FOR INVESTMENT
IN WATER
INFRASTRUCTURE
2015-2025

in 000 denars

planned signed
funds agreements

planned  realized
projects  projects

Construction

e 21 2 14.837491 4.645.767 @
Construction

of irrigation 3.909.700 909.772

systems

R?gabilitatign
of dams an
irrigation systems 1476.870 67.301
Studies
and projects 120104 44696 »
19.880.164 3.250.507 @

total funds planned total funds realized

In addition, we point out that the ongoing are continuously decreasing. 2/3 of the agricultural
maintenance of current outdated and partially non- areas are either irrigated outside the systems or
functional systems is neglected for the most part, not invoiced (see chart below).

and thus irrigated areas with the irrigation systems



IRRIGATED
AREAS AND
WATER USERS
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| data from_ 178125
State agricultural holdings
320.738 hectares Statistical l
used agricultural land Office .
2016 [ﬁﬁ‘ f“l

!

A

2/3

of the areas are
irrigated outside
the systems
and/or are not
recorded by those
performing water

84434 hectares
irrigated area

management 2]
activity
data from
\ those
performing
water
24466 hectares  Management
presented activity
irrigated area 2021
A A

17% of total area (144.894
hectares) kequipped with
irrigation systems, is irrigated
through water management
operators

About 80.000 farmers annually
irrigate about 60.000 hectares
of agricultural land outside the
irrigation systems with their
own systems or they are not

presented oby operators of
water management activities

A\

holdings that carried
out irrigation

o
-~
/'/\

A

2/3

of the total number
of farmers irrigate
outside the systems
and/or it is not
invoiced by those
performing water
management activity

113.017

35.333
presented
water users

A

The poor condition of the systems
forced 63.691 farmers to invest in
their own well systems

or 1/2 of those who actually
irrigated (according to the last
census of agriculture in 2007)
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Despite the activities taken by employees of JSC
Vodostopanstvo branch offices, due to lack of
financial resources, personnel, machinery and
equipment and spare parts, they were not able to
carry out planned maintenance activities and ensure
full functionality of the systems. Although budget
programs allocate funds for other investments in
the water management infrastructure, the degree
of realization of planned activities is low due to
inefficient implementation of public procurement
procedures by JSC Vodostopanstvo.

In addition, the prices for irrigation service do not
ensure sustainability, i.e. covering costs of ongoing
system maintenance and proportional invoicing
of users, and the established method of invaicing
does not ensure complete regulation and collection
of fees.

JSC Vodostopanstvo continuously plans over 7000
m3 of water per hectare, although the norm for
irrigation of crops that require most intensive
irrigation is 4788 m3 of water per hectare, and most
crops require much less water. On the other hand,
about 20% less areas than the planned ones are
continuously irrigated, while several times larger
quantities of water consumed are presented for
the same areas. This, for the most part, is due to
not established controls on water consumption,
poor conditions of the systems and inadequate
planning. Namely, not only have disproportionately
high quantity of water per unit area been planned,
but in reality, even larger quantities have been
consumed, significantly above the quantity that is
actually needed for irrigation of the same areas, as
shown in the following graph:




PLANNED AND
AREA IN HECTARES

Vo9

b

18% 88% 85%
realized realized realized
plant plan plan
2019 2020 2021
PLANNED AND

CONSUMPTION IN M?* PER HECTARE

9

o
N

470% 76% 184%
realized realized realized
plan plan plan
2019 2020 2021

Considering that the irrigation fee is collected with
a fixed amount in accordance with the reported
area and crops, i.e. the actual quantity of water
consumed is not considered. This means that the
water consumed over the fixed amount is lost and
no revenue is collected for the same. The situation
was alarming in 2019 and 2021, when more than 451
million m3 (2019) and 92 million m3 (2021) of water
was consumed more than planned. If we calculate
that amount of water with the above norm,
intensive irrigation of additional 113.000 hectares
could have been ensured in those two years, and
according to the lowest price of 2000 denars per
hectare, it amounts to at least 226 million denars
or about 3.6 million euros of lost revenue for JSC
Vodostopanstvo.
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PLANNED AND
CONSUMPTION IN 000 M?

189136

364% 67% 157%
realized realized realized
plan plan plan
2019 2020 2021
A 35 MILLION EUROS LOSS AND SAVING

LOST REVENUE OF WATER IN 000 M?
4788 m3 per hectare - norm for
water consumption for crops
with most intensive irrigation

5 times more water
consumed per hectare
than planned in 2019

20% less irrigated A
areas than planned
364% more water consumed
than planned in 2019

Irrational use of water It was
possible to irrigate 7 times larger
area in 2019 and 3 times larger in 2021

In addition, competent institutions face continu-
ous shortage of quality and professional staff. JSC
Vodostopanstvo has unpaid claims from users of
significant amount and unpaid obligations to sup-
pliers, the state and the employees. Some public
water companies, whose hydro systems are in-
complete and do not function at full capacity, face
continuous lack of financial resources for regular
operation and servicing of credit obligations, and
therefore they use funds from the Budget of the
Republic of North Macedonia. Concurrently, they
realize consistent operation losses, which amount
to over 1.3 billion denars or over 20 million euros in
the last three years.
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As of 2021, JSC Vodostopanstvo has not paid
56.571.000 denars to the Budget of the Republic
of North Macedonia based on VAT and water use
fee on several grounds in the amount of 30150.000
denars.

The poor condition and poor management of the
systems results in additional financial burden on
the providers of irrigation services due to payment
for damages and lawsuits from users based on
drying or flooding of plantations and crops. In 2022,
PE Strezevo has paid about 61 million denars or
almost 1 million euros based on damages, and JSC
Vodostopanstvo has court proceedings based on
damages in the amount of 142.070.000 denars or
approximately 2.3 million euros.

The total current value of the water management
facilities, plants and equipment of water
management operators amounts to over 210 million
euros. However, due to incompletely taken over
irrigation systems and incomplete records, this
sum does not reflect the total amount and value of
the irrigation systems on national level. The value
of reconstructed irrigation systems of the South
Vardar Valley project in the amount of 1109.701.000
denars, as well as the reconstructed dams for which
there is no value data, are not put in the records
of JSC Vodostopanstvo. In addition, unregulated
property and legal relations and unsecured title
deeds make it impossible to exercise the right to
ownership and possession.

We point out that, according to the Commission
on Dams, there is an urgent need for rehabilitation
of several dams managed by JSC Vodostopanstvo,
which have not been maintained and repaired for
a long time and their stability and reliability are
not monitored. Some of these dams have been
neglected to a level that makes them vulnerable
with unacceptable risk to the environment.

Existing registers and databases on possible and
irrigated agricultural area and users of irrigation
water are not compatible and up-to-date. Thus,
there is no synchronized information on the degree
of utilization as well as on the actual need of
irrigation systems.

There is no complete and up-to-date record
of issued permits for water right, large part of
irrigation water is used without secured permits,
and there is no system for monitoring consumption
and water balance on national level, particularly for
underground water reserves. JSC Vodostopanstvo
has obtained 13 water right permits only for part
of the larger reservoirs and irrigation systems,
while it has obtained 64 permits for extracting
sand, gravel and stone from rivers, which points to
inappropriately established priorities.

Lack of control system in water management,
not measuring consumed quantity and quality of
irrigation water, inadequate planning and poor
condition of systems that were built 50 years agpo,
lead to irrational and inappropriate water use, as
well as deterioration of the water quality.



WATER SUPPLY
AND UTILITIES

5141. PUE KOMUNALEC SVETI NIKOLE

We conducted audit of the financial statements
together with compliance audit on the Public Utility
Company "Komunalec" Sveti Nikole for 2021.

The most significant shortcomings ascertained
with the audit are listed below:

- lack of written procedures with clearly
defined and segregated competences
and responsibilities for the important
activities related to economic operations:
flow of documentation for each level
of responsibility, division of duties and
responsibilities of the persons involved in
the processes, and system for monitoring
and control of receipt and issuance of
accounting documents and approval and
payment thereof.

-> obligation for signing contracts with users
of drinking water services and with the
service provider for delivered water is not
fully followed.
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-> lack of system for waste selection as one

of the prerequisites for reducing waste
quantity and protection of the environment;
removed waste is not measured and there
are no proper records thereof;

activities within PUC annual program are
not implemented, and during the field
inspection of the landfill we observed an
active fire that affects the environment and
people’s health.

the loss of water in the water supply system
of 38% is due to failures in the water supply
network where large amounts of water are
discharged from the system, washing filters
and sediments in the filter station, watering
public green areas, discharge of water in
the city fountains for cleaning and refilling,
city taps, illegal connections, theft of water,
etc.

Landfill "Mavrovica"
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- untimely settlement of obligations for

water use and water discharge fee by PUE
Komunalec Sveti Nikole in the amount of
2.066.000 denars resulted in less revenue
in the Budget of the Republic of North
Macedonia.

—> less revenue was realized in the Budget of

the Municipality of Sveti Nikole as a result of
untimely settlement of obligations for the
fee on maintaining public cleanliness in the
amount of 24.834.000 denars and 104.000
denars for the waste fee.

—> inventory reconciliation was not done due

to lack of inventory of land, tangible assets
in preparation, and there is no verification
of the reality of presented amounts of
claims and liabilities based on external and
internal documentation).

—> the principal is not entered in the trade

register and the market value of the
property is not determined; buildings and
land are recorded in the trading books, but
ownership documents are not provided; the
assessment of the balance sheet items is
not in accordance with IAS.

- PUC has not taken measures for collection

of claims in past years, and has not
assessed the degree of collectability
thereof for further action.

- two trucks and a tractor intended for waste

collection do not have valid traffic license
and were used during 2021; the fuel costs
for these vehicles amounts to 514.000
denars and the costs for repairs amount to
522.000 denars.

—> inconsistencies in the process of awarding
and realization of public procurement
contracts, and costs incurred for setting
up a parking management system
without secured approvals and project
documentation.

In the paragraph Emphasis on matter, we pointed
out that due to impossible regular payment of
obligations to PE HS Zletovica by PUC Komunalec
Sveti Nikole in the amount of 10.242.000 denars
(as of 31 December 2022) and the penal interest in
the amount of 4128.000 denars, it is possible that
PE HS Zletovica will take additional measures for
collection of claims, which would have unfavorable
effect on the financial situation of PUC in the
following period. We also point out that in 2020, part
of the treatment plant was reconstructed, within
Interreg IPA SVS project (cooperation program
between the Republic of Greece and the Republic of
North Macedonia) through the BIOREAL component
in the amount of 9.239.000 denars, which was not
functional until 2010. Despite the reconstruction,
the treatment plant was partially operating in 2020,
and since 2021t is out of operation again.

The outcome of twelve ongoing court proceedings
amounting to 3.347.000 denars is uncertain.
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514.2 PE WATER SUPPLY AND SEWERAGE - We conducted audit on the financial statements
SKOPJE together with compliance audit on PE Water Supply
and Sewerage Skopje for 2021, and we concluded
PE Water Supply and Sewerage - Skopje was the following:
founded to perform utility as an activity of public
interest in the City of Skopje. Founder is the City of - from 2017 to 2022, the amount of
Skopje, which has all rights and obligations arising produced water deviates significantly
from the Law on Public Enterprises and other legal from the amount of invoiced water, i.e. the
regulations. The company was founded in 1946 as percentage of non-revenue water is around
the City Economic Enterprise "Water Supply’ with 60%, which is twice as high as its optimal
a Decision of the then City People's Assembly, and level provided by the Strategy for reducing
was transformed into a public enterprise with a water losses in the water supply system of
Decision on division of PE "Komunalec” - Skopje in the City of Skopje.
1992.
PE Water Supply and Sewerage supplies drinking
water to a population of over 600.000 inhabitants
of the City of Skopje using water from two spring
areas Rasce 1and Rasce 2 and from seven wells in
Lepenec and Nerezi well areas. The use of spring
and well water is based on a Permit? and Decision?
issued by the Ministry of Environment and Physical
Planning. PERCENTAGE OF
NON-REVENUE
WATER
2017 - 2022
62.72% 62.35%
_
61.91%
60.69% 6048Y%
60.30% i
\ /
2017 2018 2019 2020 2021 2021

22 Water use permit no. no. 11-4914/7 from 02.01.2014
23 Decision on extension of duration of permit UP1-11/5-929/2019
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- with the performed inspection of signed

contracts, we determined that out of
295750 users, PE Water Supply and
Sewerage-Skopje has not signed contracts
for regulating mutual rights and obligations
with 30% of service users (89.634 users)
until the day of reporting on the audit. This
may cause more difficult collection of the
service fee and may impede the realization

FEES COLLECTED FOR WATER USE
AND WATER DISCHARGE BY PE
WATER SUPPLY AND SEWERAGE

of rights and obligations of service providers
and users. The largest part of users without
contract (97%) are households, while 3% are
from the economy category.

Presented but not paid obligations towards
the Budget of the Republic of North
Macedonia based on water use and water
discharge fees from several years ago
(before 2017) amount to 185.543.000 denars.

SKOPJE AND PAID CURRENT
in 000 LIABILITIES IN THE BUDGET OF THE
denars REPUBLIC OF NORTH MACEDONIA

IN THE PERIOD 2017 - 2022

O
o o " " e
0 0 0_Tam 2,612
2016 2017 2018 2019 2020 2021 2022 2023

®  collected fees

—— paid liabilities in the Budget of the Republic of North Macedonia




-> the annual inventory of assets and liabilities

was not carried out in full and is not in
line with the Rulebook for conducting an
inventory, which affects the reality and
objectivity of data presentation in the
Balance Sheet on 31 December, as well as
the quality of information it provides.

land and structures represent 83% of the
total value of company's tangible assets,
where we ascertained the following:

- unregulated rights of ownership of the
land in the Real Estate Cadastre Agency;
part of the structures is recorded in
the ledgers with a value of 100.729.000
denars,

- 14 facilities?4 used by the PE, due to
lack of supporting documentation for
determining the value of assets and
handover thereof are not recorded in
the accounting and physical records
and depreciation is not calculated for
the same;

- not reconciled physical records for
the line facilities with data from title
deeds; land and facilities are put in
the accounting records without proper
and reliable documents, and thus their
accuracy cannot be confirmed.
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The above shortcomings affect the parameters
for the price of tariffs for water services, which is
formed in line with the Methodology for determining
tariffs for water services and is approved by Energy
Regulatory Commission based on official data
from accounting records and financial statements
submitted by JP Water Supply and Sewerage-Skapje.

—> Improper and untimely accounting records
of intangible and tangible assets amounting
to 269447000 denars;

- Weaknesses in the application of the
Law on Public Procurement, inter alia, in
ensuring competition, equal treatment of
all economic operators participating in the
procedures, as well as rational and efficient
use of funds in the procedures for awarding
public procurement contracts.

We have also identified the following shortcomings:

-> biannual reports on the company's
operation have not been submitted,
which  reduces  transparency  of
information on the type and scope of
the activity, as well as on the company's
financial operations;

- when  hiring  new  employees,
notifications about secured funds
are not provided by the competent
authorities;

- in-kind (capital) contribution of the
enterprise is not recorded in the
competent register;
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24 PSOV Volkovo, Shuto Qrizari pumping station (new building), Drachevo wells, Avtokomanda Water supply point and Avtokomanda
Office, Barracks on St. Petar Chajkovski, and Reservairs: Radishani low zone new, Sopishte old, Aqueduct, Morane weekend
settlement, Studenichani, Porupi, Kucevishka bara and Usje.
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—> expendable inventory has been removed
from the accounting records, but no
further measures have been taken for
alienation or destruction thereof;

- value adjustment of supplies of raw
materials, materials and spare parts
purchased before 2017 has not been
carried out;

—> inconsistencies in the method of salary
calculation for administrative officers.

In the paragraph Emphasis of Matter, we pointed
out the following issues:

—> Itis necessary to review the decision on the
amount of the tariff paid by JSC in private
ownership for the water supply service and
to determine its real value. Namely, in the

in 000 RECEIVABLES
FROM BUYERS

denars

3.520.602

3.606.491

period from 2016 until the day of reporting
on the audit, the price for drinking water
supply service for a privately owned JSC
is significantly lower than the price of
the service for the economy category. As
a result, PE Water Supply and Sewerage
Skopje realized 1.020.059.000 denars less
revenue based on water use service, and
100.883.000 denars less VAT and thus
22.705.000 denars less water use fee, which
is revenue of the Budget of the Republic of
North Macedonia.

It is necessary to make a detailed analysis
of receivables from buyers and liabilities to
suppliers, which show an increasing trend
since 2018 and may adversely affect the
liquidity of the PE in the future period.

3.996.0594'257'096

2017

2019 2020 2021
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OBLIGATIONS
TO SUPPLIERS
226.095
I 131.075
2017 2018

2019

2020 2021

—> Based on the analysis of costs for lawyers,
notaries, executors (legal services] and
court expenditure, we ascertained that
from 2017 to 2021 the outstanding debt to
PE Water Supply and Sewerage-Skopje
from households and the economy amount
to 492.533.000 denars or approximately 8
million euros, and court proceedings costs
amount to 23496.000 denars.

In 2021, these expenditures total 116.021.000 denars
or 1.9 million euros for 72.331 proceedings. The
reason behind the particularly high costs for hiring
notaries and lawyers arise from Article 68 of the
Law on Notary, which, inter alia, stipulates that for
a monetary claim for water and waste in amount
higher than 6.000 denars, the proposal for issuing
notarial decision for payment order must be drawn
up by a lawyer and must contain lawyer stamp and
signature.
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EXPENDITURES FOR
LAWYERS, NOTARIES AND
EXECUTORS IN THE PERIOD
2017 - 2021
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LABOR AND
SOCIAL POLICY

5151. MINISTRY OF LABOR
AND SOCIAL POLICY

We conducted audit of the financial statements
and compliance audit on the Ministry of Labor and
Social Palicy for 2021 and we identified the following
shortcomings:

-> inaccuracies in the by-law in the method
of selection, selection criteria, necessary
qualifications, the right and the amount
of compensation of the commission for
drawing up a finding, assessment and
opinion for determining disability;

-> no criteria for selection of members and
inadequate composition of the individual
commissions for review of findings,
assessment and opinion for determining
disability;

—> inconsistencies in hiring employees on a
fixed-term;

- method and procedure for distribution of
funds provided for by the Law on Games
of Chance is not clearly regulated, and
irregularities were found in the method
of public call announcement, selection
and evaluation of submitted applications,
signed contracts and distribution of funds;

- allocation  of  block  subsidies to
municipalities is not carried out with full
and consistent application of criteria
and formulas provided by Decrees on the
methodology for determining criteria for
allocation of block subsidies;
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-> inappropriate use of the application from

the Project for Promotion of Social Services,
which was designed to improve the
effectiveness and efficiency of the pension
system and the social protection system
(SPIL project); the discrepancy between
the amount of paid rights expressed in the
accounting records in the SPIL project also
does not allow full insight into the basis for
acquisition of rights, as well as confirmation
of the total expenses recorded on the social
benefits account;

untimely and not chronological recording of
received invoices;

irregularities in exercising the right to
monetary compensation for help and care
from another person in the completeness of
the form for presenting finding, assessment
and opinion by the expert commissions and
control by the Centers for Social Work.
Payments of benefits for help and care
by another person in the last six years by
number of beneficiaries are presented in a
graphic below.
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ANOTHER PERSON IN
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>
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>

incomplete inventory of assets, claims and
liabilities and unrecorded equipment;

data on fixed assets are entered in the
ledgers, but the initial state has not been
confirmed thereof and there are no
complete and accurate records;

weaknesses in the system of internal
controls in the written procedures for
confirming truthfulness and objectivity of
financial documentation and in the controls
for document flow between departments
and recording of transactions in accounting
records.

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

for a period of 10 years, the Ministry of Labor
and Social Policy has paid 43.620.000 denars
based on a lease agreement for office
premises for its own needs. Therefore, in
coordination with the competent state
institutions, it is necessary to find a
permanent solution for adequate premises
for unimpeded operation of the Ministry.

certain  inconsistencies  have  been
determined during construction activities,
as follows:
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- for the construction of the facility on

the south wing of Nada Mihajlova Health
Center in the Home for the Elderly in
the Municipality of Probishtip, were paid
54.983.000 denars with a deadline of 16
months expiring on 07 December 2021; the
construction is not finished and thus there
will be financial implications on the budget
of the Minsitry in the following period.

for the construction of kindergarten in the
Municipality of Chair2b were paid 120.084.000
denars with a deadline of 25 months. Due to
court proceedings and temporary ban on
the payment of funds from the contractor’s
account, an agreement was signed in July
2022 for amending the agreement26, which
changes the roles of the participants.
Therefore, it is uncertain that obligations
taken for completing the construction
works will be fulfilled.

For the disability allowance, the legal
changes and limitation of the age for
exercising the right to disability up to 65
years limit the citizens to exercise this
right when they will need it the most.
This situation decreases the number of
beneficiaries of the disability allowance, as
shown in detail in the following graph.

25  Agreement no. 02-2911/8 of 14 July 2020
26 Agreement for amending and supplementing agreement no. 02-2256/3 of 25 July 2022
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DISABILITY ALLOWANCE
PAYMENTS IN THE LAST
FIVE YEARS BY NUMBER
OF BENEFICIARIES

11.063

10.896
® ®
10453 ®
10.289
9.880
°
2017 2018 2019 2020 2021

—> In 13 court proceedings where MLSP is a
defendant, collection of 23.285.000 denars
is requested based on principal debt from
creditors, which may further burden the

estimated amount with interest and court
costs and may affect the future operation
of the Ministry.



515.2. PENSION AND DISABILITY INSURANCE FUND
OF THE REPUBLIC OF NORTH MACEDONIA

We carried out audit of the financial statements
together with compliance audit on the Pension and
Disahility Insurance Fund of the Republic of North
Macedonia for 2021. We ascertained the following
shortcomings:

—> there are procedures that have not yet
been adapted to the amendments of the
Law on PDI and the internal controls in
place do not always ensure confirmation of
entered data and accuracy and timeliness
in the procedure;

- the shortcomings ascertained from
previous years have not been overcome and
refer to lack of professional and trained
actuarial staff and permanent outflow of
employees from the IT sector and internal
audit. This affects the development
of actuarial and pension forecasting
capacities, the functioning of the IT system
and up-to-datedness of all systems and
the effectiveness of the internal control
system;

- weaknesses in storing and archiving data
in the registry office make it impossible to
confirm the registered data, necessary for
exercising the rights to PDI;

- due to not receiving appropriate data
for employment and registration of
insured, as well as errors in the entry by
other institutions, the account intended
for collected contribution for PDI has
unallocated funds of 156102.000 denars
(of which 90.971.000 denars from previous
years) which the Fund cannot use, and the
insured cannot exercise their rights from
PDI:
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- untimely submitted information from

competent institutions about a change in
the status of the insured, which results in
unjustified payment of pensions (based on
damages for pensions paid to deceased
beneficiaries, temporary pensions, family
pensions or other types of unjustified
pension payments) in the amount of
223.753.000 denars. Claims from citizens
and prepayment of pensions amounting to
6.907.000 denars are recorded arising from
2012 for remitted pensions to the banks:

inconsistencies in a limited number of
implemented procedures for awarding
public procurement contracts.

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

—> unjustified withdrawal of funds from PDIF

accountby executorsbased onenforcement
orders, in which pension beneficiaries
appear as debtors, and continuous PDIF
activities related to implementation of
enforcement orders;

the system for determining, controlling and
collecting contributions is not based on fully
up-to-date and accurate integration and
timely exchange of data from institutions,
which affects the completeness of revenue,
as well as the liquidity of PDIF and the
sustainability of the pension system;

the structure of realized revenue in the
reporting period, the deficit in the payment
of pensions, as well as the uncertainties
in the operation of the Fund related to
inflationary movements and unfavorable
demographic movements is as follows:
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- in 2021, revenue in the amount of
81.508.271.0007 denars was generated with
the structure shown in the following graph:

STRUCTURE
OF PDIF
REVENUE
11.08% 57.03%
]
020% 1.69%
M Contributions to PIO Other revenues
M Excise duties Transfers from other levels of government

27 The total revenue presented in PDIF financial statements for 2021 amounts to 86432482.000 denars and contains
the transferred surplus of revenue from the previous year of 4.924.211.000 denars



- source revenues from collected PDI

contributions in 2021 have increased by
6.38% compared to 2020 and amount to
49.289.354.000 denars, which is 6047% of
the total revenue. The increase in revenue
in 2021 is still not sufficient to cover the
expenditure for social benefits which also
grow every year. Namely, expenditure
for social benefits (payment of pensions
together with contribution for health
insurance of pensioners, transfers to
the second pension pillar and disability
allowance] in 2021 amount to 79.677493.000
denars for 328.570 beneficiaries of pension,
i.e. as of December 2021 the disbursed
funds are 3.8% higher compared to 2020.
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—> Despite the increase in revenue based on

PDI contributions, PDIF lacks funds for
payment of social benefits. For this purpose,
30.581.000.000 denars were transferred
from the Budget of the Republic of North
Macedonia in 2021. The share of these
funds in the total revenue of the Fund has
decreased compared to 2020, i.e. it is 375%,
of which 29% are used for covering the
current deficit for payment of pensions, as
shown in the following graph.
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SHARE OF FUNDS TRANSFERRED
FROM THE BUDGET OF THE
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- Itis expected that the unfavorable demo-

graphic structure of the population in the
Republic of North Macedonia, the current
inflationary movement on PDIF operation
and the legal obligation to harmonize the
pension amount with the index of the cost
of living and the increase in salaries, will
continue to affect the financial operation of
the Fund in the future by covering the high
deficit with transfers from the Budget of
the Republic of North Macedonia.

MOVEMENT OF RECEIVABLES

BASED ON UNCOLLECTED
CONTRIBUTIONS FOR
THE PERIOD 2009 - 2021

in 000
denars
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- We ascertained continuous increase of

uncollected receivables for pension insur-
ance contributions, which amounted to
4.945481.000 denars on 31 December 2021.
Uncollected receivables from 2016 to 2021
have increasing trend. In 2021 they have
increased by 38.9%, i.e. by 1.384466.000 de-
nars in absolute amount. It is necessary to
intensify activities for collection by the Pub-
lic Revenue Office, which has the authority
to perform the collection for the stated
period. The movement of receivables based
on unpaid contributions for the period 2009
- 2021is shown in the graph below.

4.945481

4989441

4.465.781

4.246 425

3.895.527

3.961.015

| outstanding contributions 2009-2021
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- receivables based on unpaid contribution

before 2008 are already obsolete. The fund
has launched an initiative for amending the
aforementioned law in order to change the
treatment of contributions as funds for
personal consumption whose collection
should not expire, but no action has been

in 000

denars

MOVEMENT OF RECEIVABLES
BASED ON UNPAID CONTRIBUTIONS
INCURRED UNTIL THE END OF 2008,

FOR THE PERIOD 2016-2021

taken. The analysis of the movement of
receivables based on unpaid contributions
incurred before 2008, for the period 2016
- 2021 shows continuous writing off due to
impossible collection thereof (see graph
below).

2016 2017 2018

2019

2020 2021

outstanding contributions until 2008




515.3. EMPLOYMENT AGENCY OF THE
REPUBLIC OF NORTH MACEDONIA

We carried out compliance audit on the topic
“Exercising rights on monetary compensation” in
the Employment Agency of the Republic of North
Macedonia on the payments made in 2021.

The right to monetary compensation is regulated
by the Law on employment and insurance
in case of unemployment and the Law on
financial security of unemployed persons due
to privatization of enterprises with dominant
ownership of the state. Insurance rights in case of
unemployment are exercised in the Employment
Agency of the Republic of North Macedonia, i.e.
in the appropriate Employment Center where the
person is registered as unemployed. The Agency
is a public institution that performs professional,
organizational, administrative and other tasks
related to employment and insurance in case of
unemployment and provides support, assistance
and services for participants in the labor market
through 30 Employment Centers (ECs) in the
Republic of North Macedonia.

With the performed audit, we ascertained
shaortcomings as follows.
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Legal framework

- The Law on Employment and Insurance

in Case of Unemployment regulates the
procedure and conditions for obtaining
monetary compensation (MC) and the
conditions for termination of the right.
However, certain provisions are imprecise
in relation to the method of calculating
the amount of MC when working part-time
calculated as full-time, the requirements
for obtaining MC for unemployed persons,
and the requirements for termination of the
right to MC of unemployed persons;

There is no continuity in the adoption of the
laws on financial security; different criteria
for termination of employment relations
and length of service, which affects the
number of beneficiaries, and thus the right
of persons that is exercised in different
periods according to the conditions;

Inadequate staffing of the internal audit
department contributes to the fact that the
process of exercising rights on MC has not
been audited.
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Exercise of rights to monetary compensation

1.524106.000 denars have been paid for MC and
financial security (FS) in the form of MC in 2021,
which equals to 45.34% of the Agencys total
expenditure, for 26158 beneficiaries in accordance
with the Law on employment and the laws on MS
for the period 2019-2021 (see graph below)

FUNDS PAID FOR MONETARY
COMPENSATION IN LINE WITH LAW
ON EMPLOYMENT AND INSURANCE
IN CASE OF UNEMPLOYMENT AND
Weell | THE LAWS ON FINANCIAL SECURITY
FOR THE PERIOD 2019-2021

in 000

®
®
®
—_—
755.790
673.899
526153
2019 2020 2021

o Funds paid for monetary compensation

—— —Funds paid for financial security in the form of monetary compensation
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With the audit on the procedure for exercising
rights to MC and FS and payment thereof, we
ascertained the following:

—> with regard to exercising the right to MC,
we ascertained that the amount paid on
various grounds has changed over the
years, and in particular it has increased in

- in the internal acts and guidelines for 2020 as support for persons who lost their

exercise of rights to MC and FS and their
payment, there are no controls and
division of responsibilities for receipt and
processing requests for MC, completion of
documentation, calculation of the amount
and adoption of decisions in the procedure.
The absence of complete division of
responsibilities of employees involved in
the process of exercising rights to MC due
to a lack of staff, especially in the larger
Employment Centers, creates a risk of
inaccurate and untimely process;

we ascertained shortcomings in ensuring
the completeness of documentation for
deciding on procedures for exercising
the right to MC and unequal approach
by Employment Centers that affects the
decisions on the right and amount of MC
for the unemployed person;

jobs as a result of dismissal by employers
during Covid-19;

with regard to exercising the right to MS in
the form of MC, we ascertained that 62% of
users use MC up to 6 months due to loss
of a fixed-time job and seasonal work,
while 77% of users use MS for a period of
25- 60 months. Data indicate that despite
the commitment of the Agency and its
participation in mediation, the number
of people who were employed in the
period 2017-2021 is small, particularly the
beneficiaries of FS who have difficulty to
adapt to the changes on the labor market
and to find employment, and thus they
mostly use FS in the form of MC until their
retirement.

Data on the effects of mediation in employment
of MC users who participated in the mediation and

= lack of electronic exchange of data and were employed are presented in the graph below.

linking of records between the Agency and
the PDI Fund affects the timely provision of
data and the decisions for exercising the
right;

—> lack of regular cooperation and dynamics
for exchange of data between the Agency
and the inspection body for labor relations
contributes to the absence of regular
information and data about unemployed
persons, users of MC who are employed or
perform activities contrary to the law;
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EFFECTS FROM EMPLOYMENT MEDIATION
FOR MC USERS THAT PARTICIPATED IN
MEDIATION AND EMPLOYMENT ACHIEVED
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Return of unfounded payment
by users of MC and FS

- The Agency has not adopted guidelines/

procedure for the method of refunding
funds used by MC user in the event of
termination of the right to MC. Therefore,
there is a non-uniformed approach by the
Employment Centers in the procedure
for the return of funds, preparation of
termination decisions and recording claims
based on refund,

The Agency has not set up a system
connection with records of other competent
institutions for downloading necessary
information and documents (decisions for
exercising pension rights, information on
deceased users, data on social benefits,
etc.) as a mechanism for detecting users
of MC/FS that receive monetary income on
other grounds.

Appeals for non-exercise of
rights and decisions thereof

- withthe audit we covered submitted appeals

against decisions on unfulfilled rights in the
Employment Centers and decisions thereof.
Out of 215 appeals submitted to the MLSP
as a secondary authority, 58 appeals were
sustained and returned for re-decision, and
157 were rejected. We found that in certain
cases the second-level appeals authority
does not consider all relevant facts and
evidence submitted by the Agency and
the parties and the appeals are rejected
as unfounded, but when the procedure is
repeated, it approves of the decision. This
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creates possibility for financial burden to
unemployed persons for unrealized right to
MC and FS.

To overcome ascertained shortcomings, we made
recommendations for measures and activities by
the competent persons and bodies of the Agency.

5154. PUBLIC MUNICIPAL INSTITUTION -
HOME FOR THE ELDERLY
KIRO KRSTESKI PLATNIK PRILEP

We conducted audit on the financial statements
together with compliance audit of the public
municipal institution - home for the elderly Kiro
Krsteski Platnik Prilep for 2021.

With the performed audit, we ascertained the
following shortcomings:

-> lack of written procedures for regulating
the work processes that would provide for
a system of internal controls and division of
duties and responsibilities in material and
financial operations;

- no standards and cost calculations of
necessary food products, some of the
lists of dishes are not approved and full
compliance with prescribed standards on
nutritional value of the diet for the elderly
is not ensured; and

-> The Home operates with insufficient number
of professional employees for unimpeded,
high-quality and timely performance of
necessary services and care of the elderly
- housewives, hygienists and auxiliary staff
in the kitchen.
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In the paragraph Emphasis of Matter, we point to
the following:

- in 2022, after 17 years, the House has

increased its accommodation prices for
the first time and adjusted the prices to
the increase of operating costs, which have
increased significantly in the meantime;

- the food preparation service for the

‘People's Kitchen” project is provided by
the Home at the same price determined
at the beginning of the project, i.e. in 2007,
although the costs of food products have
significantly increased. It is also done by
the same personnel in the kitchen, which is
not sufficient for continuous preparation of
food for the regular users of the Home;

—> in the first three quarters of 2021, the Home

has procured several times the amount of
medicines and diapers compared to the
same period in 2022

—> the elderly people are housed in premises in

a bad condition; no funds for construction,
equipping and maintenance of facilities for
sacial protection and homes for the elderly
are planned in the annual programs;

- the amount of block subsidies in 2021 has

decreased compared to 2020 despite the
fact that the number of beneficiaries has
increased, including those with social risk
that are accommodated in the Home with
a decision from the Inter-Municipal Center
for Social Work Prilep; and

- in the previous period, employment was

carried out only with consent of the
Municipality of Prilep, and part of the salaries
for the employees were paid from the
budget account for self-financing activities,
while no funds were received from the
Municipality of Prilep as the founder of the
Home, despite the transferred responsibility
and obligation for financing.



EDUCATION

516.. PRIMARY SCHOOL “LJUBEN LAPE" -
MUNICIPALITY AERODROM

The municipal primary school “Ljuben Lape" in
Aerodrom Municipality - Skopje has status of
a legal entity. The school is registered in the
central register of municipal primary schools
in the Ministry of Education and Science and the
register of municipal primary schools of the above
municipality. The school has 42 classes, i.e. 44
classes in 2021/2022 school year with 1.236 children
enrolled.

With the audit on the financial statements together
with compliance audit of the primary school
‘Ljuben Lape" on the expenditure accounts of the
subsidy budget, core budget and budget from self-
financing activities for 2021, we ascertained the
following shortcomings:

- lack of system of internal contrals, i.e. no
ex-ante and ex-post control and no written
procedures for material and financial
operations;
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- non-observance of procedures for office
and archive operations in relation to
recording of incoming and outgoing
invoices in the ledger:

-> unrealistic and non-objective assessment
of fixed assets, liabilities and claims and
incomplete and improper inventory.

In the paragraph Emphasis of Matter, the audit
points to the financing of primary education, where
salaries account for 96% and other expenses for
4% of the total expenditure of the school with
over 1200 pupils. Therefore, we point out that it is
necessary to analyze the entire system of planning
and financing of the activity of primary education
to ensure sufficient funds for the functioning of
primary schools and quality educational process.
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CULTURE AND
CULTURAL HERITAGE

5171.  FILM AGENCY OF THE REPUBLIC
OF NORTH MACEDONIA

We conducted audit on the financial statements
together with compliance audit on the Film Agency
of the Republic of North Macedonia for 2021.

With the audit, we ascertained certain shortcomings
and the most significant ones are the following:

- lack of system of internal controls for
adoption of written procedures for
the payment process and the project
financing process with defined duties and
responsibilities of the persons involved in
the process and the method of awarding
and monitoring realization of projects;

-> The Agency has not submitted proposal to
the Government for adoption of a Strategy
for development of the film industry with an
action plan, which has an impact on setting
goals and priorities for selection of film
projects in line with annual competitions,
identifying necessary financial resources
for realization thereof, and organizational
and administrative measures for supporting,
fostering and developing the film industry;

—> the Annual Report on Agency's operation
was untimely adopted and submitted to the
Government and incompletely published,
which does not ensure transparent
operation and timely informing of the
founder of the Agency on the outstanding
obligations based on allocated funds per
project;

- absence of internal audit unit as required

by the legal regulation; as a result, the
management does not receive independent,
reasonable, objective assurance and advice
for improving operation and increasing
effectiveness of the internal control system
for using transferred funds to production
companies and enables occurrence of
irregularities in the use of funds during the
realization of projects;

lack of rules of procedure for regulating
the work of film advisors, reviewers and
financial advisor, as well as weaknesses in
making proposals for selection decisions
by the Film Council, which may result in
subjective actions in the selection of film
projects;

when announcing contests for film projects,
the Agency does not comply with mandatory
conditions and criteria of the Law on Film
Activity, and has not adopted internal act-
procedure with defined activities and steps
for implementation of the procedure after
the contest, which may result in subjective
decision-making on choosing projects,

lack of controls in meeting requirements hy
the production companies before signing
contracts as well as in all phases of the
implementation of the contracts paid from
the budget of the Agency. In addition,
complete documentation and monitoring
of bank guarantees was not provided in line
with the published announcement. Non-
adherence to the planned dynamics for
realization of the film in relation to project



financing, signing annexes to contracts,
evidence of secured funds when changing
co-production houses and differences
between the financial plan and the attached
documentation;

not updated records of awarded projects
in all phases of implementation and no
measures taken for terminating awarded
contracts for projects where non-
compliance with the provisions of the
contract was determined;

incomplete and inadequate inventory of
assets and liabilities in accordance with
legal regulations and weaknesses in
treasury operations;

recording obligations after signing pre-
contract for financing film projects,
impact of incorrect assessment of balance
sheet items and presenting short-term
obligations in amount over 405.780.000
denars;

not established control mechanisms and
reconciliation for confirming completeness
of issued decisions and monitoring
collection thereof; lack of activities for
providing information from producers on
the total realized revenue from distribution,
exploitation and sale of the film in the
Republic of North Macedonia and abroad,

incansistencies in the funds allocated to
a legal entity based on memorandum of
cooperation, inthe financing agreement and
the reports and financial documentation
that are not provided for in the Law on Film
Activity;
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- unconfirmed earmarked use of funds

paid in line with agreements for financing
projects in the film industry in the amount
of 24.015.000 denars due to shortcomings
in the enclosed documentation by the
production companies and allocation of
Ccosts to inappropriate items in the financial
plan.

In the paragraph Emphasis of Matter, we report on:

- initiated legal proceedings before a

competent court where the Agency
appears as a party in legal disputes; the
outcome depends on future events, cannot
be predicted and may have an effect on the
financial statements;

lack of action for managing cinema
equipment given for temporary use to
national and local establishments;

inconsistencies in hiring employees on a
contract-to-hire basis and the Agency has
only 3143% of filled up systematized job
positions.
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5172 EFFICIENCY OF POLICIES AND
MEASURES FOR PROTECTION,
MANAGEMENT AND REVITALIZATION OF
IMMOVABLE CULTURAL HERITAGE

We carried out performance audit on the topic
"Efficiency of policies and measures for protection,
management and revitalization of immovable
cultural heritage” to answer whether existing
legal framework, the manner of keeping records,
financing activities and the measures taken by
competent institutions for identification, protection
and supervision ensure effective protection of
immovable cultural heritage.

Cultural heritage is the foundation of a nation's
national and cultural identity, an expression of
the cultural and historical values we share and
contributes to the well-being of our society and
economy. Our country has a rich cultural heritage
from past generations ofimmeasurableimportance,
which should be protected, preserved and
maintained as a permanent investment for future
generations. Cultural heritage is a fundamental
value of the Republic of North Macedonia that is
protected in all circumstances.

Cultural heritage can be owned by the state, local
self-government units and other legal and natural
persons.

According to its properties, cultural heritage can be
divided into: immovable, movable and immaterial,
i.e. spiritual cultural heritage. According to the
Law on Protection of Cultural Heritage, immovable
cultural heritage includes: monuments, memorial
units and cultural landscapes.




According to data received from the Administration
for Protection of Cultural Heritage on the territory
of the Republic of North Macedonia, 1.292 immovable
properties (monuments and memorial units) have
been registered with a protection act (see graph
below).

1292 REGISTERED
IMMOVABLE PROPERTIES
various
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memorial
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memorial unit 1"
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In addition to goods registered with a "protection
act”, the law recognizes "goods that are reasonably
assumed as representing cultural heritage".
The total number of goods that are assumed to
represent cultural heritage and are recorded by the
competent institutions is 6.747.

The institutional framework for creation,
implementation, supervision and control of
activities and projects for protection of immovable
cultural heritage consists of the Ministry of Culture,
the Administration for Protection of Cultural
Heritage and nine national institutions?.

With the performed audit, we ascertained
shortcomings in different audited areas.

Legal framework and institutional setting of
institutions for protection of immovable cultural
heritage

-> there are certain ambiguities and absence
of provisions for precise regulation of the
use and management by owners - users
of immovable cultural heritage; absence
of penalty provisions due to unforeseen
fines and lack of precise legal provisions
for controlling the operation of the
Administration;

- thereis discrepancy between the provisions
of the Law on protection of cultural heritage
and the Law on construction in the definition
of the term ‘reconstruction’, as well as
in the categorization of the immovable
cultural heritage, which complicates and
prolongs the procedures for conservation
measures for protection of immovable
cultural heritage;

28  Three Conservation Centers (National Conservation Center Skopje, Conservation Center Skopje and Conservation Center Gostivar),
five Institutes for Protection of Cultural Monuments and Museums (in Ohrid, Prilep, Strumica, Shtip and Bitola) and one Institution

for management of the archaeological site Stobi.
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- lack of adopted strategic documents for

cultural heritage, which creates ambiguities
regarding priority objectives and basic
principles, measures and activities for
protection of cultural heritage;

—> necessary activities for adoption of planning

and program documents for management
and revitalization of the Old Bazaar in
Skopje as a memorial unit have not been
taken. This affected activities for protection,
arrangement, permanent preservation of
cultural values and authenticity, possibility
of revitalization and rational use of the
memorial unit and its contact zones;

-> there is no full implementation of planned

activities of the Plan for integrated
protection of the old city center of Ohrid, as
well as regular monitoring and evaluation of
protection results;

- legal competences of institutions® do

not ensure mutual connection as well as
control by the Ministry on the work of the
Administration for Protection of Cultural
Heritage, which affects mutual coordination
in creation of cultural heritage policies.
In some NI¥, the foreseen legal obligation
for reorganization from |Institutes for
Protection of Cultural Monuments and
Museum into Conservation Center aimed
at increased efficiency and possibility of
strengthening capacities and better results
in the protection of immovable cultural
heritage; and

professional  staff
(conservator, senior conservator, advisor

conservator, etc.) in NI, which affects the
performance of the main function and the
activities for which they were established.

Instruments for protection through identification,
keeping records and IT system for cultural heritage

- the classification of registered real

estate, meaning identification of cultural
heritage with codes and official names was
implemented only on cultural monuments
with issued revaluation decision;

expert and scientific assessment of the
value and properties of the cultural heritage
- "revaluation’, from 2005 until July 2022 was
carried out on 233 real estates, which is 18%
of 1.292 registered real estate entered in
the national register of cultural heritage,
although the procedure was supposed to
end on 31 December 2007,

protective records that should be kept on
the cultural heritage and the goods that are
reasonably assumed to represent cultural
heritage, has not been fully and timely
established by NI and the Administration
for protection of cultural heritage; unified
way of keeping main records has not been
established in NI;

The National Register of Immovable Cultural
Heritage, which is kept by the Administration
for protection of cultural heritage does not
contain complete and up-to-date data;
the contents of the National Register and
method of keeping records are not in line
with the requirements of the laws and by-
laws;

29
30

Ministry of Culture and Administration for Protection of Cultural Heritage

Institutes for Protection of Cultural Monuments and Museum in Ohrid, Prilep, Strumica, Shtip and Bitola;
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-> National Information System for cultural Funding, measures taken for protection of
heritage has not been created, and immovable cultural heritage, supervision and
thus there is lack of publicly available, control
comprehensive and accurate information
on the cultural heritage and its protection,
and comparability and usability of data. At
the end of 2021 started activities for setting
up the system.

-> the method of financing immovable cultural
heritage does not provide clear and
objective criteria for allocation of funds and
is one of the most significant weaknesses
in the implementation of the functions of
the competent institutions for protection of
immovable cultural heritage;

—> financial resources for protection of cultural
heritage from budgetary and foreign
sources for the period 2018-2021 amount
to 293.528.000 denars. Budget resources
approved by the Ministry of Culture for the
draft programs for all national institutions
are decreasing on average from 16% to 23%
per year. The amount of provided funds
and experts are not sufficient for efficient
implementation of immediate protection
activities, and improper allocation of
protection funds limit the possibility
of timely and adequate protection of
immovable property, as presented in the
graph below.
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REQUESTED FUNDS

BY NI AND APPROVED
FUNDS BY MOC

PER ANNUAL PROGRAM

in 000

denars
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424135
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713712 713.072
[ ] ]
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[l total requested funds from MoC in line with NU Draft program for projects

[l approved funds from MoC in line with annual program

% of approved in relation to requested funds from NU




- absence of regular care, maintenance,

security and measures for immediate
protection by the holder and the competent
institution for protection that contribute
to permanent damage, loss, destruction
and increased costs for maintenance and
functioning of the cultural heritage;

there is continuous investment in
projects for thorough reconstruction of
monastery lodgings, construction of new
accompanying facilities, which go beyond
the scope of conservation interventions and
require allocation of significant financial
resources, instead of taking measures for
protection of cultural assets, and contribute
to permanent damage, loss and destruction
of cultural heritage;

unresolved property and legal relations,
i.e. the long duration of procedures for
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- lack of internal acts of the competent

institutions for taking preventive measures
for protection and prevention of illegal
actions and emergency action, armed
conflict and natural disasters, which
contributes to lack of timely and reliable
information about their condition and
the resulting damage and destruction of
immovable cultural heritage;

inspection supervision is performed with
significant shortage of inspectors, i.e. the
Administration had three inspectors in 2021
with competence to perform supervision
of all types of cultural heritage on the
entire territory of the country. In such
conditions, the inspection did not supervise
all immediate protection measures and
partially performed control supervisions on
issued decisions.

218

expropriation of real estate in private
ownership, which includes the cultural good,
affect the possibility of taking protection
measures, finalizing archaeological
research, conservation and revitalization
of cultural and archaeological monuments
and sites of public interest;

To overcome the above shortcomings, we made
recommendations to the competent institutions
based on the results of the audit.
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LOCAL
GOVERNMENT

4ST18O

5181 LOCAL SELF GOVERNMENT UNITS

During 2022, we carried out audit on the financial
statements together with compliance audit for
2021, on nine LSGUs - Arachinovo, Butel, City of
Skopje, Gjorce Petrov, Karposh, Kisela Voda, Sveti
Nikole, Tetovo and Shtip, whereby the following
shortcomings were ascertained.

Weaknesses in the financial management and
control system were identified in the audited
municipalities, in terms of written procedures,
division of duties and established control
mechanisms in business processes, inadequate
organizational setup and non-operation of the
internal audit.

Weaknesses have been identified in the budgeting
process. In the municipalities Arachinovo, Butel,
Gjorche Petrov, Karposh and Tetovo, there is
significant deviation between planned and realized
revenue and expenditure due to unexecuted or
inadequately executed budget rebalancing. The
municipalities of Karposh and Tetovo have been
operating with blocked accounts for several years,
and the mayors have not brought a Decision on
declaring financial instability and Plan of measures
for overcoming thereof, which leads to several
years of over-indebtedness and illiquidity of the
municipalities.

Weaknesses in the administration of utility
taxes and fees were identified in the audited
municipalities (utility tax on company i.e. name of
business premises, use of music in public premises,
use of space in front of the business premises for
carrying out activities, use of parking space for
motor vehicles, temporary residence fee, fee for



holding a B-integrated environmental permit). In
the municipalities of Arachinovo, Sveti Nikole, Tetovo,
Shtip and the City of Skopje, weaknesses have been
identified in the administration of property taxes,
which impact the realization of revenue in the
budget of the municipality, i.e. the City of Skopje.

The City of Skopje and the municipalities of Sveti
Nikole and Tetovo do not realize revenue from the
fee for maintaining public cleanliness and the fee
for maintaining public greenery.

The municipalities of Arachinovo, Butel, Gjorce
Petrov, Karposh, Tetovo and Shtip do not comply
with the legally prescribed deadlines for
implementing procedures for determining the
legal status of illegally constructed buildings. This
leads to untimely informing of the applicants about
necessary additional documents, prolonging of
the procedures and no opportunity for owners to
promptly register the property in the Real Estate
Cadastre Agency.

The municipalities of Tetovo, Butel and Karposh
do not submit annual reports to the Ministry of
Transport and Communications on the use of the
funds obtained from the compensation on this
basis, which should be used specifically for the
adoption of urban planning documentation with
which illegal buildings are integrated and for
infrastructural development of the area where they
are located.

The municipalities of Arachinovo, Butel, Gjorche
Petrov, Karposh, Kisela Voda and Tetovo do not
comply with legal provisions when hiring people
through private employment agencies, copyright
contracts and on hire-to-contact basis. In certain
municipality the number of employed on hire-to-
contact basis during the year exceeds the number
of regular employees in the municipality.
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In the municipalities of Butel, Gjorche Petrov, Kisela
Voda, Sveti Nikole, Tetovo and Shtip, inconsistencies
were ascertained in allocation of funds for activities
in the field of sports, culture and for support of
the non-governmental sector in the amount of
20.935.000 denars. There is a phenomenon of giving
funds to companies and associations and sports
clubs without criteria for selecting projects and
amount of funds.

Irregularities were found in the recording of
receivables and determining aging structure of
receivables. For the tax claims that have not been
collected within the prescribed period, no interest
is calculated and charged and no measures are
taken for collection thereof.

The municipalities of Kisela Voda, Tetovo and Shtip
do not keep accounting records for claims based
on compensation for determining the legal status
of illegally constructed buildings, compensation for
arranging construction land and decisions issued
for sale of undeveloped construction land owned by
the Republic of North Macedania. In the Municipality
of Gjorce Petrov and the City of Skopje, these are
recorded on the day of collection and not on the
day of occurrence.

In the City of Skopje, claims for taxes older than
ten/five years were recorded in the amount of
771.863.000 denars. In the municipality of Tetovg,
write-off of receivables from property tax in the
amount of 34494.000 denars and write-off of utility
tax for a company in the amount of 13.958.000
denars without seeking legal possibility for
collection thereof.

Municipal property was leased without Decision of
the Council of the Municipality of Sveti Nikole and
without established criteria, conditions for leasing
and price.
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When performing activities for construction/
reconstruction of streets and roads, water supply
and sewerage networks, the audited municipalities
do not follow the provisions of the Law on
Construction in relation to secured approval for
construction of buildings that belong to the second
category of buildings, the construction activities
are carried out without prepared design and
design documentation, only based on technical
specification/survey calculation and there is no
handover of constructed buildings.

In the audited municipalities, there are problems
in the inventory of assets and liabilities. This
shortcoming is present for years and does not
provide for inventory reconciliation. The property
owned by the municipalities is not fully recorded in
the ledgers.

In the municipalities of Arachinovo and Tetovo,
obligations were taken/funds were paid in the
amount of 33.269.000 denars without supporting
documentation (counselor fees, fuel consumption,
representation, repair and servicing of motor
vehicles, winter maintenance of streets and roads,
etc.).

In the audited municipalities, weaknesses were
identified in public procurement procedures in
relation to the technical specification and survey
calculation, not determined quantities for individual
items (Municipality of Butel, Gjorce Petrov, Kisela
Voda and Tetovo), inconsistencies in the evaluation
of offers (City of Skopje, Municipality of Karposh and
Kisela Voda), inconsistencies in the implementation
of contracts (Municipality of Arachinovo and
Shtip) and non-compliance with legally prescribed
deadlines (Gjorche Petrov, Karposh and Tetovo).
Goods and services were procured and works
performed without public procurement in the
amount of 10563.000 denars (Municipality of
Arachinovo, City of Skopje, Kisela Voda, Sveti Nikale,
Tetovo).

In the paragraph Emphasis of Matter, we pointed
out shortcomings related to court proceedings.
The municipalities of Gjorce Petrov, Karposh, Kisela
Voda, Sveti Nikole, Tetovo and the City of Skopje are
defendants in 640 proceedings based on debt of
2176.850.000 denars, and plaintiffs in 27 proceedings
for claims amounting to 194.533.000 denars.

The activities for construction of amusement park
started in 2017 have not been completed due to
illegally built/placed structures on the construction
land, assigned for permanent use by the City of
Skopje, for the purpose of building amusement
park. Seven purchased amusement park props are
in poor condition and there is a risk of technical
malfunction. In 2019, the City of Skopje procured
network infrastructure and IP telephony for the City
House building, in the amount of 25.367.000 denars
VAT inclusive. Due to the sale of the building, the
procured equipment is non-functional for another
purpose and it is kept in a warehouse, thus there is
a risk that it will become technologically obsolete.

In the municipalities of Gjorce Petrov and Karposh,
we highlight shortcomings in the construction of the
administrative business building in the Municipality
of Gjorce Petrov - the procedure started in 2013
and is still ongoing, and in the construction of
the administrative building of the Municipality of
Karposh, which started in 2011, stopped in 2016 and
activities continued in 2021.

In 2016, following the loan agreement between
the International Bank for Reconstruction and
Development and the Republic of North Macedonia,
the Ministry of Finance and the Municipality of
Tetovo have concluded sub-loan agreements for
construction of boulevard, procurement of buses,
semi-underground containers and special vehicles
for waste treatment. The first installment for the
boulevard construction project in the amount of
3.030.000 denars was due, but it has not been paid
until the end of 2022.



During 2021, funds amounting to 2.500.000 denars
were paid by the Municipality of Shtip for repayment
of overdue installment in accordance with the
Agreement on Regulation of the Method of Debt
Payment, signed between the Ministry of Finance,
PE ISAR Shtip and the Municipality of Shtip, because
PE ISAR Shtip, as the main debtor, is not able to pay
the scheduled installments on time. The total debt
to the Ministry of Finance amounts to 220.889.000
denars (main debt of 68.998.000 denars and legal
penalty interest of 151.901.000 denars).

518.2. MUNICIPALITIES' OWN REVENUE FOR
PROVIDING QUALITY SERVICES TO
CITIZENS DURING THE PANDEMIC

We carried out performance audit on the topic
"Municipalities’ own revenues for providing quality
services to citizens during the pandemic” within
the activities of EUROSAI TFMA - Task Force
for municipal audit, as a cooperative audit of
seven supreme audit institutions - SAl Albania,
Montenegro, Romania, Slovakia, Poland, Turkey
and the State Audit Office of the Republic of North
Macedonia as coordinator. The audit objective was
to answer whether municipalities' own revenue is
sufficient to provide quality services to citizens in
pandemic.

The scope and evidence we have obtained with
application of audit methodology and techniques,
provide us basis to express the following conclusion:

Municipalities' own revenue in 2020 shows a
decrease of 15.2% compared to the previous
year. The amount of 8.000 denars per capita is
insufficient for creation of efficient policies at local
level and effective implementation thereof for
ensuring quality services to citizens, particularly
because Y5 is used for the needs of the municipal
bodies.
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Republic of North Macedonia has monotype/
one-level model of local self-government, ie.
all municipalities have the same competences
in different geographical, demographic and
socioeconomic capacities. The measures taken
for increasing municipalities’ own revenues are
solid basis for better financial position, but are still
insufficient for successful performance of their
legal responsibilities.

Therefore, some competencies are financed
with subsidies from the central government and
donations provided by international sources.
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STRUCTURE OF REALIZED
REVENUE BY SOURCES
2018-2020
2%
T
| ;
50% 20 A BA)
M Core Budget Self-financing activities Donations
I VAT subsidies Subsidies M Credits

Largest share of 50% in the total revenue of
municipalities are the funds received from central
government based on block subsidies for financing
current costs and salaries of employees in the
field of education, child protection, culture and fire
protection. 38% are own revenues, 6% is revenue
from transferred tax, i.e. subsidy from VAT, 2% are
revenues from self-financing activities and 2%
revenues from donations and borrowing.

The absence of strategic planning for disaster
risk reduction with clearly defined priorities and
strategic goals at national level, that serve as
basis for short-term, medium-term and long-
term measures, lack of indicators for measuring
implementation effects, as well as not implemented
decentralization process in the field of healthcare
and the subordinate role of municipalities in the
system for dealing with the pandemic caused by
Covid-19, are the reasons why municipalities are
not able to take quick and independent measures
to help and protect the population in pandemic
conditions.



The impact of the pandemic on the structure of the
municipal budget by sources of financing in 2019 and
2020 shows that the revenues of the core budget,
which account for about 40% of the total revenue
of the municipalities, recorded a drop of 15.2%, and

BUDGET OF MUNICIPALITIES
BY SOURCES OF FINANCING

in 000

USRS FOR 2019 AND 2020

cregivs M 968492

M 73911

Donations
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the subsidies from the central government which
are 50% of the total revenue have increased for 12%.
Borrowing revenues have rapidly increased (85%)
compared to 2019.

erants from. | 19.036.058

central
government

Self-financing . 604.917

activities

core Budger NN 1510911

M 2020

2019

Compliance with the principles of participation
and transparency is not ensured in the budget
process, and thus it lacks solid basis for adoption
of a civil budget in which the interests and needs
of stakeholders are included. Only 5% of the
citizens were consulted by their municipality when
preparing municipal budgets and programs, while
39% believe that the municipal budget does not
include the needs of the municipality's residents.
Not implemented/untimely amendments to the

budgets, i.e. adjustment of expenditures in line with
the realized revenue (which in 2020 amounts to 70%
of the planned revenue) result in increased share of
liabilities in the own revenues by 7% compared to the
previous year. The increased liabilities and the rapid
increase in revenue from borrowing compared to
the previous year, in conditions of prolonged health
and economic crisis, do not provide assurance
for the financial stability and sustainability of the
municipalities.
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PARTICIPATION OF
LIABILITIES IN OWN
REVENUES BY TYPES OF
MUNICIPALITIES

Rural municipalities

30%
M 2019 2020
Urban municipalities
29%
M 2019 2020

Municipalities on the territory of the City of Skopje

10%

M 2019 2020

Program and economic adjustments of budgets
are not aimed at taking additional activities to
meet the needs of the citizens, which during the
pandemic were predominantly in the field of
healthcare, education and social protection. The
funds spent by the municipalities for education
(2%), social protection (1%) and healthcare (under
1%) are insignificant in relation to the total
expenditure, as shown by the survey results. Thus,
the biggest problem for citizens in both rural and
urban municipalities during the pandemic were
healthcare services, the closing of job positions and
the distant learning, which resulted in 2.7 score (on
a scale from 1to 5) for citizens' perception of the
quality of municipal services during the pandemic.
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RESPONDENTS' ANSWERS TO THE QUESTION: WAS
THERE TIMELY DELIVERY OF SERVICES FROM THE
MUNICIPALITY DURING THE PANDEMIC?

17%

14%

| 30%

Yes

M No

Partially

B | don't know

Municipalities have not taken activities for
developing post-crisis recovery plans aimed
at overcoming healthcare and socioeconomic
consequences of the pandemic. This points to
lack of vision for recovery and lack of measures
for adjustment, financial stability and building
resilience of the municipalities, which should
provide sustainable environment for economic
investment and development.

U

To increase the effectiveness of municipalities
own revenues for providing quality services to the
citizens, we made recommendations for taking
action for adoption of normative and strategic acts
for integrated crisis management and protection
and rescue, for reconsideration of the territorial
organization of the country at local level, the
model of decentralization and the competences
of municipalities, as well as for increasing
transparency in the budget process and adopting
plans for post-crisis recovery.
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POLITICAL PARTIES

AND ELECTION CAMPAIGNS

5191. STATE ELECTION COMMISSION - FUNDS

PAID FOR LOCAL ELECTIONS 2021

State Election Commission (SEC) is the authority for
conducting the elections. SEC competences include
ensuring legality of preparation and implementation
of elections in accordance with the Electoral Code
and supervising the work of election authorities.

SAO carried out compliance audit to answer
whether the payment of funds by SEC for execution
of the election activity for implementation of local
glections 2021 is in accordance with the legal
regulations and internal acts.

With the audit we found that the payment
of funds from the Budget of the Republic of
North Macedonia through SEC for execution
of the election activity for implementation of
local elections 2021 is in accordance with the
agreements signed between the participants in the
election campaign, the assignment agreements,
the media plans by the participants in the election
campaign and the reports on services provided by
broadcasters, confirmed by AVMU and the invoices
by the broadcasters for expenditure related to paid
political advertising.

The implementation of the elections was affected
by the lack of Secretary General who is responsible
for the work of SEC expert service, failure to carry
out qualitative acceptance of biometric voter
identification system, failure to provide adequate
spatial conditions for storing biometric voter
identification devices, analysis of data from the
integrated system for biometric identification of
voters to determine the efficiency of the biometric
voter identification system, and public procurement
for production and printing of confidential election
material without defined separate values for
the procurement. Additional impact had the
insufficiently prescribed legislation, frequent
amendments and additions to the Electoral Code,
as well as amendments to the law immediately
before the elections.

The distribution of funds for paid political advertising
amounting to 322.977.000 denars is shown in the
following graph:



@3 ' PAID POLITICAL
S='  ADVERTISING BY
PARTICIPANTS

| PP or candidates that are not
represented in the Assembly

6.629.000
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ALLOCATION OF ADDITIONAL FUNDS PAID IN THE SECOND ROUND OF
VOTING

37593.000 denars

Paid to two largest political parties that received the most
votes in the last arliamentary elections

26.115.000 denars

Paid to two largest political parties that received the most votes in the
last parliamentary elections

878.000 denars

paid to PP in the Assembly that in the last parliamentary elections did
not win enough parliamentary seats to form parliamentary group

850.000 denars

paid to PP or candidates that are not represented in the Assembly

Different method of allocation and payment of funds
is applied for the second round of voting - for some
political parties funds were paid according to the
number of registered voters on the territory of the
municipalities where second round of voting is held, and
for other political parties allocation and payment was
carried out according to the number of registered voters
on the territory of the municipalities where the second
round of voting is held and where the participants in the
election process have their own candidate.



In the paragraph Emphasis of Matter, we pointed
out the shortcoming concerning two participants
in the election campaign that have not opened
election campaign transaction account. The
competent election commission has adopted
decisions confirming the lists of candidates for
election of mayor and election of council members
and thus enabled these two participants to take
part in the election process.

519.2. POLITICAL PARTIES - ELECTION
CAMPAIGN - LOCAL ELECTIONS 2021

SAQ is responsible for monitoring the financing
of the election campaign through the financial
reporting system regulated by the Electoral Code
and by-laws, in accordance with the methodology
prescribed by the State Audit Law and international
auditing standards.

SAO performs regularity audit (financial audit
together with compliance audit) on the Total
Financial Report for the election campaign.

In the election process, the activities of participants
include, inter alia, registering with competent
authorities, opening transaction accounts, abiding
by deadlines for opening and closing transaction
accounts as well as the legal basis for presented
revenue and expenditure for the election process.

In the Final Audit Reports, the authorized state
auditor reports on: ascertained shortcomings,
inconsistencies and illegalities in the functioning,
financing and realization of  expenditure,
shortcomings that affect the operation in the
upcoming period and systemic weaknesses of the
legal regulations.

In line with the Annual Work Program for 2022, SAQ
carried out audits of the income statements of all
141 participants in the election campaign for the
Local Elections 2021 as follows:
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27 political parties;

22 coalitions and

independent candidates
supported by a “group voters".

92

The audit ascertained shortcomings concerning
disregard of the Electoral Code provisions, referring
to the following:

- some participants have not prepared and
submitted financial report for the election
campaign;

- some participants have not prepared and
submitted all legally prescribed reports, i.e.
Report detailing the expenses of the election
campaign transaction account (from the
day of its opening until the end of the first
election round), financial report for the
election campaign, as well as two reports
with a template for donations received on
the election campaign transaction account;

—> inconsistent application of deadlines
for submitting reports on revenue and
expenditure in the electoral process by
some participants;

- inconsistent application of legal deadlines
for closing the election campaign
transaction account and deletion of the
unique tax number by some participants;

- the total financial report of some
participants does not present revenue and
expenditure for paid political advertising
based on assignment agreements paid
by the State Election Commission, and
payments with assignment are not made
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through the transaction account of the
election campaign participant; and

-> fortwo participantsinthe election campaign
despite the fact that they have not opened
election campaign transaction account,
the competent election commission has
adopted decisions confirming the lists
of candidates for election of mayor and
election of council members and thus
enabled these two participants to take part
in the election process.

The election campaign can be financed from funds
from the regular account of the political party,
membership fees of the political party, donations to
the political party, donations from natural persons

2021 Election Campaign participants

in the amount of 3.000 euros and legal entities in
the amount of 30.000 euros in denar equivalent
value and political party credits intended for
election campaign.

To meet the legal obligations of broadcasters, print
media and electronic media (portals) regarding paid
political advertising during the election process,
financial resources are provided by the Budget of
the Republic of North Macedonia and paid by the
State Election Commission.

From the analysis of all sources of election
campaign funding, it was concluded that the
total amount of funds of 446191.000 denars were
structured as follows:

Total revenue 449.157.000 denars on the
Election Campaign participants’ accounts

Funds for paid political advertising

322.977.000 denars

i
I

Revenue from transferred funds from
donations from PP regular operations account

18.740.000 denars

p
o

Revenue from donations from legal entities and
natural persons in money, goods and services

33.052.000 denars

Revenue from transferred funds

L @

from PP regular operations account

74.388.000 denars




From the analysis of the revenue by types of funding
sources, it was concluded that 72% of the election
campaign funding was provided by the Budget of
the Republic of North Macedonia and paid by the
State Election Commission, while 28% were provided
by other funding sources.

519.3. POLITICAL PARTIES
- REGULAR OPERATION

Political ~ parties are non-profit,  voluntary
organizations of citizens, formed for achieving
and protecting political, economic, social, cultural
and other rights and beliefs, and for the purpose
of participating in the process of making political
decisions by participation in government.

Political parties achieve their goals through
democratic formation and expression of political
will by participating in elections, as well as in other
democratic ways.

They obtain funds for their activities from public
and private funding sources. The public funding
sources, the total funds for annual funding of
political parties are planned within the budget of
the Ministry of Justice for each fiscal year. As for the
legally provided private sources of funding, political
parties mostly provide funds from membership
fees and donations.

In addition, to achieve goals and perform activities
defined by their statute and by law, political parties
have the right to ownership of office space,
equipment, office supplies, means of transportation
and other movable property.
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SAQ, as the competent authority for supervising the
financial and material operations of political parties,
carries out audits of the regular operation accounts
of the largest political parties in the country.

Within the Annual Work Program for 2022, SAQ
planned and carried out audits of the financial
statements of four political parties: VMRO-DPMNE,
SDSM, DUI and Alternativa, thus covering 58% of
the total public sources of financing of the political
parties in 2021.

With  the performed audits we identified
shartcomings thatpaintto the need of strengthening
activities of responsible persons of the political
parties, particularly in relation to conducting full
and complete inventory of assets and liabilities,
setting up a method of collection, payment and
recording of revenue based on membership fees to
enable confirmation and complete records of the
property at parties’ disposal, as well as in relation
to assessment of separate balance sheet items
contained in the general ledger in accordance with
modified accrual accounting.

In the paragraph Emphasis of Matter, auditors
disclose shortcomings related to unpaid obligations
to suppliers from past years, and concerning
the structure of funding sources in terms of
participation of private and public funding sources.

The share of individual types of revenue by years
and by political party is presented in the following
graph:
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REVENUE OF POLITICAL With the analysis of the total revenue by types of
PARTIESFROM THE BUDGET sources of financing, it was concluded that the
OF THE REPUBLIC share of public financing from the Budget of the

Republic of North Macedonia for regular operation

OF NORTH MACEDONIA, of political parties shows upward trend in 2021 by 6%
DONATIONS AND compared to 2020, due to the increase in the total
MEMBERSHIP FEES source revenue from the Budget of the Republic of

North Macedonia.

In addition, with the performed audits we
continuously point to certain systemic weaknesses

in the Law on Financing of Political Parties and the
Revenue from the Budget of the g

Republic of North Macedonia need to overcome these weaknesses (detailed
information presented in the section "Systemic
178.269 Weaknesses').

121.580

2019 2020 2021
Revenue from donations Revenue from membership fees
67.710
15478
13.264

11.552

2019 2019

2020 2021 2020 2021
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The State Audit Office evaluates the degree
of compliance of laws and by-laws and gives
recommendations  for  amendments  and
harmonization thereof.

In this section, we highlight some of the key
established systemic weaknesses for which there
is a need for actions to be taken by the competent
authorities from the executive/legislative authority
to overcome them.

Law on Organization and Operation
of State Administration Bodies

Law on the Government of the
Republic of North Macedonia

Law on Commodity Reserves

Law on prevention of money
laundering and financing of terrorism

Section II. Organization and competence of state
administration bodies of the Law on Organization
and Operation of State Administration Bodies, does
not regulate the establishment of the General
Secretariat as a state administration body. Its
establishment is provided for in Article 39 of the
Law on the Government of the Republic of North
Macedonia, and thus it is necessary to harmonize
the above laws.

It is also necessary to harmonize Article 19 of
the Law on Organization and Operation of State
Administration Bodies in relation to the bodies
within the Ministry of Finance and their designation
with separate laws, the Law on Commaodity Reserves
and the Law on prevention of money laundering
and financing of terrorism.

Law on Organization and Operation
of State Administration Bodies

Law on Waters

It is necessary to harmonize the Law on Waters
and the Law on Organization and Operation of State
Administration Bodies concerning regulation of
competences of the Ministry of Environment and

Physical Planning and the Ministry of Agriculture,
Forestry and Water Economy in relation to
monitoring state of play, maintenance and
protection of waters.

Law on Judicial Budget
Law on Budgets

Harmanization of Article 14 of the Law on Court
Budget with Article 29 of the Law on Budgets
in relation to the time frame, i.e. deadlines for
drafting and submitting budget circular and budget
requests from courts.

Law on Financing
of Political Parties

It is necessary to amend Article 14 of the Law on
Financing of Political Parties in relation to adoption
of more specific guidelines for regulating the
manner of payment and recording of membership
fee as a source of funding for political parties
for the purpose of uniformity in the accounting
records and for confirmation of the legal limit for
each member separately, taking into account the
financing of the election campaign for a particular
process;

Article 15 of the Law on Financing of Political
Parties needs to be specified in terms of defining
preconditions and limitations when the political
party receives donations in real estate as a type of
tangible asset.



Electoral Code

To review and clarify provisions of Article 83
paragraph 2 of the Electoral Code in relation to
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 individuals and legal entities.

To amend Article 76-d of the Electoral Code by
prescribing measurable criteria for provision and
allocation of funds from the Budget of the Republic
of North Macedonia intended for paid political
advertising.

To regulate the manner of proving/confirming that
donors are not "related persons” with broadcasters,
printed 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 as well as unpaid liahilities on the election
campaign account.

To prescribe provisions for regulating whether
coalition or political party may support an
independent candidate - group of voters and use
the allocated funds for paid political advertising
for the independent candidate - group of voters.
If possible, under what conditions and in what
manner, and whether with such support, the
independent candidate is entitled to use the funds
due as an independent candidate.

To prescribe an obligation for submitting report
on used advertising panels and billboards by the
municipalities in the Republic of North Macedonia
and the City of Skopje.
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To take on activities for further regulation of the
Electoral Code for determining competent body
for monitoring and reporting on the election media
representation on the electronic media (internet
portals).

To review the need to supplement Article 76-d
paragraph 11 of the Electoral Code to provide
for establishment of interoperable system for
exchange and control of data on the activity of
banners in which all stakeholders will be involved.

| 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 media.

The further regulate conditions and criteria for
electronic media to apply for political advertising in
the State Election Commission.

To prescribe clear and precise criteria for allocation
of budget funds intended for paid political
advertising on electronic media (internet portals).

To reconsider the deadline for payment of
donations, i.e. itis 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, to enable Ministry of Finance
to regulate the manner of keeping ledgers and
preparing the financial report for the election
campaign with a bylaw, considering all types /
sources of campaign funds, particularly when
they do not involve cash inflow to the transaction
account.
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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.

To appoint authority for conducting training
related to financial reporting obligations, which will
contribute to improving transparency for timely
informing the public about the financing of the
election campaign.

|  Law on Customs Administration

Pursuant to Article 67 point 5 of the Law on Customs
Administration, it is necessary the Government of
the Republic of North Macedaonia to adopt an act for
defining specific job positions of customs officers.

|  Law on Customs

Pursuant to Article 246-a of the Law on Customs,
the Minister of Finance should adopt by-law for
prescribing the contents, the manner of keeping
customs records and removing from customs
records of import and export duties and other duties
and taxes collected by the Customs Administration.

Law on the Development Bank
of North Macedonia

Itisnecessary to amend the Law on the Development
Bank of North Macedonia, i.e. to specify Article 13
for regulating the right to subsidize interest of
funds from the Budget of the Republic of North
Macedonia, when the Development Bank borrows
money from external creditors.

| Law on Utility Fees

The utility 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 utility 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.

| Law on Property Taxes

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 for
harmonizing 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: by 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 linking of the
competent bodies.

The Law provides for the competences of the Public
Revenue Office for supervising the operation of the
bodies within the municipalities, municipalities in
the City of Skopje and the City of Skopje. However,
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.

| Law on Firefighting

Pursuant to Article 49 on the financing of activities
of the territorial firefighting units (TFFUs), 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 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 mator 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.

According to the Law on Public Sector Employees
professional firefighters employed in territorial
firefighting units belong to group Il - jobs of officials
with special authorizations, subgroup 10 - other
authorized officials in the field of security, defense
and intelligence.

The Law on Firefighting defines three categories of
jobs: Category A - Senior Management Firefighters,
Category B - Managing Firefighters and Category
C - Professional Firefighters. According to Article
5 of the law, the salary of professional firefighters
is 20% higher than the salary of other employees
with appropriate professional training for jobs
in the municipal administration. This provision is
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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.

Law on the City of Skopje
Law on Sports

Financing sports and recreation activities
is envisaged in the list of competencies of
municipalities in line with Article 22 paragraph 1
item 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 and 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.

Law on Use and Disposal of State-Owned
and Municipal-Owned Items

According to the provision of Article 21 paragraph (1)
of the Law on Use and Disposal of State-Owned and
Municipal-Owned Items, the municipalities in the
City of Skopje and the City of Skopje with a decision
may temporarily or permanently lease the real
estate owned by the municipalities, with or without
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compensation, to state bodies and 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 Healthcare

The Ministry of Health should take on activities
to review the legal solutions and the possibilities
for implementation and operation of the National
System for financial and accounting operations
in Public Healthcare institutions and the Central
System for recording working hours.

| 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.

Law on Waters

The Law provides for calculation of a variable value
of the fee for water discharge determined in the
permit for water discharge based on a "harmfulness
unit’, and calculated by the person who is
performing discharge of untreated wastewater
into the recipient. The Government, on proposal of
the Minister of Environment and Physical Planning,
should determine the method of calculating the
"harmfulness unit" in accordance with the amount
of water discharged in surface and underground
waters, and the method of payment of a variable
value of compensation for water discharge. With
the audit, we found that the by-law is not adopted,
and thus the methad of calculating "harmfulness
unit" is not defined and the permits for water
discharge do not define the variable value, which is
not calculated and collected.

Law on Waters
Law on Water Economy

Pursuant to the Law on Water Economy,
inspection supervision is carried out by
inspectors from the aspect of water use and
the state of affairs of water management
facilities and infrastructure in accordance
with the competences arising from the
Law on Waters. However, the Law does not
provide for inspection supervision of the
irrigation process of agricultural land as an
agrotechnical measure. It is necessary to
adjust the legal regulation on the competences
of the inspection supervision of irrigation as an
agrotechnical measure.



Law on Water Economy
Law on Pricing of Water Services

Defining the irrigation fee is not covered
as a water service in the Law on Pricing of
Water Services, which regulates the method
of determining the price of water services,
even though irrigation is the largest water
consumer. On the other hand, the legal
methodology for determining compensation
for irrigation has not been adopted, and
thus the prices set before the adoption of
the Law on Water Economy are used, which
significantly differ for irrigation of the same
crops by those performing water economy
activity. Itis necessary to review and adjust the
above legal solutions for defining the manner
of calculating irrigation fee, which is collected
by the operators of water economy activity.

| Law on Agricultural Land

The application of some of the provisions of the
Law on Agricultural Land creates a risk of non-
fulfillment of the objectives of the law. Therefore,
it is necessary to reconsider and improve the part
for regulating the procedure for leasing state
agricultural land with and without publication of
advertisement, the possibility for using agricultural
land for three years free of charge by natural
persons and trade companies whose managers
are under 40 years, as well as for introduction of
secondary legal protection for bidders in all stages
of the procedure.
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Law on seeds and seedlings
of agricultural plants

It is necessary to amend the Law on seeds and
seedlings of agricultural plants in relation to
the duration of validity of contracts for public
POWErs.

Law on Social Protection

Law on Financing of Local Self-Government
Units

Decree on the methodology for determining
criteria for allocation of block subsidies for
public institutions for social protection -
homes for the elderly

Public municipal institutions for social
protection - homes for the elderly are financed
with block subsidies, and allocation is carried
outinaccordance with the Law on the Financing
of Local Self-Government Units and the Decree
on the methodology for determining criteria
for allocation of block subsidies, without
taking into account the costs for ongoing
maintenance, construction and equipping of
social protection facilities, although they are
provided for in the Law on Social Protection.
The Ministry of Labor and Social Palicy, in
cooperation with the municipalities, should
take on activities to review and harmonize
the criteria for allocating Budget funds for
financing homes for the elderly.
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Law on Employment and
Unemployment Insurance

We identified inaccuracies in this Law and in
other laws, as follows:

» Article 67 of the Law provides for the conditions
when unemployed persons cannot receive
monetary compensation based on termination
of employment, which are not fully compliant
with the Law on Labor Relations in the part of
termination of employment contract;

> Article 68 of the Law does not precisely
regulate the method of calculating the amount
of monetary compensation when working part-
time calculated for full-time as provided for in
Article 66 paragraph 2 of the same Law, which
causes different action;

> Article 77 of the Law regulates termination
of the right to monetary compensation of an
unemployed person if he/she is referred to by
the Agency for employment, but the conditions
are not specified if the person:

| "refuses to contact the employer”, if the
person is assigned to a job with appropriate
professional training or has declared that
he/she accepts employment at a lower
level of professional training;

"

| "refuses to be employed by the employer
when the employer agrees and meets the
employment conditions, and also when
employment conditions are suitable for the
unemployed person;

| is employed to perform works under
contract;

» the Law does not precisely regulate whether
individual farmers and other categories of
persons who are not liable to pay contributions

for compulsory insurance in case of
unemployment have the right to monetary
compensation; according to the Law on
Mandatory Social Insurance Contribution, these
persons are liable for contributions to PDIF

» the Law does not contain provisions for
regulating Agency's rights to request return of
monetary compensation (for exp. Retroactively,
when unemployed person returns to work after
a court decision), as well as for determining
deadline for return of funds to the Budget
of the Republic of North Macedonia /Agency
subaccount.

Law on Construction
Law on the Protection of Cultural Heritage

There is a discrepancy in the definition of
the term ‘'reconstruction” in the Law on
Construction and the Civil Code. According
to the Law on Construction, the term
"reconstruction” is "performance of works
within the existing dimensions of a building that
affect the fulfillment of the basic requirements
for construction and change the compliance
of the building with the original construction
project by changing the facade, changing the
technological process and the installation,
rehabilitation and replacement of structural
elements and the like, i.e. performing works
that change the compliance of the building
with the original project." Whereas, according
to Law on protection of cultural heritage, the
term "reconstruction” is a procedure and
method of restoration of a protected asset
that has been largely destroyed or whose
structural and other parts have worn out. Due
to inconsistency of the term ‘reconstruction’
in both laws, the National institution for
protection, as well as other legal entities and



individuals carrying out conservation projects
face difficulties to secure approval from the
Ministry of Transport and Communications in
accordance with the Law on Construction.

Law on Mandatory Social
Insurance Contributions

The system for determining, controlling and
collecting contributions is not based on up-to-
date and complete integration and exchange
of data between the Public Revenue Office
and the institutions in the mandatory social
insurance system, the Pension and Disability
Insurance Fund, the Health Insurance Fund
and the Employment Agency, as provided for
in section 21 and 23 of the Law. The Public
Revenue Office has the obligation to submit
the legally provided information to the
institutions of the signed joint agreement.
However, Public Revenue Office submits
information only about collected contributions
and the amount of unpaid contribution from
tax payers that submitted the calculation and
have the obligation to pay thereof, and not
about the calculated obligation for payment of
all taxpayers as prescribed by this.
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RSM

PCM MAKEOOHWJA OOOEN Ckonje
Hawme pyes 8, 1000 Ckonje, P. CeBepHa MakenoHuja

T+389 (0)2 3233 301
E contact@rsm.mk
www.rsm.mk

M3BELWTAJ HA HE3ABUCHUOT PEBU3OP

Oo Co6paHueTo Ha Peny6nuka CeBepHa MakeaoHuja

U3BewTaj 3a hmMHaAHCUCKUTE M3BeLWITaun

Hve nssplumBme peBuanja Ha NpUNoXeHnTe UHAHCUCKU n3BeLwTan Ha [pXaBHNOT 3aBoA
3a pesBu3nja - CmeTka Ha oOcHoBeH Oyyer Ha Penybnuka CeepHa MakenoHuja
020021504063710, a koUWTO ro BKy4vyBaaT OMNaHCOT Ha NPUXOAMTe N pacxoauTe 3a roguHarta
KojawTo 3aBpLuyBa Ha 31 aekemBpu 2022, kako 1 GUNAHCOT Ha cocTojba 3aknyyHo Co Taa Aata, U
npernegoT Ha 3Ha4yajHUTe CMETKOBOACTBEHW NMONUTUKN U ApYrn objacHyBaYvkv GeneLuku.

OJdz080pHOCM Ha pakoeodCMeomo 3a huHaHCUCKuUmMe u3seewmau

PakoBOACTBOTO € 0AroBOPHO 3a NOArOTBYBaHKETO M 0BjEKTUBHOTO NPEe3eHTUparke Ha OBUe
(pMHaHCUCKM M3BELWTaM BO COMMAacHOCT CO 3aKOHOT 3a CMETKOBOACTBOTO Ha 6Byyetute u
ByLieTckuTe KopucHUUM, [paBUMHMKOT 3a CMETKOBOACTBOTO Ha 6Gyyetute u ByyeTtckute
KOpUCHMUM 1 TpaBUIHKKOT 3a npuMeHa Ha MefyHapogHUTe CMETKOBOACTBEHM CTaHapau 3a
jABHMOT CEKTOp Ha rOTOBMHCKA OCHOBA, M MHTEpHaTa KOHTPOMa KOjalTo € pefieBaHTHa 3a
MOAroTBYBaH€TO U OBJEeKTUBHOTO Mpe3eHTMpare Ha (UHAHCUCKM U3BellTan Kou LITO ce
ocno6ofieHn of MaTepujanHo MOTPeLIHO MpuKaxyBake, 06e3 pasnuka Janu e pesynTaT Ha
“3Mama unm rpeLuka.

Odz2080pHOCM Ha pesu3opom

Hawwa oaroBopHOCT e Aa n3pasvme MUCHEHE 3a OBME (PUHAHCUCKM U3BELLITan Bp3 OCHOBA
Ha Hawarta pesu3nja. Hue ja cnpoBegoBme Hallata peBu3nja BO COrMacHOCT CO CTaHaapauTe 3a
peBu3uja Kou WTO ce BO NpumeHa Bo Penybnuka CesBepHa MakeanoHuja. Tue ctangapav 6apaat
[4a rv nodymMTyBame eTudkute 6apama v fa ja nnaHupame n M3BpLIMME peBusmnjaTa 3a aa gobueme
pa3ymMHO yBepyBahe 3a Toa Aanu puHaHcUckuTe M3BellTau ce ocrnobofeHu o MaTepujanHo
MOrpeLLHO NpUKaXyBak-e.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

PCM MAKEOQOHWJA NOOEN Ckonje e uneH Ha PCM mpexata u Tpryea kako PCM. PCM e TproBckoTo MMe Koe ce KOPUCTU O CTpaHa Ha uneHkute Ha PCM mpexata. Cekoj
uneH Ha mpexata PCM e He3aBMCHO [pyLUTBO Koe paboTi cornacHo cBouTe AoaeneHu npasa v obepcku. Mpexara PCM camata He e noce6HO npaBHO nuLe Bo H1eaHa
iyprcamkumja
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RSM

PCM MAKEOOHWJA OOOEN Ckonje
Nawme pyes 8, 1000 Ckonje, P. CesepHa MakenoHuja

T+389 (0)2 3233 301
E contact@rsm.mk
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PeBuavjaTa BkyyyBa M3BpLUYBake Ha NOCTankK 3a npubaByBake Ha PEBU3OPCKU LOKa3M
3a u3HocuTe 1 obenoaeHyBararta BO MHaHCUCKMTE m3BewTaun. M3bpaHuTe nocTtanku 3aBucat
o[l pacyayBa-eTO Ha PEeBU30OPOT, BKIYYyBajku ja U MpoLeHKaTa Ha pusuuMTe of MaTtepujanHo
MOrpeLLHO NpuKaxkyBaHe Ha PrHaHCUCkMTe M3BelTaun, 6e3 pasnuka fanu e pesynTaT Ha n3mama
unu rpelka. Kora ru npaBu Tve NpOLEHKM HA PU3UKOT, PEBU3OPOT ja pasrnefyBa MHTepHaTa
KOHTpOMna peneBaHTHa 3a MOATrOTBYBaH-ETO W OBJEKTUBHOTO MpPe3eHTUpare Ha (UHAHCUCKUTE
M3BELITaN Ha EHTUTETOT 3a Aa obnuKyBa PEBM3OPCKM MOCTaNKM KOMLITO Ce COOABETHU BO
OKOMTHOCTUTE, HO HEe 3a LenTa Ha u3pasyBarkbe Ha MUCMere 3a edeKTUBHOCTa Ha MHTepHaTa
KOHTpONa Ha eHTUTeToT. PeBuaujaTa UCTO Taka BKMydyBa M OLEHKA Ha COOABETHOCTa Ha
KOPUCTEHUTE CMETKOBOACTBEHWU MOMUTUKM U Ha pasyMHOCTA Ha CMETKOBOACTBEHUTE MPOLIEHKU
HanpaBeHW Of CTpaHa Ha pPakoBOACTBOTO, KAKO U OLleHKa Ha CEBKYMHOTO Mpe3eHTupame Ha
chMHaHCKCKUTE U3BELLTaN.

Hwne BepyBamMe eKa PeBU3OPCKUTE OOKa3n KOMULWUTO M nmame np|/|6aBeHo ce gocTtatHu n
coofBeTHU 3a fa o6e3beaaT ocHOBa 3a HalleTo PEBU3OPCKO MUCTIEH-E.

Mucnemwe

Cnopep HaweTo Mucnewe, MHaHCMCKUTE M3BellTan ja npe3eHTUpaaT 06jeKTUBHO, Of
cuUTe MaTepujanHu acnekTu, puHaHcuckaTa coctojba Ha [pxaBHMOT 3aBof 3a peBusmja - CmeTka
Ha ocHoBeH OyyeT Ha Penybnuka CeBepHa MakepoHuja 020021504063710 3aknyyHo co 31
AekemBpu 2022 roguHa, Kako M HEroBWTe NMPUXOAM WM Pacxoau 3a roguHaTa KojalTo 3aBpluyBa
Torall BO COrMacHOCT co 3aKOHOT 3a CMETKOBOACTBOTO Ha Oyuetute u GyLleTcKMTe KOPUCHULM,
MpaBUNHUKOT 3a CMETKOBOACTBOTO Ha BylleTnTe n Gyyetckute kopucHuum u MpaBunHKMKOT 3a
npumeHa Ha MefyHapofgHWTe CMETKOBOACTBEHW CTaHAApAM 3a jaBHMOT CEKTOP Ha roTOBMHCKA
OCHOBa.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

PCM MAKE[IOHWJA AOOEN Ckonje e unieH Ha PCM Mpexara u Tprysa kako PCM. PCM e TproBckoTo Me Koe Ce KOpUCTM Of1 CTpaHa Ha uneHkute Ha PCM mpexata. Cekoj
uneH Ha mpexata PCM e HesaBuCHO ApYLITBO koe paboTu cornacHo ceouTe foAeneHn npasa v obepcku. Mpexata PCM camata He e noce6Ho npasHo nuue B HueaHa
jypucankuvja
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PCM MAKEAOHWJA OOOEN Ckonje
Hawme pyes 8, 1000 Ckonje, P. CeBepHa MakeaoHvja

T+389 (0)2 3233 301
E contact@rsm.mk
www.rsm.mk

W3BewTaj 3a gpyru npaBHU U perynaTtuBHU 6apara

Bo cornacHocT co 3akoHOT 3a ApxaBHa peBu3uvja, [pXaBHMOT 3aBOA 3a peBu3uja uma
o6Bpcka Aa U3roTByBa roguLleH U3BeLLTaj 3a U3BpLUEHUTe peBusun 1 3a pabotata Ha [Jp)kaBHUOT
3aBo/ 3a pesusMja.

Hawa OAroBOPHOCT BO COrfacHoCT co 3aKoHOT 3a peamamja € [a u3pasnmmMme Mmucriewe Bo
BpCKa CO KOH3UCTEHTHOCTa Ha rogulHnoOT VISBeLLITaj 3a pa60Ta CO rogvwiHaTta cMeTka WU
CbVIHaHCVICKVITe n3pewTan 3a ucrtata roguHa.

Mucnene

Cnopef Hale Mucrnene, NogaToumTe BO FOAUWHMOT U3BELLTAj C€ KOH3UCTEHTHU CO OHUe
BO roguwHarta cMmeTka M puHaHcuckute nssewTam Ha [pXaBHUOT 3aBod 3a pesusumja 3a 2022
roavHa.

Ckonje, 31.05.2023

OpywTBO 3a peBnsuja
OBnacTteH peBunsop PCM MAKEOOHWJA OOOEJ Ckonje

Jbybuua EBTumoscka Koctoscka Jarnvka J%aﬂosa AHfpujecka

=
GRA
L451 ,-1 GA B
st )
<JpywTen 33 pesu3uja PCM
MAKEZOHWIA NO0EN Cronje

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

PCM MAKELLOHMJA JOOE/ Ckonje e uneH Ha PCM mpesxata v Tprysa kako PCM. PCM e TproBckoTo uMe koe ce KOpUCTW 0 CTpaHa Ha uneHknTe Ha PCM mpesxata. Cekoj
uneH Ha mpexarta PCM e He3aBUCHO [pyLLTBO koe paboTu cornacHo cBouTe oAenexu npaea n o6spcku. Mpexarta PCM camarta He e noce6Ho npaBHO NuLie BO HUeaHa
jypucamkumja.
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BUNAHC HA NPUXOOW W PACXOaMN

B8O AeHapH
OGpaznox Peanwamparo Peanwaupamo
OnKe Ha noauymjaTa enwe  Eyyer 2022 202 20
Mpuxoan
Tpascdepi ¥ AOHELMA 1. 139.675.000 133.663.705  111.147.301
_Brynwo nprxogm 139.875.000 133.663.705  111.147.301
Pacxogm
TexosHu pacxogm 32
Tinarm, Haeseatm M HAQOMECTOUM 321 102.680.000 100.721.812 93.783.726
Crom U yenymm 322 27.075,000 23526.749 13.368.469
Pasnu Tpancepn 323 1.580.000 1.303.105 291.580
BxynHO TexoBHM pacxoau 131.335.000 125.551.666  107.453.775
Kanuranum pacxogm 33
Kamitans pacogm 8.540.000 8.112.039 3.693.526
BrynHO KANWTANHK PACXOLN 8.540.000 8.112.03% 3.691.526
Bryno pacxoam 139.875.000 133.663.705  111.147.301
Heto emwox Ha npuxogm - gobuexa no
Cronje, 21.02.2023
# |
Y#}h OATOCER
PaxopoguTen Ha oAneneHne 3a
GyyeTcka kOHTpONa u NNakakwa
Nawue Avrenoscka
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lpwasew 13804 12 peanava
DHHAHCHCKIA WIBEWTAN 38 CMETATA Ha ocHoses ByueT wa PCM 37-10 38 roawmate 3aspuwesa 1a 31 aexemapw 2077

BEWNAHC HA COCTOJBA

B0 AEHIPH
Obpaano-
Onmc Ha nowumjaTa wOHME 2022 2021

AxTHea

Texosun cpencrsa 4.1,

MNoGapysana on KynyBaum 411 218.497 218.497
MoGapysawa on epaboTenure 412 223,301 74137
AXTHBHA BPEMEHCIH DAITPEHIYY BaILA 413 14.219.873 9472618
3armom 414 1.684.777 1.625.110
_Bxynwo TexosHm cpencTsa 16.356.448 11.390.362
MNocrojaun cpeacrea 42

Hemarepujansm cpeacrsa 421 9.054 927 8.549.427
Marepujaniv cpeacTaa 422 440110800 367.019.426
_Bxynno nocrojanu cpencTea 449.166.827 375.568.853
Bryna axtusa 465.522.275 386.969.216
BonbGunancsa axTea - o
MNacwoa

Texoauu obepckn 4.3

Kpatkoposmm ofspcin cnpema pobiasy Baqum 431 1.301 645 1163527
Kpatxopostn obapci 3a nnark w apyri oBapcim crnpema

apaborermre 432 9.054 967 8.309.091
MacBHM BpemMesCKA PaIrpaHy Barka 433 441 798 292 634
Brynxo TexoeHu 06 BpCKM 10.798.410 9,765,252
Aonropounu o6BpcKM 44, 3.863.261 -
Hisopw Ha cpeacTea 4.5,

Wasopw 1a xanuTanm cpeacTea 376 107 605 374,223 689
Peaanopwialmona pesepea 74,752 999 2970274
BrynHo u3BOpK Ha NENOBMK CPeACTBa 450.860.604 377.193.963
Brynua nacuea 465.522.275 386.959.215
BoxBunaHcHa nacKea = %
Cronje, 21.02.2023 1, 4

D= / .I.HW
O cers =
Pakosoguten ka opaenexwe 3a naeex npxaseH pesnaop
Byuetcka koHTpoNa v Nnakarka
[anye Awvrenoscka Makcum Auescku
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®duHaHcucky n3BelwTan 3a CmeTkarta Ha ocHoBeH ByuieT Ha PCM 637-10 3a roguHaTa 3aBplueHa Ha 31 aekemspu 2022

NPENeEQ HA NPOMEHU HA U3BOPU HA CPEACTBA

BO AeHapu
OcraHart kanutan
(3annxv Ha
OnuC [pxaBeH jaBeH mMarepujanu, BiyrHo
KanuTan pesepBHM AeNoBU 1
CUTEH MHBEHTap K
XapTum of, BPeOHOCT)
Coctoj6a 01.01.2022 roguHa 375.568.853 1.625.110 377.193.963
3ronemMyBaH-€ N0 OCHOB Ha: 87.659.610 1.047.216 88.706.826
3ronemyBare Ha BpegHocTa
(kanutanusauuja) 15.827.185 1.047.216 16.874.401
Mo nonwuc 2022 -
Pesanopusauuja 71.832.425 71.832.425
HamanyBaie no ocHOB Ha: 14.062.636 977.549 15.040.185
AwmopTusaumja 13.706.444 13.706.444
M3patHuum 966.747 966.747
Mo nonwnc 2022 306.492 10.802 317.294
Pesanopusauuja 49.700 49.700
Cocroj6a 31.12.2022 roauHa 449.165.827 ~ 1.694.777 450.860.604
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PCM MAKEOOHWJA OOOEN Ckonje

[Oawme pyes 8, 1000 Ckonje, P. CeBepHa MakenoHuja

T+389 (0)2 3233 301

E contact@rsm.mk
www.rsm.mk

M3BELWUTAJ HA HE3ABUCHUOT PEBU3OP

[Oo CobpaHueTo Ha Peny6nuka CeBepHa MakegoHuja

U3BewTaj 3a oHaHCUCKUTE N3BELWITan

Huve n3BpnBmMe pesusmja Ha NpunoxeHuTe UHAHCUCKM u3BeLLTan Ha [pxxaBHUOT 3aBof
3a peBum3mja - CmeTka Ha ocHoBeH Oyuer Ha Penybnuka CeBepHa MakegoHuja
020021504063119, a KOMLITO ro BKIy4yBaaT GUNaHCOT Ha NPUXoAUTE U pacxoauTe 3a roguHaTa
kojauTo 3aBpLlyBa Ha 31 gekemspum 2022, kako 1 6uNaHCOT Ha cocTojba 3aknyyHo Co Taa gaTta, u
npernegoT Ha 3HayajHUTe CMEeTKOBOACTBEHW NONUTUKN U ApYrn objacHyBaYvku GeneLuku.

OdeoeopHocm Ha paKoeodcmeomo 3a (pLIHaHCUCKUme useewmau

PakoBoACTBOTO € 0AroBOPHO 3a NOArOTBYBaHETO 1 0BJEKTUBHOTO Npe3eHTHpatLe Ha OBue
(bMHAHCUCKM M3BeLTaM BO COMMacHOCT CO 3aKOHOT 3a CMETKOBOACTBOTO Ha Gyyetute u
OyleTckuTe KopucHUUM, [paBUMHUKOT 3a CMETKOBOACTBOTO Ha 6Gyuetute u ByyeTtckute
KOpUCHUUM 1 TlpaBUIMHMKOT 3a npumeHa Ha MefyHapoOHWTe CMETKOBOACTBEHM CTaHAaapau 3a
jABHMOT CEKTOp Ha rOTOBMHCKA OCHOBA, M WMHTEpHaTa KOHTpoOfla KojalTo € pefieBaHTHa 3a
MOAroTBYBaH-€TO N OBJEKTUBHOTO MpeseHTMpake Ha (UHAHCKUCKM M3BelTau Kou LWTo ce
ocnobogeHn of MmaTepujanHo MOrpelHo MpukaxyBare, ©e3 pasnuka Janv e pesynTtaT Ha
“3Mama unu rpeLuka.

Odz2080pHOCM Ha pesu3opom

Hawa oaroBopHOCT e Aa u3pasumMe Mucrewe 3a oBre (hMHAHCUCKV U3BeLITan BpP3 OCHOBA
Ha HawaTa peBu3uja. Hue ja cnpoBefoBMe HalaTa peBu3uja BO COrMacHOCT CO cTaHAapauTe 3a
peBu3nja kou WTO ce Bo npumeHa Bo Penybnuka CeeepHa MakegoHuja. Tue ctraHgapam 6apaat
[a rv nouMTyBame eTudkuTe Gaparba 1 a ja nnaHvpame v U3BpLUMME peBusmnjaTta 3a Aa fobvemve
pa3yMHO yBepyBake 3a Toa Aanu huHaHcuckuTe m3BeluTan ce ocrnobofeHn on maTepujanHo
NorpeLUuHo NpuKaxkyBake.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

PCM MAKE[IOHWJA [IOOEN Ckorije e unex Ha PCM mMpexara v Tprysa kako PCM. PCM e TProBckoTo Me Koe e KOpUCTH Ofy CTpaHa Ha ureHkute Ha PCM mpexara. Cekoj
uneH Ha mpexata PCM e HesaBuCHO ApyLWITBO koe paBoTn cornacHo ceouTe foaeneHn npasa n o6epcki. Mpexarta PCM camarta He e noce6HO NpaBHO nvLe BO HueaHa
iypucankuvja
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PCM MAKEOOHWUJA OOOEIN Ckonje
[awme pyes 8, 1000 Ckonje, P. CeBepHa MakenoHuja

T+389 (0)2 3233 301
E contact@rsm.mk
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Pesun3sunjata Bkny4vyBa nsBpLUyBare Ha NOCTanku 3a npubaByBake Ha PEBU3OPCKU A0Ka3M
3a u3HocuTe 1 obenofdeHyBawaTta BO UHAHCUCKMTE usBewlTan. MsbpanHnte noctanku 3asucat
o[ pacydyBaheTO Ha PeBWU3OPOT, BKIYYyBajKM ja M MpoLeHKaTa Ha pusnuMTe of MaTtepujanHo
norpeLIHo Npukaxysame Ha (hrHaHCUCKMTe nsselutaun, 6e3 pasnuka ganv e pesynrtar Ha usmama
unu rpewka. Kora ru npaBu TWe MPOLEHKN Ha PU3MKOT, PEBU3OPOT ja pasrnedyBa WHTepHaTa
KOHTpONa peneBaHTHa 3a MOAroTBYBaHETO W OBJEKTUBHOTO MpeseHTMpare Ha PUHaAHCUCKUTE
u3BellTan Ha EeHTUTETOT 3a fa ob6nuKyBa PEeBM3OPCKM MOCTAMKM KOMLITO Ce COOABETHU BO
OKOJSTHOCTUTE, HO He 3a LenTa Ha u3pasyBame Ha Mucnere 3a eeKTMBHOCTa Ha WHTepHara
KOHTpONna Ha eHTUTeToT. PeBuanjaTa MCTO Taka BKIyvyBa WM OLlEHKA Ha COOABETHOCTa Ha
KOPUCTEHNUTE CMETKOBOACTBEHM MOSMUTUKN M Ha pa3yMHOCTa Ha CMETKOBOACTBEHMUTE MPOLIEHKN
HanpaBeHW o[ CTpaHa Ha PaKoBOACTBOTO, Kako M OLEHKa Ha CEeBKYNMHOTO MpeseHTUpare Ha
duHaHcMCKNTE n3seLuTau.

Hwne BepyBamMe eKa PeBU3OPCKUTE OOKa3n KOULWITO M nMmame np|/|6aBeHo ce gocrtatHun n
cooABeTHU 3a Aa o6e3beaart ocHOBa 3a HaLLETO PEBU3OPCKO MUCTIEHE.

Mucnewe

Cnopep HaweTo Mucrnewe, MHAHCMCKUTE M3BellTan ja npe3eHTUpaaT 06jeKTUBHO, of
cuUTe MaTepujanHu acnekTun, hmHaHcuckata coctojboa Ha [paBHUOT 3aBof 3a peBusuvja — CmeTka
Ha ocHoBeH OyeT Ha Penybnuka CeBepHa Makeponuja 020021504063119 3aknyyHo co 31
aekempun 2022 rogmHa, Kako M HEroBuTe MpUXoaM M pacxodu 3a roguHaTa KojalTo 3aBpLuyBa
Torawl BO COrfacHOCT co 3aKOHOT 3a CMETKOBOACTBOTO Ha OyLleTute u ByLieTCKUTe KOPUCHULM,
MpaBWMHUKOT 3a CMETKOBOACTBOTO Ha OyyeTunte u Byuetckute kopucHUUM u MNpaBunHMKOT 3a
npumeHa Ha MerfyHapogHWTe CMETKOBOACTBEHW CTaHOApAM 3@ jaBHMOT CEKTOp Ha roTOBMHCKA
OCHOBa.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

PCM MAKEZJOHWJA [JOOEN Ckonje e uneH Ha PCM Mpexara u Tprysa kako PCM. PCM e TproBckoTo UMe koe ce KOpUCTY Of CTpaHa Ha unieHkute Ha PCM mpexarta. Cekoj
YneH Ha Mpexarta PCM e HesaBuCHO ApPYLWTBO Koe pSGOTM COrnacHo csouTe oAerneHn npaea n OGBDCKM Mpe»(aTa PCM camarta He e noce6Ho NpaeHO nvue BO HueaHa
jypucavkumja
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PCM MAKEOOHWJA OOOEN Ckonje
[Hawme pyes 8, 1000 Ckonje, P. CeBepHa MakegoHuja

T+389 (0)2 3233 301
E contact@rsm.mk
www.rsm.mk

W3BewTaj 3a gpyru npaBHU U peryriaTuBHu 6apara

Bo cornacHocT co 3akoHOT 3a gpxaBHa peBu3uja, [pxaBHMOT 3aBo4 3a peBu3uja nma
ob6Bpcka Aa U3roTeyBa roguLleH U3BeLLTaj 3a U3BPLUEHUTE peBu3umn 1 3a pabotata Ha [jpxaBHUOT
3aBo[ 3a pesusuja.

Hawa OAroBOPHOCT BO COrnacHoOCT co 3aKkoHOT 3a peBVI3VIja € [Ja u3pasmme Mucrneswe Bo
BpCKa CO KOH3UCTEHTHOCTa Ha roguLLUHUNOT VISBeLIJTaj 3a paGOTa CO roguvwiHata CMeTka U
CpVIHaHCVICKI/ITe n3BelwTam 3a ucrtata rognHa.

Mucnenwe

Cnopep Halle Mucnewe, NogaToumTe BO FOAULLHMOT U3BELLTAj C€ KOH3UCTEHTHU CO OHUE
BO roguvwiHaTa cMeTka u (pmHaHcuckuTe m3sewTam Ha [pxaBHMOT 3aBoj 3a pesBu3nja 3a 2022
rogvHa.

Ckonje, 31.05.2023

[pywtBo 3a pesusnja
OBnacTeH peBu3op PCM MAKEOOHWJA OOOEN Ckonje

Jbybuua EBTumoscka KoctoBcka Jarnuka Jopﬁﬁﬁosa AHngpujecka

“JpywTea 33 pesu3suja PCM
MAKELOHWIA [IOOEN Cxonje

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

PCM MAKELJOHWJA NOOEN Ckonje e uneH Ha PCM mpexarta u Tprysa kako PCM. PCM e TproBckoTo UMe koe Ce KOPUCTU O/} CTpaHa Ha uneHkute Ha PCM mpexarta. Cekoj
uneH Ha mpexarta PCM e He3aBMCHO [pyLUTBO koe paBoTu cornacHo cBouTe Jofenenu npaea n o6spcku. Mpexarta PCM camarta He e noce6HO npaBHO niLe BO HUeaHa
jypucankumja,
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DuEBCHCHN MIBEWTAR 33 CaeTea wa ocsosen Byyet wa PCM 63116 sa 1 B 3a8puena va 31 pesemepn 2072
BWUNAHC HA NPHUXOOW M PACXOON
@80 Jewapy
O6paino Byyer Peansampano Peanuawpaxo
Onwe Ha noanumjaTa KEHHE 2022 2022 2021
Mpuxoan 3.1,
Tpancdepn W gosaumm 3.1.1 2 970 000 2404 120 2516.120
BxynHo npwxogn 2.970.000 2.494.120 2.516.120
Pacxonm 3.2
TexosHn pacxoam
Crokm v yenyrm 321 896.000 84.316 22 000
BxynHo TEKOBHHM pacxoam 896.000 84.316 22.000
Kanwranum pacxoamn
Kanutanum pacogw 322 2 074.000 2.039.966 -
BrynHo xanuTanuu pacxoam 2.074.000 2.039.966 -
Bxynuo pacxoam 2.970.000 2.124.282 22.000
OcTeapen BMWOKX HA NpUXOaK - 369.838 2.494.120
[anoum, NPHAOHECK M APYTW SaBaNKK
Off BUWOKOT Ha NpUxoan
HeTo BHWOK Ha NpHXOQW - 360.838 2.494.120
PacnopenyBatbe Ha BMUWOKOT Ha NPHXOAW
[len oA HETO BILOKOT M2 NPHXOAKM 38 NPEHOC
80 HapegHa rognsa - 368.838 2494120
OfBpckv 33 AaHOK Ha J0DwBKa &
BxynHo pacnopeq Ha SMILOK Ha NpMXOAM - 369.838 2.454.120
Cronje. 21.02 2023
‘} - = F 4”
KMol cxa | 4/
Paxkosouten va ogaenexne 3a nasex apwasen pesu3op
Gyyercxa xOoMTpOona w nNnakarwa
Nawue Axrenoacka Maxcium Auesckm
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fp ELLLLEEY. ¥
oy vasewTan 18 CueTia wa ocnosen Byue® na PCM 631 19 ja rogw-ata saspwesa va 31 sovemspn 2002

BUINAKHC HA COCTOJBA

€0 dexapu
O6paino

Onwmc Ha nozuumjata weHHe 2022 2021
AxTuBa
TexoBHM cpeacTea 41
Mapwkm cpegeTea 411 369.838 2494120
TMNobapysaia oa rynysaunTe BO Jemara 412 9,341 850 9.341 850
MNobSapysasea of spaboTennre 413 . s
AXTHBHW BDEMEHCKA PAIIPAHWIYBALE 414 - .
BxynHo TexoBHK cpoaCTRa 9.711.688 11.835.970
Nocrojanm cpeacTaa 42
Hemarepwanuw cpeacTsa 421 .
Marepuanmm cpeacTaa 422 s ?
Bxynwo nocrojanm cpeacrea - -
_Bxynna axtwea 9.711.688 11.835.970
BoH6MNaHCHA EBMAGHUIMIA - KTHEA - -
Nacusa
Texoaxn oBapckn 4.3
Kparkopounn obepcxm cnpema nobasyeadn 431 . .
MacvaHK BPEMEHC KM PA3rPaHiyyBara 432 9,711,688 11,835.970
Brynwo TexoBHH 0B BpPCKM 9.711.688 11.835.970
Wasopw Ha cpepcTsa 44
WMasopw Ha ranuTansu cpeacTsa - -
Pesanopriaunona pesepea - -
Bxynuo MIBopw Ha AenoBHK CpeacTsa . -
Brynua nacuea 9.711.688 11.835.970
Bowbunancxa esmaenunja - nacuea - »

Cxonje. 21.02.2023 )
S 7
UTL‘»LL LOCCK s platt

PakosoauTen Ha ogneneHue aa r nmy‘hpnun pesuaop
GyueTcKa KOHTpONa U Nnakawa
[LlaHye AHrenoBcka Maxcum Aueacxkn
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PCM MAKEOOHWJA NOOEI Ckonje
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M3BELUTAJ HA HEBABUCHUOT PEBU3OP

[No CobpaHueto Ha Penybnuka CeBepHa MakepnoHuja

U3BewTaj 3a pHaHCUCKNTE n3BeLITan

Huve n3BpmBme peBusmnja Ha NpunoxeHnte MHaAHCUCKM n3BelTam Ha [pxaBHUOT 3aBofg
3a peBu3uja - CmeTka Ha OyueT Ha goHauum Mpoekt op General Court of Audit — Saudi FISP, a
KOULLTO ro BKIy4YyBaaT OMNaHCOT Ha NpUXoauTe M pacxoauTe 3a rogvMHaTta KojalTo 3aBpLuyBa Ha
31 pekemBpu 2022, kako M GunaHCOT Ha cocTojba 3akny4yHo CO Taa AaTa, W npernesoTt Ha
3Ha4ajHUTe CMEeTKOBOACTBEHWN MOMUTUKN U ApYrv 0BjacHyBauku GeneLuku.

O0dzo080pHOCM Ha pakoeodcmeomo 3a ¢huHaHcUCKume useewmau

PakoBOACTBOTO € OArOBOPHO 3@ NOArOTBYBaH-ETO U OGJEKTUBHOTO MPE3eHTUpaHe Ha OBUE
(bVMHaHCUCKM M3BelTan BO COMMACHOCT cO 3akoOHOT 3a CMETKOBOACTBOTO Ha Oyuetnte u
GyLIeTCKUTE KopUCHULM, MpaBUMHMKOT 3a CMETKOBOACTBOTO Ha ByLleTUTe U BYLIETCKUTE KOPUCHULM
u MpaBuUnHUKOT 3a NpuMeHa Ha MefyHapoaHUTE CMETKOBOACTBEHW CTaHAapAW 3a jaBHUOT CEKTOp
Ha rOTOBMHCKa OCHOBA, M WHTEpHaTa KOHTpOSia KojalluTo € peneBaHTHa 3a MOArOTBYBaH-ETO U
06jEKTMBHOTO Npe3eHTNpake Ha (PUHAHCUCKM U3BELLITan KoW LITO ce ocrnobodeHn of MatepujanHo
NorpeLLHo NpuKaxyBahe, 6e3 pasnuka Aanv e pesyntart Ha usmama WUnu rpeLuka.

Odz0eo0pHOCM Ha pesu3opom

Hawa ofroBopHOCT € Aa U3pasume MUCTEHE 3a OBME (OMHAHCUCKM W3BELLTauN BP3 OCHOBA
Ha HawarTa pesu3uja. Hue ja cnpoBegoBMe HallaTa peBu3uja BO COTMACHOCT CO CTaHaapauTe 3a
peBuM3uja Kou WTO ce BO NpumeHa Bo Penybnvka CeepHa MakefoHvja. Tue ctaHaapav 6apaat ga
rM nouuTyBame eTudkuTe Gaparsa U [a ja nnaHupave v M3BpLUMMe peBusujaTa 3a aa gobueme
pasyMHO yBepyBatbe 3a Toa Janu (hUMHaHCWUCKUTE U3BelTau ce ocrnobGoaeHu o MaTepujarniHo
MOTPELLHO NPUKaXYBaH-E.

PeBu3aujaTa BKknydyBa U3BpLUYBaHe Ha NMocTanku 3a nNpubaByBare Ha PEBU3OPCKU [0Ka3n
3a U3HocuTe 1 obenofeHyBamaTta BO (hMHaHCUCKUTE U3BeLlTaun. M3bpaHnuTe nocranku 3aBucaT of
pacydyBareTO Ha pPeBW30POT, BKIY4YyBajkU ja W MpoOLEHKaTa Ha pu3MUMTE oA MaTepujariHo
MOTPELLHO MPUKaXKyBake Ha (puHaHCKCKUTe n3BelTaun, 6e3 pasnuka Janu e pesynTtaT Ha u3mama

THE POWER OF BEING UNDERSTOOD
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PCM MAKELJOHWJA JOOEN Ckonje e uneH Ha PCM mpexata u TpryBa kako PCM. PCM e TproBckoTo 1Me koe Ce KOpUCTY Of CTpaHa Ha uneHkute Ha PCM mpexarta. Cekoj uneH
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unu rpewka. Kora rv npaeBu TMe MPOLEHKM HA PU3UKOT, PEBU3OPOT ja pasrrefysa WHTepHaTa
KOHTpOMa penesBaHTHa 3a MOArOTBYBAHETO W OGJEKTUBHOTO Mpe3eHTupare Ha (UHaAHCUCKUTE
u3BeWwTan Ha eHTUTeTOT 3a ga obnukyBa PEBM3OPCKM MOCTamKM KOUWTO Ce COOABETHU BO
OKOITHOCTUTE, HO HEe 3a LenTa Ha u3pasyBatbe Ha MUCnewe 3a edeKTUBHOCTa Ha UHTepHaTta
KOHTpOMa Ha eHTUTeToT. PeBu3aujaTa WCTO Taka BKMydyBa W OLEHKA Ha COOABETHOCTa Ha
KOPUCTEHWUTE CMETKOBOACTBEHU MOMUTMKA U Ha pPas3yMHOCTa Ha CMETKOBOLCTBEHUTE MPOLEHKM
HarnpaBeHM Of CTpaHa Ha PAaKOBOACTBOTO, Kako M OLEHKa Ha CEBKYMHOTO Mpe3eHTMpare Ha
bMHaHCUCKUTE U3BeLITaun.

Huve BepyBame geka peBM3OPCKUTE AOKa3W KOMLUTO M MMame npm6aBeHo ce OOoCTaTHU u
COOABETHM 3a fa 06e3beaaTt OCHOBA 3a HaLLeTo PEBU3OPCKO MUCTIEHE.

Mucnene

Cnopep, HaleTo MUCNEeHe, PMHAHCUCKMTE M3BELUTaM ja npe3eHTUpaaTt O6jeKTMBHO, 0f
cuTe MaTepujanHu acnekTu, pmHaHcuckaTa coctojba Ha [pxaBHWOT 3aBoj 3a pesuanja - CmeTka
Ha GyyeT Ha goHauum lMpoekT og General Court of Audit — Saudi FISP 3akny4yHo co 31 gekemspu
2022 roavHa, Kako M Herosute NPUMXOAM WM Pacxodu 3a rogvHaTa KojalTo 3aBpLuyBa Torawl BO
COrnacHOCT Co 3aKOHOT 3a CMETKOBOACTBOTO Ha BylleTuTe u ByLieTckute kKopucHuum, MNpaBuUnHUKOT
3a CMEeTKOBOACTBOTO Ha byyeTtnte n OylleTckute KopucHuuM u [NpaBWMHUKOT 3a MpuMeHa Ha
MeryHapogHuTe CMETKOBOACTBEHM CTaHAAPAM 3a jaBHUOT CEKTOP Ha rOTOBUHCKa OCHOBA.
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W3BewTaj 3a Apyru npaBHU U perynatMBH1 6apara

Bo cornacHoCT co 3aKkoHOT 3a ApxaBHa peBuauja, OpkaBHWOT 3aBOL 3a peBu3svja uMa
obBpcKka [a U3roTeyBa roavileH U3BeLLTaj 3a U3BPLUEHUTE PeBU3UM U 3a paboTaTta Ha [pxaBHMOT
3aBO[, 3a peBu3uja.

Hala oaroBopHOCT BO COrmacHoCT co 3akOHOT 3a peBuanja e Ja u3pasuMe MUCTEHE BO
BPCKA CO KOH3UCTEHTHOCTA Ha TOAMWHWMOT M3BewTaj 3a paboTta CO roguwHaTta cMmeTka u
(puHaHCUCKMTE 13BeLITan 3a ucTaTa rogmHa.

Mucnene

Cnopen Halle mucnewe, nogatoumTe BO rOAWLIHUOT M3BELLTAj CE KOH3UCTEHTHU CO OHME
BO roguHata cMeTka n MHaHCUCKUTE M3BelTan Ha [dpxaBHMOT 3aBof 3a pesBu3nja 3a 2022
rogvHa.

Ckonje, 31.05.2023

OpywTBO 3a peBu3nja
OBnacTteH peBun3op PCM MAKEOOHWJA OOOEJ Ckonje

Jby6uua ETumoBcka KocToBcka Jarnuka JopgaHosa AHapujecka

<Jpyuwrtso 23 PeBu3nja PCM
MAKEZOHMIA LOOEJ Cronje

THE POWER OF BEING UNDERSTOOD
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PCM MAKEZJOHWJA IOOEN Crorije € uneH Ha PCM mpexata v Tprysa kako PCM. PCM e TproBckoTo UMe Koe Ge KOPUCTI 0y CTpaka Ha uneHkuTe Ha PCM Mpexata. Cekoj uneH
Ha MpexaTta PCM e HesaBMCHO ApyLITBO koe paboTi cornacHo ceouTe AoaeneHu npaea v obepckn. Mpexata PCM camaTta He e noce6Ho npaBHO nuue Bo HUeAHa jypucankumja
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Ap Janoq 3@ p ya
@ winewTan 3a MNpoest on General Courl of Audit — Saudi FISF 38 roarnaTa Jaspisexa 1a 31 aexemepw 2022

BMNAMC HA NPUXOOM W PACXOAM

06 painowe Byuer Peanwimpano Peanwampano
Onwe Ha nosnumiaTa HHe 2022 2022 2021

Npooogn
Brynio npuxoam . -

Pacxoam
Brynxo pacxoamn - . =

Hepeanuwpaim cpencrsa ag Syveror

[laxoun, NPHAOHACH W APYTH A2BAYKK OF
BMWOKOT Ka npmxoam - nobusxa npea
SRIHOYYBaILE

Heto amwox xa npuxogw - Aobuexa no
OfaHONYBaK0 - . -

Cronje, 21.02.2023

) /

PaxoBoauTen Ha opAenexue 3a Masex npu’cueu pesniop
Gyuercka xoMTpona v nnakawe
[Oawse Anrenoscka Maxkcum Auesckun
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Opwasen 3an03 38 pensava
Dumancucan wpewTau 5a Npoext o General Court of Audit — Saudi FISP 38 ropeata saep wa 31 ge pw 2022
BWINAHC HA COCTOJEA
B0 ASHapK
O6paano-
L L. I"!" HeHWE 2022 2021
AxTrBa
- -
Nacwsa
_Bryna nacuea : -
Cronje, 21.02.2023
r) . 7
Lo ors, ) W b
PaxosoauTen Ha ogfenexne sa Tnasen apxageH pesuiop
GyueTcka KOHTPONa W NNakare 7
A TS Makcum Auescku







Abbreviations

SAO State Audit Office

SAl Supreme Audit Institution

Auditor General

Deputy Auditor General

European Union

International Organization of

IO Supreme Audit Institutions

International Standards of

(S35 Supreme Audit Institutions

European Organization of
Supreme Audit Institutions

EUROSAI

AMS Audit Management System

WBIF Western Balkans Investment Framework

Information Technology

LSGUs Local Self-Government Units

PHI Public Healthcare Institutions

Public Revenue Office

VAT Value Added Tax

GOP Gross Domestic Product

Public Enterprise

PUE Public Utility enterprise

JSC Joint Stock Company

TIRZ Technological Industrial Development Zones

IZ Industrial Zones

Fund for Innovation and

R Technology Development

SEA

Secretariat for European Affairs

IPA

Instrument for Pre-Accession Assistance

SIGMA

Support for Improvement in
Governance and Management

OECD

Organization for Economic
Co-operation and Development

INTOSAI Development Initiative

TFMA EUROSAI

Task Force on Municipality Audit

WFD

Westminster Foundation for Democracy

MoF

Ministry of Finance

NPAA

National Program for the
Adaption of the Acquis

JSC MEPSO

Electricity Transmission System
Operator of North Macedonia

Mo

Ministry of Interior

MoES

Ministry of Education and Science

MoEPP

Ministry of Environment and Physical Planning

SHI

State Environmental Inspectorate

MAFWE

Ministry of Agriculture, Forestry
and Water Economy

AFSARD

Agency for Financial Support of
Agriculture and Rural Development

FVA

Food and Veterinary Agency

TFFUs

Territorial Firefighting Units

SCPC

State Commission for
Prevention of Corruption

Pension and Disability Insurance

Public procurement

AS

International Accounting Standards




CAATS Computer Assisted Audit Techniques

National Institution

Political Parties

PHI Public health institutions

PrH Private health facilities

JSCESM JSC ESM JSC Power Plants of North Macedonia

Employment centers

Financial Security

MC Monetary compensation
LFA Law on Film Activity
CHPO Cultural Heritage Protection Office
LPCH Law on the Protection of Cultural Heritage
Agency for Audio and
L Audiovisual Media Services

SEC State Election Commission

Internal Macedonian Revolutionary
Organization - Demacratic Party for
Democratic Party for

Macedonian National Unity

VMRO-DPMNE

SDSM Social Democratic Union of Macedonia

DUl Demaocratic Union for Integration

cMC Crisis Management Center
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