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Last year was a year of challenges and difficulties
in the operation caused by the global pandemic,
but still we could satisfactorily say that the
State Audit Office managed to fulfil the

Annual Work Program for 2020. This is

the Annual Report on performed audits

and operation of the State Audit Office

for 2020, which contains our findings and
recommendations of 82 audit reports, providing
objective information on the work of audited
entities in the Republic of North Macedonia.

State Audit Office employees are recognized by their core values of
professionalism, responsibility and reliability, impartiality, independence,
conscientiousness, ethics and teamwork and they directly contribute to the
quality of work of our institution. Therefore, the role of each employee is
important for the successful operation of the State Audit Office.

In 2020 we invested in further development of the institution and improvement
of audit processes in line with the international standards and best practice

of EU member states, as well as in professional development of auditors'
skills. These values are a precondition for performing SAO tasks in a way that
will provide the Assembly of RNM and other other stakeholders with trust

and assurance that the reports on performed audits and the Annual Report
overall, contain accurate, objective and fact-based information, findings and
recommendations.

Bearing in mind SAO great responsibility to provide continuous guarantee for
high level quality of audit reports, its main task is to make audit findings visible
to the public and to deliver audit recommendations that will have positive
effects on the work of public sector entities. Every day we make efforts to
increase transparency, accountability and responsibility in the use of public
funds i.e. the use of taxpayers' funds, in order for the media and citizens to be
our allies in achieving our strategic objectives.



The State Audit Office as the supreme audit institution of the Republic of North
Macedonia is a member of EUROSAI and INTOSAI. SAO also cooperates with other
important international organizations and a significant volume of activities in
2020 were conducted internationally.

Supporting the United Nations Agenda 2030, the State Audit Office conducted
performance audits and contributed to the achievement of sustainable
development goals, in particular Goal 4 Quality Education and Goal 6 Clean Water
and Sanitation. Hence, SAQ contributed to improving the quality of the life of
citizens.

In the coming period, we will dedicatedly continue the efforts for obtaining
constitutional and full financial and operational independence of the State Audit
Office. We will also continue maintaining trust and recognition of SAO work and
protection of taxpayers' funds.






ABOUT THE STATE

AUDIT OFFICE

The State Audit Office (SAO) is an independent
supreme audit institution in the Republic of

North Macedonia, which transparently, timely and
objectively informs the competent institutions and
the public about the audit findings from conducted
audits for more than 20 years. The State Audit
Office was founded by the State Audit Law adopted
in 1997. The first audits were carried out in 1999.

As a supreme audit institution, SAQ is conducting
audits in line with the auditing standards of the
International Organization of Supreme Audit
Institutions (INTOSAI) with high professional
qualifications and continuous professional
development of employees being the core of its
work.

The independence of the institution is stipulated

in the State Audit Law, which regulates SAO
competencies, the broad mandate for conducting
regularity and performance audits with unlimited
access to all necessary information, documentation
and records 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, the contents of

the reports on performed audits, without bias and
free from influences from the legislative and the
executive power.
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Furthermore, the State audit Office, like other
supreme audit institutions, has an important role
in the fight against corruption and with its work
is involved in activities related to this area, thus
contributing to preservation and protection of
public funds and property from unauthorized and
illegal activities.

SAOQ is recognized as
an institution of high values

professional skills

responsible performance
of work tasks

teamwork, reliability and
professional ethics

integrity and

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







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

MISSION, VISION
AND OBJECTIVES

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

transparency.

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

Striving to fulfill SAO mission and
vision, legal competencies, bylaws
and strategic documents, we have
set the following objectives:

ensuring state audit independence
as a constitutional category, in

line with the principles of Mexico
Declaration;

achieving optimal number of em-
ployees and harmonizing organi-
zational setup and total number of
employees with SAO competencies
and strategic objectives;

promoting ethics and integrity;
further increasing the quality of au-
dit performance in accordance with
auditing standards and state audit
methodology practice;
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updating audit methodology acts,
and drafting Guidelines for audit of
the Budget of RNM;

further implementation of the Audit
Management System (AMS);

continue practicing audit quality
assurance through selection of
audits for review so as to improve
the quality of operations;
improvement of cooperation with
competent institutions in the fight
against corruption.






STRATEGIC AND
METHODOLOGY
DOCUMENTS

5.1 STRATEGIC DOCUMENTS

Strategic development of any organization requires visioning of desired future and
creating plan to make that vision a reality. Therefore, development of strategic documents
is one of the key steps in any SAl development and realization of its vision, mission

and objectives. The Annual Report of the European Commission on the Progress of

the Republic of North Macedaonia in the Chapter on External Audit, which is under SAO
competence, pointed out aspects that need improvement, as follows:

f f
to guarantee SAO to ensure SAQ to implement audit
independence in the independence recommendations
Constitution of RNM within the legal systematically and
framework in timely
line with INTOSAI
e | StaNdards e —eeee
S S S
to further improve to improve to have
SAQ institutional performance parliamentary
capacities audit discussion on
audit reports
\
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Acting in accordance with the recommendations given and taking activities for realization of the objectives
set, SAQ adopted the following strategic documents:

SAO Development  SAO Development Strategy 2018-2022 outlines the efforts to promote

Strategy 2018 -
2022

x ©

and improve implementation of International Standards on Supreme
Audit Institutions (ISSAIs), to strengthen independence and integrity
as preconditions for achieving professionalism and credibility in
operations, and to follow the effects of performed audits and degree
of implementation of audit recommendations by audited entities. The
strategic objectives were considered during the preparation of SAQ
Annual Work Program for 2020, and we report on the implementation
of the Program in this Annual Report.

SAO IT Strategy

In 2020, SAO carried out activities for implementation of the IT

2018 - 2022 Strategy 2018-2022 to increase the efficiency of SAO IT system and
to contribute to the implementation of SAQ Development Strategy
2018 - 2022.
=
Human For implementation of SAO Human Resources Management Strategy

Resources
Management
Strategy
2020 - 2023

e

2020-2023, activities were taken to introduce the HR management
function, which will provide conditions for employment of qualified
and professional individuals with high degree of integrity, who are
ready to perform assigned functions and competencies effectively.

SAO Communi-
cation Strategy
2020 - 2023

=

(.0.\ (.0.\ (.O.\

Based on SAO Communication Strategy 2020-2023 adopted in
mid-February 2020, in 2020 SAO undertook several activities to
increase transparency and accountability, including activities
within the project funded by UK Government and implemented by
Westminster Foundation for Democracy (WFD), which focuses on
SAQ communications with the media and journalists.



SAO Risk
Management
Strategy
2020-2023

LKL

A

SAQ Risk Management Strategy regulates procedures and activities
for managing identified risks that may affect the achievement of
objectives and successful operation of the SAQ.

Guidelines for
strategic and
annual audit
planning

The Guidelines for Strategic and Annual Audit Planning was prepared
and adopted in 2020 based on the recommendations for further
development of strategic and annual audit planning process given
by the experts in the previous Twinning project.

The Guidelines was used as basis for drafting the Decision on
setting SAOQ strategic objectives for audits 2021 - 2023 and for
audit priority areas by audit departments, as well as for preparing
SAO Strategic Audit Plan 2021 - 2023 adopted in December 2020.
Based on these strategic documents, SAQ prepared its Annual Work
Program for 2021.

2020 Action
Plan for
implementation
of the Public
Finance
Management
Reform
Programme
2018 - 2021

&)

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

Auditor General actively participated in the work of the Public
Finance Management Council, which is a coordinating body of the
Government of the Republic of North Macedania for monitoring
implementation of public finance management reforms stipulated
by the Public Finance Management Reform Programme 2018 - 2021.
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5.2 METHODOLOGY

DOCUMENTS

Significant aspects of the audit process were improved by adopting the following acts:

NEW RULEBOOK ON THE MANNER OF PERFORMING
STATE AUDIT ("OFFICIAL GAZETTE OF RNM", NO. 264
FROM 0511.2020)

prescribes the performance of state audit (planning,
execution, reporting on performed audit and follow up
on measures taken upon recommendations contained in
the final report of the authorized state auditor), based on
methodology acts harmonized with INTOSAI Framework
of professional pronouncements and SAO Code of ethics
and professional conduct;

PROCEDURE ON THE MANNER OF OPERATION OF SAO
EXPERT BODY

adopted in March 2020 and prepared in accordance with
the recommendations of the previous Twinning project;

PUBLIC PROCUREMENT AUDIT PROGRAM

prepared in accordance with the new Public Procurement
Law and adopted in March 2020, providing updated
guidelines and methodology tools for auditors in
performing this very important aspect of audits;

REGULARITY AUDIT MANUAL

amended in December 2020 to implement
recommendations from the previous Twinning project for
implementation of ISSAls in the audit process;

PROCEDURE FOR USING FTP ACCESS FOR AUDIT
PURPOSES IN THE STATE AUDIT OFFICE

adopted on 2512.2020, determines the manner of using
FTP services (File Transfer Protocol) for submitting/
collecting electronic data to/from audited entities,

to ensure unimpeded audit in specific or emerging
conditions;

PROCEDURE FOR USING ZOOM PLATFORM FOR AUDIT
PURPOSES IN THE STATE AUDIT OFFICE

adopted on 2512.2020, determines the manner of using
Z00M platform for video meetings with audited entities,
meetings within SAQ and other meetings as necessary,
due to the specific or new circumstances when the entity
is not able physically to attend the meeting.

GUIDELINES FOR AUDITING THE FINAL ACCOUNT OF
THE BUDGET OF RNM

SAQ cooperated with OECD-SIGMA re audit of the state
budget, which resulted in drafting the Guidelines for
auditing the final account of the Budget of the RNM.

Recertification
review

Certification body performed second
recertification review. The Report stated

that SAO management system is fully
compliant with the requirements of the
standard MKS EN ISQ 9001: 2015, thus
extending the validity of the certificate
and confirming that SAO applies the
Management System in accordance with
the requirements of the ISO standard.




5.3

PROJECT ACTIVITIES

SAQ project activities in 2020 refer to the
realization of two important projects:

EU Twinning Project - “Improvement of external audit and Parlia-

mentary oversight” MK 18 IPA FI 0320, and

project funded by the UK Government entitled “Increasing
accountability and transparency in Macedonia through improved
implementation of SAQO recommendations’, in cooperation with
the Westminster Foundation for Democracy and RESIS Research

Institute on Social Development.

The previous Twinning project resulted in clear
recommendations about what is necessary to
develop quality parliamentary discussion on audit
reports and what should be the expected effect
of reviewed audit reports by the Assembly. These
recommendations were the starting point for
drafting the Twinning Fiche for the new Twinning
project " Improvement of external audit and
Parliamentary oversight “ MK 18 IPA FI 03 20. Based
on the published Twinning Fiche and the received
twinning project proposal from the interested
cansortium of two SAls of EU member states, as
well as following selection procedure, in December
2020 SAO signed the Agreement on the Twinning
Project with the selected twinning partner SAls of
Croatia and Bulgaria. The Twinning Project started
in February 2021 and will continue in the next 21
months.

Effective completion of the procedure for
regulating SAQ constitutionality and strengthening
SAO financial and operational independence, as well
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as establishing regular and effective mechanism
for reviewing audit reports by the Assembly of the
Republic of North Macedonia Priority following
the example of EU practice will be a priority in

the upcoming period. The new Twinning project
‘Improvement of external audit and Parliamentary
oversight” MK 18 IPA FI 03 20, envisages
assessment of the legal framework for external
audit and proposals for achieving constitutional
independence and strengthening SAO financial and
operational independence.

In cooperation with the Westminster Foundation
for Democracy in the country, SAQ implemented a
project supported by the Government of the United
Kingdom entitled “Improving financial transparency
and accountability in Macedonia". The main goal of
this project was to increase the oversight of public
finance by strengthening cooperation between SAQ,
the Assembly of RNM, media and the public.



Realization of project activities was basis for continuing
the cooperation between SAQ and WFD, which
translated into a second project entitled “Increasing
accountability and transparency in Macedonia through
improved implementation of SAQ recommendations”,
carried out in the period June/July 2018 - March 2019.

Key project results
achieved are:

General assessment of the audit
process (before and after the audit)
and identification of shortcomings in
the overall audit cycle, to be includ-
ed the improvement plan;

Increased capacity of SAQ to follow
recommendations;

SAO Communication Strategy, as a
strategic document incorporated in
the work plans of the institution and
simplification of audit reports for
external stakeholders.

The third project result specifically and the
successful communication and cooperation
between the project partners was the reason
for anather continuation of this project in the
period March 2020 - March 2021. This time

the focus was SAO communication primarily
with the media and journalists, but also with
other stakeholders, such as institutions and
civil society organizations as target groups for
cooperation and communication.

Analysis of SAO communication processes

and public information practices was carried
out within the project and the result was SAO
Communication Strategy 2020-2023, which was
adopted as a strategic document in February
2020.









CAPACITIES

4 .1
STRUCTURE

ORGANIZATIONAL
AND

HUMAN RESOURCES

The necessity of institutional strengthening of the
State Audit Office was pointed out in the Report

of the European Commission on RNM for 2019 in
Chapter 32 Financial Control, item 5.32, as well as in
0SCE Report on democratic institutions and human
rights, Election Observation Mission - Presidential
Elections, 21 April 2019. More precisely, it was
stated that SAQ must have adequate institutional
resources and technical expertise for timely
performance of its responsibilities.

Functional Analysis of SAO was prepared in
February 2020, which served as a starting point

in establishing changes in the internal set-up and
execution of work processes in SAO to ensure
greater efficiency and effectiveness of operations.
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ADMINISTRATIVE

The analysis provided comprehensive, detailed and
essential overview of SAO competencies carried out
by organizational units and the work posts available
for realization of SAQ Annual Work Program more
efficiently and effectively.

Hence, the first step in strengthening HR structure
was to set adequate organizational structure at the
level of departments and units, and to systematize
the jobs posts in the institution.

New internal organization and systematization acts
were adopted in August 2020.



HUMAN RESOURCES

Gender Management/
representation Professional/
Support Structure

Appointed Management Non-management

Ethnical
representation

Turks Serbs Vlachs Albanians  Macedonians



4.2 PROFESSIONAL
OF KNOWLEDGE AND
STATE AUDITORS

Embedded in the strategic priorities of
SAQ as the supreme audit institution in

the Republic of North Macedonia, are the
capacities of state auditors and their
professional development. As other SAls
and in accordance with INTOSAI and ISSAI
requirements, SAO adopted Annual Plan
for continuous professional training of SAO
employees for 2020. Regardless of the
conditions caused by Covid-19 pandemic, the
Plan was realized in full and the trainings
covered the following areas:

*® audit;

% audit methodology and practice;

® awarding public procurement contracts;
¥ communications; and

® using AMS.

Increasing knowledge and skills of SAQ
employees is done by participating in
workshops and events organized by other
professional associations and private legal
entities that offer education in different
areas.

DEVELOPMENT
SKILLS OF

During 2020, several events were organized
by the Center of Excellence in Finance -

CEF from Slovenia. Several state auditors
participated in the online training for IT

audit on topics related to the concepts of IT
controls, such as application controls, general
controls, IT risks, control objectives, as well as
experience in performing IT audit and recent
developments in IT.

CEF also organized special, targeted trainings
that gained new experiences and information
in the area of IPSAS standards, public asset
management, application of management
accounting and financial accounting under
COVID - 19, as well as implementation of PEFA
assessments at subnational level.

SAO representatives participated in the
training on Debt Management Performance
Assessment (DeMPA) organized by the World
Bank from 03.02 - 06.03.2020, and obtained
appropriate certificate.

[ 23 ] ANNUAL REPORT ON PERFORMED AUDITS AND OPERATION OF THE STATE AUDIT OFFICE FOR 2020



4.3 IT RESOURCES

The use of information technology in the audit
process was a particular challenge in 2020 due
to Covid 19 pandemic. Urgent and specific steps
were necessary to cover all work tasks (use of
applications, meeting resources, field audit, etc.).
However, these challenges were overcome, owing
to the continuous monitoring of IT developments
and regular investment in IT upgrades for
unimpeded audit execution.

The Audit Management System (AMS), as well as
other applications (archive, integrated financial
information system, audit report data analysis
system) were readily available to employees

for remote execution of work task. Given that
auditors use laptops and remote VPN access, the
quality of performance of their tasks was never
questioned.

We provided a platform for video conferencing
and meetings for SAO staff and for
communication with audited entities. We also
implemented a system for collecting documents
from audited entities in electronic form, which
will be actively used for SAO 2021 Annual Work
Program. For unimpeded performance of audit
activities, each audit team is provided with
mobile internet access from a mobile device
provided by SAO, portable devices for digital
securing of evidence, as well as uninterrupted
and secure VPN access to SAQ IT system.

Due to the increased use of information
technology by audited entities, SAQ was able to
use CAAT's in the audit process. For the audit
process, SAQ uses IDEA software for analyzing
financial statements data and for sampling. This
software was updated with new versions at the
end of 2020.

In 2020, we procured laser printers, licenses
for the office software package, and licenses
for software packages for visualization of the
audit process and presentation of audit results.
With project funds, we started procurements
of laptops for the auditors, and modernization
of SAO IT system at the primary and secondary
location, whose realization is expected in 2021.

Unimpeded functioning of the IT system
infrastructure and applications was ensured,
taking into consideration the principles and

rules on: availability of data of authorized users,
confidentiality, integrity, secure storage of data in
a central location, compliance with laws, regular
backup, protection from physical and logical
access to data.

The use of information technology, particularly

in state audit, is based on consistent application
of SAO Information System Security Policy, as
well as the IT security procedures and the IT
procedures for implementation of the AMS. These
are subject to annual analysis in order to be
always abreast of new solutions in the field.



PROCEDURE FOR AUDIT
SAMPLING USING CAATS

Selected test sample

Database

Calculation of
parameters

Identified
parameters



4.4 FINANCIAL RESOURCES

In line with the State Audit Law, SAQ
operation is financed by the Budget of
the Republic of North Macedonia.

The total budget in 2020 amounted to
103.258.000 denars, with approved plan
in the amount of 100.234.000 denars. Of
these, 94.57% or 97.658.000 denars are
funds provided from the budget account
(637) and 542% or 5.600.000 denars from
the core budget account (631), which
refer to collected revenues from bodies
based on performed audits before the
amendments to the State Audit Law in
2010.

STRUCTURE OF
SAO EXPENDITURE
(ACCOUNT 637)

salaries

field audit expenditure

utilities

other administrative expenditure

capital expenditure

SAO has 9919% realization (93.954.000
denars) of the approved financial plan of
the budget account (637) for 2020, which
amounted to 94.721.000 denars.

As for the structure of SAO expenditures,
78.843.000 denars or 83.92% refer

to salaries and allowances for the
employees, 13.014.000 denars or 13.64%
refer to goods and services and 2.091.000
denars or 2.22% capital expenditures.

2% 4y




In 2020 structure of expenditure, goods and
services, utilities, heating, communications
and transport have the largest share -
3486.000 denars; travel and per diem
expenditures amount to 1.811.000 denars;
materials and small inventory 1145.000
denars; 2.337.000 denars were spent on
repairs and ongoing maintenance; 3.084.000
denars for contract services, 957.000 denars
for other current expenses and 191.000
denars for various transfers. As for the
capital expenditures, 2.091.000 denars were
spent on procurement of office and IT
equipment and investments in non-financial
assets.

In 2020, total expenditure amounting to
193.000 denars were made from the core
budget account 631.

Revenues on this account amount to
2.709.000 denars, of which 550.000 denars

is transferred surplus revenue from the
previous year and 2159.000 denars are
collected revenues based on outstanding
claims and executive court decisions. The
transferred surplus of revenue at the end of
the reporting period amounted to 2.516.000
denars.

Supporting all competent authorities in the
fight against the pandemic, the State Audit
Office made a payment of 100.000 denars
to a separate earmarked account of the
Ministry of Health in support of the activities
for dealing with the threat on the public
health of the citizens of our country caused
by Covid 19.
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In addition, efforts were made to comply
with all planned measures for protection of
the employees and in 2020 SAQ continuously
procured protective equipment and
disinfectants in the amount of 250.000
denars.

Taking into consideration continuous
international cooperation on one hand and
improving work conditions of employees in
the audit process on the other, the State
Audit Office applied for a continuity grant of
Supreme Audit Institutions during Covid -19,
and was approved a grant of 614.000 denars
by INTOSAI Palicy, Finance and Administration
Committee (PFAC). The funds were used for
purchasing new business class laptops for
the needs of the auditors. These computers
were used to replace obsolete laptops with
limited performance that were not able

to provide efficient and quality support in
conducting remote audits.

The Assembly of the Republic of North
Macedonia awards public procurement
contract to an external audit company to
audit SAO financial statements. The audit
report on the State Audit Office operation
done by the independent auditor is integral
part of the Annual Report on performed
audits and operation of the State Audit
Office.






5.1
TRANSPARENCY OF
OPERATION

During 2020, SAO continued strengthening
its efforts to intensify activities

aimed at increasing transparency

and accountability of its operations.
Professional and timely information to

all stakeholders [media, investigative
journalists, civil society organizations

and the public) on state audit results

is one of the most important strategic
commitments of SAQ in 2020. Guided by
the strategic responsibilities set out in the
Communication Strategy 2020-2023, SAQ
objective was to foster communication
where the media, citizens and civil society
organizations will be allies in achieving

COMMUNICATION AND
COOPERATION

COMMUNICATUION AND

SAO

increased transparency, accountability
and responsibility in the actions of budget
users on the manner of use of public
funds.

Cooperation between SAO and the media,
civil society organizations and journalists
was carried out through press releases
and answering questions. Continuous
and timely informing of approximately
190 external stakeholders was also
strengthened by publishing final audit
reports, press releases and audit report
abstracts containing key identified
shortcomings, on SAQ website.
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SAO MAILING LIST AND
COMMUNICATION WITH
190 STAKEHOLDERS

TV stations

Institutions



This practice was created with
the sole purpose to simplify
reading and understanding of
audit reports and to send specific
and clear messages about the
audit findings.

As a result of the enhanced
commitment of SAO to open

to the media and investigative
journalists, 231 media
announcements were recorded
(on television and internet
portals) concerning the contents
of published final audit reports.

The increased active
transparency has stimulated
and increased the interest of
journalists about certain topics

or ascertained shortcomings in
final audit reports. The number
of invitations of several media
houses and news agencies
addressed to the Auditor General
speaks about SAO visibility and
openness.

As a result of the established
practice of informing interested
external parties on the published
final audit reports, in 2020, traffic
to SAQ website is on the rise.
Last year, there were 48184 visits
recorded (an average of 4.015
visits per month), and 345.000
open pages or contents.
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ESSIONAL

To achieve its strategic objectives, in 2020 SAQ set up a practice of developing relations with other
non-SAl organizations to exchange positive experience. Cooperation was established with numerous
national professional associations and institutions and SAO signed memorandum of cooperation with

some of them.

The signed Memorandum expresses the
readiness for cooperation between the two
institutions concerning:

% ensuring continuous exchange of data and
information within legal competencies,

¥ providing expert assistance in terms of meth-
odology and application of auditing standards
(INTOSAI - ISSAls and International Standards
on Auditing - ISAs),

® cooperation in the field of accounting and
audit, as well as

% exchange of professional literature, manuals
and other type of materials needed for the
audit process.

As part of the implementation of the
Memorandum, Institute representatives attended
trainings organized by SAQ, and for the first time
a joint training was organized by the Institute

on the topic “Challenges in the audit profession’,
where Auditor General and SAO employees

also held speeches. In addition, cooperation

was established on exchange of professional
literature and other materials for the audit
process.
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The implementation of the Memorandum
signed between SAQ and AJM created basis for
building partnership relations between SAQ and
the media, in a way to provide better, timely
and quality information to citizens on topics

of special public interest, and thus contribute
to greater visibility of SAO operation. This
cooperation will also contribute to increasing
transparency and accountahility of SAO operation
by sharing information and findings contained
in the final audit reports, as well as to achieving
SAO strategic objectives.

This memorandum strengthens cooperation that
provides mutual exchange of data, experiences
and expertise between the two institutions to
achieve effectiveness and efficiency of measures
and activities for conducting geological research
and sustainable use of mineral resources, as
well as exchange and preparation of analyses,
research and other acts required for the audit
process.



5.3 INTERNATIONAL

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.

Due to the circumstances imposed by Covid

19 pandemic, numerous events scheduled for
2020 were canceled or postponed for 2021 and
2022, including the XI EUROSAI Congress and
Young EUROSAI Conference - YES. Events that
remained on the agendas of EUROSAI, INTOSAI
and their working groups were organized
remotely, through video conferences and in the
form of webinars. The option of holding virtual
international events enabled participation of a
large number of SAQ employees. In addition to

EUROSAI

COOPERATION

the regular audit topics, new topics appeared
on the agendas of these events related to the
challenges faced by SAls in their operation and
audit subjects under the circumstances of
coronavirus pandemic.

Participation in cooperative audits with other EU
supreme audit institutions and beyond remains
one of the priorities of the institution given the
fact that this type of cooperation significantly
contributes to continuous strengthening

of auditors' skills and improving quality of
performance audits.

SAQ is active participant in several international
working groups and task forces including:

EUROSAI Working Group on Environmental
Auditing (WGEA)

_____
- e
-

c-,i: Working Grou

EUROSAI IT Working Group (ITWG)

EURQSAI Task Force on Audit and Ethics (TFA&E)

EUROSAI Task Force on Municipality Audit (TFMA)

INTOSAI Working Group on Public Debt (WGPD)




One way to disseminate progress and audit
message to EUROSAI members and other SAls

is to publish relevant articles and papers. As

in previous years, SAO published articles on
current topics and innovative approaches to
auditing in bulletins and professional magazines
of EUROSAI Working Groups (WGEA and TFMA) on
effectiveness of policies, measures and activities
in exploitation of sand and gravel from the
riverbeds of Vardar river basin, and the financial
obligations and (in)stability of LSGUs.

| E_||Wu 2020
L-JEUROSAI

SAQ contribution in the implementation of
activities of EUROSAI WGs and programs during
2020 was continuous and in accordance with the
conditions imposed by the pandemic.

SAO representatives have accomplished planned
activities within two cooperative audits of
EURQSAL:

% “"Workforce 2030 -parallel audit’ and

® "Plastic waste", which is expected to be
completed in 2021 with the publication of a
joint report.

Coordinators of these audits are SAls of Finland
and Israel, and SAl of Poland respectively. The
benefits of working with other SAls are manifold,

During 2020, SAQ participated in 30 international
events (meetings, workshops, conferences), of
which 22 were realized via video link.

84 participants had the opportunity to be
informed about best practices and to participate
in networking, as an opportunity to expand their
knowledge and skills in several areas:
cooperation with parliament;

environmental audit;

IT support and IT audit;

improving SAl operation;

public debt;

financing of political parties;

X X X X X X X

Covid 19 pandemic as a challenge and oppor-
tunity to increase SAl impact.

and we point out the opportunity for professional
development of auditors in the form of peer-
to-peer activities, flexible approach, using other
participants’ experience, and building self-
confidence in performance audit capacities.

Within EUROSAI Working Group on Environmental
Auditing (WGEA), SAO representatives participated
in the Spring Sustainable Energy Seminar and

the 18th Annual Meeting of the Group held

in September 2020, where they exchanged
experiences concerning air quality urban traffic
audits. SAO presented the circumstances and
activities taken by competent state institutions
upon issued recommendations for improving air
quality.



SAO was particularly active in the work of
EUROSAI Task Force on Municipality Audit (TFMA),
mainly in the implementation of 2020/21 Action
Plan. At the fourth annual virtual meeting of the
task force held in September 2020, SAO had two
presentations, and expressed willingness to be
the bearer of two important activities:

¥ to be coordinator of the cooperative audit en-
titled: " Audit of Municipalities’ Own Revenues
for Providing Quality Services to the Citizens
during Pandemic “ and

% to prepare analysis on the topic “Collecting
data on follow up of implementation of audit
recommendations for LSGUs" for which SAQ
has previously prepared and disseminate
questionnaire to all SAls members of this
task force.

Prior to the XI Congress of EURISAI that was
planned to be held in Prague in June 2020, the
Czech Republic SAl organized the first meeting
of EU SAI representatives in March 2020 (1st
Hackathon). SAO took part in this event where
participants aimed to find solutions for the use
of applications or visualization for improving
effectiveness of SAIl audit processes by saving
costs and simplifying auditors' work.

IT Working Group (ITWG) organized virtual
seminar on developing IT skills and IT auditing
capacities and SAQ auditors took part in this
event. IT skills are becoming more important in
circumstances introduced by ICT innovations and
changes in SAls operation due to the pandemic.

In response to the developments caused by Covid
19 and within EUROSAI Strategic Plan 2017-2023,
new project group was formed at the initiative of
SAl of Finland and the European Court of Auditors
named “Preparing for future risks and climate
crisis: Time for audit to take a long-term view?".
The project group was joined by 21 SAls including
SAQ. At the preparatory meetings, which were
also attended by SAQ representatives, future
activities were defined aimed at collecting
relevant information from previous audits on this
topic and disseminating information to the other
group members.

The issues related to the challenges faced

by SAls due to Covid 19 were the focus of the
joint EUROSAI-OLACEFS virtual conference and
the webinar organized by INTOSAI Supervisory
Committee on Emerging Issues (SCEI) held

in September 2020, organized by the SAl of
Hungary and the SAI of the Russian Federation
respectively. It was emphasized at both events
that the momentum generated by the Corona
virus should be used by SAls to highlight their
role and influence as custodians of public money
by focusing its work on Covid 19-related audits.



INTOSAI

At the open call of the Secretariat of INTOSAI
Working Group on Environmental Auditing, SAO
sent an article on treatment and processing

of plastic waste in our country. The article was
found interesting and deserving wider attention,
and the Secretariat requested SAO to make short
presentation at the session on plastic waste
within the virtual meeting of the Assembly of
INTOSAI WG on Environmental Audit held on 19-21
January 2021. The Secretariat of INTOSAI Working
Group on Environmental Auditing promated SAO
presentation on its social media under the slogan
"Let's Recycle Our Plastic Waste Behavior".

The cooperation with INTOSAI Working Group
on Public Debt (WGPD) was aimed at realization
of projects initiated in the WGPD work plan for
2020-2022. SAO expressed readiness to be a
holder and an active member of two projects in
this plan:

® Compendium - A set of practical procedures
for audit of debt authorization, signing agree-
ment and public debt legal framework, and

% mapping SAI mandate for public debt audit.
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WGPD annual virtual meeting was held in August
2020 and focused on new developments and the
role of public debt auditors in light of Covid 19.

In the year of Covid 19 pandemic, INTOSAI
Development Initiative (IDI) organized series

of webinars on innovative approaches to audit
processes for SAls and INTOSAI Professional
Standards Committee (PSC) organized webinars
for discussion on the implementation of the
Framework of Professional Pronouncements
(IFPP).

SAO representative participated in INTOSainT
workshop in Tirana in February 2020, organized
by the SAl of Albania in the role of expert-
moderator, as well as on the webinar on

SAl Performance Measurement Framework
organized by IDI.



The Contact Committee

of the Supreme Audit }nstitutions of the European Union

SIGMA

As a longtime member of the Network of

SAls of EU candidate and potential candidate
countries and the European Court of Auditors,
SAQ is actively involved and provides significant
contribution to the implementation of the
Network activities aimed at preparing audit
structures in countries on the path to EU
membership. The Network activities are
supported by the Joint Working Group on Audit
Activities, established by the Contact Committee
of EU countries, other EU SAls and SIGMA.

SAO delegation headed by the Auditor

General, participated in the conference

titled "Working with Parliaments to Improve
Audit Impact” held on 20-21 February 2020 in
Montenegro. The conference hosted by the SAl
of Montenegro and supported by OECD - SIGMA,
brought together SAls of EU candidate and
potential candidate countries together with the
MPs and expert staff of relevant parliamentary
committees. The conference provided experience
and best practice examples of several EU
member states and Network members on two
main topics:

¥ application of practical tools - mechanisms
for reviewing audit reports, with special
emphasis on holding effective parliamentary
hearings on key audit findings and recom-
mendations, and

% use of the reporting system for more effec-

tive review of audit reports by parliamentary
committees.

@) OECD

After the conference, SAO delegation held a
meeting with the highest-level representatives
of Montenegro SAl, where directions of future
cooperation between the two institutions were
agreed on.

The first webinar of the new series of virtual
workshops initiated and organized by OECD-
SIGMA for the Network countries was held in
2020 on the topic Covid 19 and its impact on SAls
work, future work plans and effectiveness of
audits related to expenditures incurred in the
public sector due to Covid 19 pandemic.

In the year marked by Covid 19 pandemic, one
auditor completed the internship program at
the European Court of Auditors in Luxembourg,
and the program scheduled to begin on 1 March
2020 was suspended for all candidates, including
one SAQ auditor, due to the coronavirus and the
global restrictive measures.

During 2020, SAO representatives participated

in workshops re financing of political parties,
which were held in Prague and Skopje, organized
by IFES (International Foundation for Electoral
Systems). The workshops were part of the
Regional Election Administration, Strengthening
Political Processes and Electoral Systems
Program designed and supported by USAID.



5.4 COOPERATION WITH
FOR AUDIT AND

AUTHORITIES
THEREOF

To achieve the main audit objective - watching
over public funds and contributing to improved
management thereof, timely detection of
deviations from accepted standards and
violations of the principles of legality, efficiency,
effectiveness and economy in the management
of public funds, SAO provides clear and

effective recommendations for preventing or
impeding future deviations and injuries. The
corrective measures for implementation of audit
recommendations enable auditee's management
to improve the effectiveness and efficiency of
operation.

In 2020, the State Audit Office contributed to the
fulfillment of part of the competencies of the
Assembly of the Republic of North Macedonia
through clear, accurate, objective and timely
information on identified irregularities, non-
compliance with legal regulations, illegal handling
of public funds and possible cases of corruption
and abuse of office.

SAO pays due attention to processing and
analyzing information deriving from the Final
Reports of the Authorized State Auditor.

We process data regularly with a software
application that is integrated, autonomous and
functional for processing and analyzing Final
Audit Reports data. Thus, we obtain reliable, up-
to-date, timely and relevant information for our
needs, as well as for the needs of the competent
authorities and other stakeholders.
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COMPETENT
EFFECTS

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

We continuously record, monitor and analyze

the feedback received from Public Prosecutor's
Office of the Republic of North Macedonia, State
Commission for Prevention of Corruption, Ministry
of Finance - Financial Police Directorate, Ministry
of Interior and Deputy President for fight against
corruption and crime, sustainable development
and human resources on acting upon submitted
Final Audit Reports.

The effect of ascertained conditions that point to
irregularities and misdemeanors in the operation
of audit entities could be expected only if
competent institutions take necessary measures
to overcome these conditions.

Monitoring and informing about activities taken
by the competent institutions for overcoming
ascertained irregularities and misdemeanors
in auditees' operation is one of SAQ strategic
objectives.

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



Within the realization of 2020 Annual Work
Program, SAQ submitted final audit reports to the
following competent institutions:

% Public Prosecutor's Office of the Republic of
North Macedonia - 16 final audit reports for 13
audited entities (audits);

¢ State Commission for Prevention of Cor-
ruption - 4 final audit reports for 4 audited
entities (audits):

% Ministry of Interior of the Republic of North
Macedonia - 4 final audit reports for 3 audited
entities (audits);

® MoF - Financial Police Directorate - 2 final au-
dit reports for 2 audited entities (audits); and

% Deputy President for fight against corruption
and crime, sustainable development and
human resources - 7 final audit reports for 6
audited entities (audits).

0n 12.02.2021 with archive no. 18-350/1, SAO
submitted to the Public Prosecutor’s Office of
the Republic of North Macedonia a Request
for feedback on measures taken under its
jurisdiction regarding submitted final audit

reports from SAQ Annual Work Programs for 2016,

2017,2018, 2019 and 2020.

On 02.04.2021 with archive no. 18-350/2, to the
Public Prosecutor's Office of the Republic of
North Macedonia, SAO submitted an Urgency for
receiving feedback upon previously submitted
Request from 12.02.2021. Until the publication of
this Annual Report, no response was received
from the Public Prosecutor's Office of the
Republic of North Macedonia.

0n 12.02.2021 with archive no. 18-351/1, SAO
submitted to MoF - Financial Police Directorate a
Request for feedback on measures taken within
its competence regarding submitted final audit
reports from SAQ Annual Work Programs for 2018
and 2020.

On 23.03.2021 with archive no. 18-351/2, SAO
received response from MoF - Financial Police
Directorate for taking action in accordance with
legal competencies and authorization.

0n 12.02.2021 with archive no. 18-352/1, SAO
submitted to the Ministry of Interior of the
Republic of North Macedonia a Request

for feedback on measures taken under its
jurisdiction regarding submitted final audit
reports from SAQ Annual Work Programs for 2018
and 2020.

On 30.03.2021 with archive no. 18-352/2 SAO
received response from the Ministry of Interior
for acting upon SAQ Request, as follows: 4 final
audit reports were submitted to the Basic
Prosecutor's Office Skopje. BPO Skopje sent
feedback that 2 of these final audit reports were
submitted for further action to MoF - Financial
Police Directorate.

SAOQ actively cooperates with all state authorities
for preventing and reducing corruption within
the Protocol on Cooperation for Prevention

and Repression of Corruption and Conflict of
Interests.

The State Audit Office participates in the
implementation of the National Program for
the Adoption of the Acquis (NPAA) through the
activities provided in Chapter 3.23. Judiciary
and Fundamental Rights, Area - Prevention of
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.









AUDIT ACTIVITIES
THROUGH FIGURES

The results of audit activities in line with SAO Annual Work Program
for 2020 are presented in the table below.

Regularity Audit Performance Audit Compliance Audit [T Audit Report
Reports Reports Reports

Follow Up Audit Reports  Audit reports Audit reports Audit reports
submitted to the legal ~ submitted to the Public  submitted to the
representative of the Prosecution Office State Commission
auditee for Prevention of

Corruption

Audit reports submitted  Audited entities Audit findings Audit
to the Assembly of recommendations
the Republic of North
Macedonia
Audited public Audited public Follow Up Reviews Follow Up Reviews
revenues (in millions) expenditures (in on the status of Reports on the status

millions) implementation of implementation

of audit of audit

recommendations recommendations



SAQ Annual Work Program for 2020 included 58 audits as follows:

® 42 regularity audits,

% 6 compliance audits as a separate type of audit,
® 7 performance audits,

® 2 follow up audits, and

% 11T audit.

Findings |
Findings in audit reports, of which: 1.014
findings with the audit on the Core Budget 39
findings with the audit on financial statements together with compliance audit 137
findings with performance audit 7
findings with compliance audit as a separate type of audit 65
Findings with follow up audits 2

‘Public Procurement |

In 2020, the audit identified 48 findings in public procurement. The most common and frequently
repeated irregularities are the following:
® Weaknesses in the evaluation phase and proposal for selection of most favorable bidder:

® Tender documentation contains restrictive elements in the tender documentation in relation to the
competition and creates opportunity to favor certain economic operators

% Weaknesses in the phase of bid evaluation and proposing best bidder;
% Weaknesses in the phase of signing contracts with selected bidders; and
% Weaknesses in the phase of realization of signed public procurement contracts.



AUDIT OPINION

In the financial audit reports, the authorized state auditors expressed:
% 16 unqualified (positive) opinion;

® 20 qualified opinion;

® 25 adverse opinion; and

® 4 disclaimer of opinion.

On compliance with laws and regulations, the authorized state auditors
expressed:

% 14 unqualified (positive) opinion;

® 26 qualified opinion;

® 15 adverse opinion; and

® 7 disclaimer of opinion.
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REVENUE AND EXPENDITURE

The total amount of audited public revenue covered by audits of financial statements with 2020
Annual Work Program amount to 347.295 million denars, while the total audited public revenue for
the previous year amount to 247997 million denars, which is an increase of 40%. The structure of
audited public revenue in 2020 and 2019 by groups of users is shown in the following table.

Overview of audited public revenue (in million denars)

AWP 2020 AWP 2019

Audited public revenue by type of
users

Revenue Share in % Revenue Share in %
Central Budget of R. Macedonia 161101 46 172101 69
Budgets of local self-government 2 048 1 1775 1
units
Budgets of Funds 109.548 32 70.206 28
Health Ingurancq Eund budget users 555 0 858 0
(PHI-hospitals, clinics...)
Political parties 642 0 637 0
Public enterprises 303 0 20 0
Other institutions 1317 0 2400 2
Audited public revenue with 71386 ” 0 0

performance audit

Audited public revenue with
compliance audit

The total amount of audited public expenditures covered by the audits of 2020 Annual Work Program
is 184432 million denars, while the total audited expenditures for the previous year amount to 161.586
million denars, which is an increase of 14%. The structure of audited public expenditures in 2020 and
2019, by types of users is shown in the following table.



Overview of audited public expenditure (in million denars)

. . . AWP 2020 AWP 2019
Audited public expenditure by
type of users . . . .
Expenditures Share in % Expenditures Share in %
Central Budget of RNM 2.535 2 47597 29
Budgets of Iooql self- 1651 ' 1737 1
government units
Budgets of Funds 107.048 58 99.966 62
Health Insurancg Fund'bgdget 552 0 847 1
users (PHI-hospitals, clinics...)
Political parties 550 0 613 0
Public enterprises 292 0 24 0
Other institutions 1134 1 3191 2
Audited public revenue with 69.863 38 4906 3
performance audit
Audlteq public revenue with 807 0 2705 )
compliance audit
Total 184432 100 161.586 100

The total amount of executed budget in line with the Final Account of the Budget of the Republic of
North Macedonia for 2019 is 217447 million denars, while the audited expenditure of the Budget of the
Republic of North Macedonia for 2019 is 129.202 million denars, which represents coverage of 53% of
the budget executed through audited expenditures.
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Audited expenditure per types of budget

(in million MKD)

Audited expenditure per type
of budget compared to total

Executed budget

budgets for 2019 Share in %
1 3 4(3/2)

Central Budget users and

e, ™0 wmm

Official Gazette of RNM 89/2021)

Budgets of Local Self- 23 843 1651 5

Government Units

6.1

SAO 2020 Annual Work Program determines
goals and tasks aimed at achieving the strategic
objectives. The activities taken for achieving
strategic objectives provide adequate coverage
of audited public funds, improving capacities

of employees for detection of irregularities,

as well as conducting performance audits of
various programs and projects for achieving
audit objectives, i.e. accountability and good
governance, review of results in terms of cost-
effectiveness, efficiency and effectiveness of
public sector activities.

The key results of the operation of the State
Audit Office in 2020 consist of:

% providing clear and effective recommenda-
tions to the state and other institutions from
the public sector for improving public funds
management;

% contributing to increasing transparency and
accountability of the use of public funds /
funds of taxpayers, 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 univer-
sal service, protection of users and citizens;

ADDED AUDIT VALUE

% identifying irregularities concerning tax
evasion, non-payment of public duties and
fees in the Budget of the Republic of North
Macedonia, thus SAQ provides the minimum
return of invested funds from the Budget of
RNM in SAQ. At the same time, the competent
authorities are notified to take on activities
for collection of less paid funds in the Budget
of RNM;

¥ audit on awarding public procurement
contracts, with special emphasis on awarding
public procurement contracts in conditions of
pandemic and providing accurate information
to citizens and the wider public on the use of
aid (national and international) to deal with
the pandemic. Also, in order to adapt the pub-
lic procurement system to future challenges
and to prepare competent authorities to deal
with similar crises and pandemics, the audit
pointed out the need of further regulation of
laws and bylaws in the field of public procure-
ment.

Some key results are graphically displayed.



670.767

s Total amount of identified
PP irregularities

1.501.621
/— Amount of PP covered
with audit

982.600

Unpaid/underpaid public

duties in RNM Budget

; Zelgg J!(?E)?]‘Uﬂds

68.629.885

\ Total assets and liabilities

in 000 denars



6.2 AUDIT RECOMMENDATIONS

In addition to its core mission as a supreme audit
institution to communicate audit findings timely
and objectively to the public office holders and
the general public, SAQ objective is to give clear
and effective recommendations and thus to
provide support to the state institutions and the
beneficiaries of public funds for improving the
management thereof.

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

The State Audit Office 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.

With the follow-up audits in 2020, we obtained
information on the implementation of
recommendations contained in the audit reports
from previous years, given that the status of
implementation of audit recommendations

is regularly updated in SAQ database.

According to this information, out of 755 audit
recommendations with verified status from SAQ
Annual Work Program for 2018, measures have
been taken upon 536 recommendations, which is
79% implementation of recommendations.

Following the completion of 2019 Annual Work
Program, SAQ issued 429 recommendations.
Auditees have taken measures upon 352
recommendations i.e. 82% implementation of
audit recommendations.

Upon completion of 2020 Annual Work Program,
SAQ issued 604 audit recommendations. By the
time of the last draft of this Annual Report, the
legal deadline for feedback from auditees on
measures taken upon the recommendations
has not expired for 410 recommendations.

Out of 194 recommendations for which the
feedback deadline has expired, 59 are fully
implemented; the implementation is ongoing
for 83 recommendations; 22 recommendations
are not implemented; 6 recommendations
cannot be implemented; and auditees have
not provided feedback for acting upon 24 audit
recommendations.

The following tables provide data on the status
categories of measures taken upon audit
recommendations for 2018, 2019 and 2020.



Status of issued recommendations in final audit reports in line with the Annual Work Program

ANNUAL WORK PROGRAM 2018

STATUS OF AUDIT RECOMMENDATIONS Number of Share in %
recommendations

1 Implemented audit recommendations 254 34

Ongoing implementation of audit

2 . 342 45
recommendations

3 Partially implemented audit 0 0
recommendations

4 Not implemented audit recommendations 136 18

Audit recommendations that cannot
5 be implemented due to changed 23 3
circumstances

Number of audit recommendations with verified status 755

Audit recommendations without defined
status (the auditee has not provided
feedback on measures taken/lack of audit
reviews/the auditor did not have enough
information to ascertain the status of the
recommendation)

Total number of audit recommendations for

which 90 days' feedback deadline has expired 79

TOTAL NUMBER OF AUDIT RECOMMENDATIONS

[ 51 ] ANNUAL REPORT ON PERFORMED AUDITS AND OPERATION OF THE STATE AUDIT OFFICE FOR 2020



ANNUAL WORK PROGRAM 2019

Number of

STATUS OF AUDIT RECOMMENDATIONS . Share in %
recommendations
1 Implemented audit recommendations 143 33
) Ongoing mplernentauon of audit 209 49
recommendations
3 Partially implemented audit recommendations 0 0
4 Notimplemented audit recommendations 73 17

Audit recommendations that cannot be
implemented due to changed circumstances

Number of audit recommendations with verified status

Audit recommendations without defined status
(the auditee has not provided feedback on
6  measures taken/lack of audit reviews/the auditor 69 %
did not have enough information to ascertain the
status of the recommendation)

Total number of audit recommendations for which 90

days' feedback deadline has expired 498

TOTAL NUMBER OF AUDIT RECOMMENDATIONS




ANNUAL WORK PROGRAM 2020

Number of
STATUS OF AUDIT RECOMMENDATIONS mber o . Share in %
recommendations

1 Implemented audit recommendations 59 35
Ongoing impl tation of audit

) ngoing imp gmen ation of audi 83 49
recommendations

3 Partially implemented audit recommendations 0 0

4 Not implemented audit recommendations 22 13

Audit recommendations that cannot be
implemented due to changed circumstances

Number of audit recommendations with verified

status

Audit recommendations without defined status
(the auditee has not provided feedback on
6  measures taken/lack of audit reviews/the 24 12
auditor did not have enough information to
ascertain the status of the recommendation)

Total number of audit recommendations for which 90

194
days' feedback deadline has expired .

Total number of audit recommendations for which 90

1
days' feedback deadline has not expired 410

TOTAL NUMBER OF AUDIT RECOMMENDATIONS
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EXECUTED
AUDITS

7.1 CORE BUDGET OF
THE REPUBLIC OF NORTH
MACEDONIA FOR 2019

We carried out compliance audit of the Core Budget of the Republic of North Macedonia

for 2019 on:

% the procedures for preparing, adopting and
managing the Budget of RNM in accordance
with the legislation;

% planning, recording and realization of expen-
diture, outflows, revenue and other budget
inflows, presented in the Income Statement;

% manner of planning and collecting part of tax
and capital revenues, records and control of
realization thereof, as well as manner of data
exchange with the Ministry of Finance;

% control procedures of IT systems for admin-
istering taxes and other public duties of the
Public Revenue Office and the Customs Ad-
ministration of RNM, as well as the Treasury
account and records.
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The Core Budget of RNM is annual plan of
revenue, other inflows and funds approved with
the budget for financing the basic competencies
of budget users. The main goal in preparing and
executing the Budget is macroeconomic stability
and sustainable and stable national economic
development.

The State Audit Office carried out compliance
audit on the Core Budget of the Republic of
North Macedonia, which covered the preparation,
adoption, managing and execution of the Budget
for 2020.

The Law on Budgets regulates the procedure for
preparation and adoption of the Budget of RNM,
the manner and deadlines for adoption of main
documents, as key instruments that precede the
adoption of the Budget.



PREPARING AND ADOPTING
THE BUDGET OF RNM

Budget Government I(jpverlnsrpertwt
Strategic Priorities IScal Strategy
of RNM : with maximum
expenditure
amount

Ministry of Finance Budget requests Proposal
Budget Circular with strategic plans Budget of RNM
of budget users prepared by
Ministry of
Finance

With the inspection of the procedure for planning and adoption of the
Budget of RNM for 2019, the audit identified the following shortcomings:

existing legislation does not envisage
participation of the Assembly of RNM,
i.e. an independent body appointed by
the Assembly, in the process of adoption
of the Fiscal Strategy;

deadline for submitting budget requests
to the Ministry of Finance is 20 days
shorter than the final legally established
deadline;

76% of budget users submitted stra-
tegic plans together with the Budget
requests;

budget requests do not include plans
for development programs approved
by the Government of RNM, due to the
introduction of the new form for finan-
cial construction of multiannual capital
projects; and

The Draft Budget of RNM for 2019 was
submitted to the Government of RNM
as a tabular overview, without Report
on non-harmonized Budget requests
between the Ministry of Finance and
Budget users.

The Budget of RNM for 2019 was ad-
opted in the amount of 155.820123.000
denars, which is 12% or 20.823.141.000
denars less than the required funds
from Budget users, while compared to
2018 Budget it is 1% higher.



The following chart shows the structure of expenditures on Core Budget
accounts within the Budget of RNM for 2019, according to the functional
classification of expenditures.

Share of budget expenditures of

Core Budget accounts by functional
classification, as forseen in 2019 Budget
of RNM

583%
331%

6,46% M General and public services
/ I Defense

Public order and peace

M Economic affairs
Environmental protection

M Habitats and child development
Healthcare

I Recreation, culture and religion

M Education
048% M Social protection
\ 0,68%

14.90%

3715%

19,54%

10,09%
157%

In 2019, the Budget was rebalanced and approved funds were reduced by 0.6%,
mostly reallocations of funds between Budget users. The authorized state
auditor recommended abiding by identified strategic goals of the Government
when deciding on the need of Budget rebalance.

Total revenue and inflows in 2019 were realized in the amount of 160421.708.000
denars, i.e. 5% less compared to 2018 or 4% less compared to the planned
amount for 2019. The share of individual types of revenues and other inflows
compared to total realized revenue and inflows in the Core Budget of RNM for
2019 is shown in the following chart:
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Structure of revenue and

inflows in 2019 Core Budget

3,08%

147%

H Tax revenue
I Non-tax revenue
Capital revenue
M Transfers and donations

T o L478%

70,90%

Largest share in the Core Budget of RNM

have tax revenues under the jurisdiction of

the Customs Administration and the Public
Revenue Office (PRO), realized in the amount

of 113.734.588.000 denars, which represents 71%
share in the Core Budget revenue. Compared to
2018, the individual tax revenues have increased,
except for the profit tax, which has decreased
22%.

Taking into consideration the competencies of
the PRO related to administration and control of
tax revenues and public duties, there is a need to
strengthen HR and technical resources, as well
as to improve PRO IT systems.

The audit found that uncollected VAT in 2019
compared to 2018 is lower by 31%, which indicates

Il Domestic borrowing
External borrowing
Loan repayment revenue

0,33%

greater promptness and timeliness of VAT
collection by taxpayers. Taxpayers claims based
on VAT refund in 2019 have increased by 72%
compared to 2018, which indicates the possibility
of lower VAT revenues in 2020.

In 2019, excises, as tax revenue, were collected in
the amount of 24.708402.000 denars; this is 4%
more than in 2018. The largest share of excises
comes from oil derivatives and tobacco products.
Only three controls of excise bonds were
performed in 2019, which points to the need of
strengthening the external control system. The
IT system for processing customs and excise
documents was put into operation on 1 January
2020, and this should overcome most of the
weaknesses in the control system.



In 2019 Core Budget, customs and customs duties were collected in the amount of
6.032.619.000 denars, which is 7.6% more compared to 2018. The collection shows
an upward trend in the period from 2016 to 2019, as a result of increased import of
goods.

6.032.619

5.603.709

2016 2017 2018 2019

in 000 denars

The authorized state auditor also concluded Inflows based on external borrowing have
that the institutions responsible for planning decreased by 75% compared to 2018, when an
and collecting part of capital and tax revenues inflow was recorded from issued Eurobond of
need to set up complete records and control RNM at the international capital market.

over the implementation, monitoring of timely
collection, supported by complete and reliable
documentation of these public revenues of the
Budget of RNM.

In the structure of the expenditure and

outflows of the Core Budget of RNM for 2019,
the expenditures for current transfers to extra-
budgetary funds have the largest share of
Domestic borrowing is done by issuing short- 22.34%, the expenditures for salaries, rents and
term or long-term securities to raise funds. allowances 17.83% and the transfers to local self-
Inflows from domestic borrowing in 2019 have government units 12.57%.

reduced compared to previous years. Policy
for issuing government bonds with longer
maturities was implemented, as stipulated in
the Fiscal Strategy of RNM for 2019-2020, in
order to optimize payments and reduce risk of
refinancing.

Within realized expenditures and outflows,

most significant increase is noted in capital
expenditures, which are realized by 33% more
than in 2018, 28% in reserves and undefined
expenditures, and 18% in goods and services.
Most significant decrease is noted in repayments
of capital, which are reduced by 43% compared
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to 2018, due to early redemption of a portion of
Eurobond in 2018.

In 2019, 28103.027.000 denars were transferred
to the Pension and Disability Insurance Fund of
North Macedonia, 440% less than in 2018.

The share of funds from the Budget of RNM for
covering Fund's deficit for payment of pensions
in the period from 2011-2019, ranges from 23% in
201 to 37% in 2017, and 26% in 2019. The deficit in
2019 decreased by 10% compared to 2018, partly
due to the increase of the contribution rate for
pension and disability insurance in 2019 from
18% to 184%, thus providing more stable revenue
for payment of pensions. Despite the significant
reduction of the current deficit of the Fund, the
structure of sources of pension funds points to
the need of financial support for the Fund for
payment of pensions with funds from the Budget
of RNM.

From the Core Budget of RNM through the
competent ministries, subsidies in the amount
of 19.097.285.000 denars were realized as
current transfers to LSGUs, which is 12.57% of
the total expenditure in 2019, the largest share

being block subsidies (86.76%). The Commission
for monitoring development of the municipal
financing system does not monitor distribution
of subsidies and their earmarked use as per its
competences, which does not contribute to the
development of the municipal financing system.

Expenditures for subsidies and transfers in

2019 participate with 12.08% in the Budget. The
most significant are expenditures for support of
agriculture, attraction of foreign investments and
development of free economic zone, financial
support of domestic Greenfield investments,
development of micro, small and medium
enterprises, presidential election activities in
2019, VAT refund of 15% to citizens, and subsidizing
compulsory social security contributions.

Capital expenditures amounting to 10.166.327.000
denars were recorded in the Core Budget of RNM
for 2019, which is an increase of 33% compared to
2018, while the realization is 86% of the projected
amount. The capital expenditures for the period
2015-2019 note declining trend in expenditures for
other constructions, and an increasing trend in
the investments in non-financial assets.



Reserves
for capital
expenditures

Construction
buildings

Other
buildings

Buying
furniture

Investments and

non-financial
assets

Buying
vehicles

Capital grants
to LSGUs

Capital
subsidies

2019

2172.312
I, 1694457
I 1449.633
[ 1.636.892
I  2.500.853

335.285
Il 173.940

I 309722
I 65609
I 69454

2147177
N 3.000.831

e
I 41488992
N 5.076.747

98.267
0 6u.444
I 127268
I 37648
1 46.806

5.062.876

2754720
I 512529

I 415991

I 397.062

I 421395

105.564
I 55453
| 23.221
B 103182
M 161.996

1197.016
B 56732

I 454329

I 666.794
I 560.807

1.355.986
I 1.595.883
I 1436196
I 1.698.000
I 1.386.948

W 2018 Il 2017 M 2016 W 2015

TOTAL 2017

2019 10.166.327

2018 7.664.861

9.279.236

2016 9.683.179

2015 10.850.006



From May 2018, the Ministry of Finance publishes
on its website summary reports on reported
liabilities by entities. In 2019, the Financial
Inspection Department has not supervised
reported liabilities.

Concerning financial stability of municipalities,
in 2019, no municipality has submitted decision
for declaring financial instability, even though

12 municipalities have their accounts blocked.
Therefore, the Ministry of Finance has not set
up coordinating body for overcoming financial
instability of municipalities. This situation results
in municipalities generating new liabilities and

7.2 JUSTICE

7.21 CONSTITUTIONAL COURT

With the audit on the financial statements of the
Constitutional Court of RNM for 2019, together
with compliance audit, the authorized state
auditor identified the following shortcomings:
need for setting up internal audit, carrying out
inventory of funds as prescribed by law, recording
materials upon receipt and their issuance, as well
as implementing public procurement procedures
for procurement of goods and services for the
needs of the Court.

Proceedings before the Constitutional Court
start upon initiative of a citizen, group of
citizens, institutions, associations, as well as
upon assessment of the Constitutional Court
to examine the constitutionality of a law and
the constitutionality and legality of a regulation
or other general act. Considering that the
Constitutional Court does not adopt program

starting new capital projects, which may affect
their liquidity and overall financial situation in
the future, and thus the possibility of additional
allocation of funds from the Budget of RNM as a
financial support for these municipalities.

In the final audit report, the authorized state
auditor also reported on the impact of the health
and economic crisis caused by the global Covid
19 pandemic on the Budget of RNM for 2020,

i.e. the impact on revenue, expenditure, inflows
and outflows, as well as the state deficit in the
coming period, until the situation is completely
overcome.

and work schedule, does not use software for
automatic distribution of cases, and there are no
deadlines for scheduling preparatory sessions,
public hearings and deadlines for final decision
on received initiatives, the authorized state
auditor concluded that complete conditions are
not created for unimpeded monitoring of the
effectiveness in acting upon received initiatives,
effectiveness of each constitutional judge, as
well as the overall work of the Constitutional
Court.

We made analysis on the Operation Reviews of
the Constitutional Court for the period 2015-2019.
It was concluded that around 60% of the total
number of court cases are finished. Unfinished
court cases by years is shown in the following
graph:



Status of Constitutional
Court cases 2015 - 2019

[l rinished court cases

B unfinished court cases

We have pointed out the shortcoming concerning the amendment to the Rules of Procedure of

the Constitutional Court adopted in October 2020, which may have financial implications and affect
the work of the Constitutional Court in the future. This amendment provides for the Constitutional
Court judges to be entitled to an allowance for special working conditions, existence of high risk and
confidentiality, in addition to the right to salary and other allowances.
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72.2 SUPPREME COURT

The State Audit Office audited the financial
statements of the Supreme Court of the Republic
of North Macedonia for 2019 together with
compliance audit.

The main identified shortcomings in the
operation of the Supreme Court of RNM refer

to the AKMIS system and the need to intensify
the activities for procurement of additional IT
equipment and upgrade the software solution,
as well as to strengthen human resources for its
administration.

AKMIS system is an automated court case
management system, which is used by all courts
in RNM as a single unified application, which
keeps records of court proceedings, starting
from the receipt of documents, automatic
distribution of cases to judges, to archiving
court cases. For the needs of AKMIS system, the
Supreme Court formed IT Center as a central
database for all lawyers, notaries, executors,
mediators, bankruptcy trustees, courts, etc,,

which are replicated in the local AKMIS databases

of the courts. In addition, the system should
also have IT part to be used for automatic and
electronic distribution of court cases in public
prosecutor's offices, but it has not yet been set
up.

Taking into consideration the importance of

this system for the entire judicial system in the
country, the authorized state auditor pointed out
the need to intensify activities for procurement
of additional IT equipment and software upgrade,
to strengthen HR for system administration,

and to integrate public prosecutors' offices, for
unimpeded functioning and application of the
AKMIS system.

During 2020, the Law on Court Case Management
was adopted and analysis was made on data

on the number of unresolved court cases from
previous years, newly received cases, resolved
cases during the year and the number of other
unresolved court cases for the period 2017 - 2019.
An increasing trend of the number of resolved
cases was ascertained - from 53% in 2017 it was
increased by 4%, and in 2019 it is 63% of the total
number of court cases, presented in detail by
years in the table below:

DESCRIPTION

Unresolved court cases from the previous year 1956 1726 1422
New court cases 2317 2189 2002
Resolved court cases 2542 2499 2167
Other unresolved court cases 74 1416 1257

The authorized state auditor recommended setting up a working body for court case management in
the Supreme Court, which is expected to increase the efficiency in resolving court cases.



7.2.3 SPECIAL PROSECUTOR FOR CRIMES RELATED TO AND ARISING FROM THE CONTENT
OF THE ILLEGAL INTERCEPTION OF COMMUNICATIONS

At the request of the Primary Public Prosecutor's
Office for prosecuting organized crime and
corruption, we conducted compliance audit on
the topic "Salaries and salary supplements and
other allowances of the Special Prosecutor for
crimes related to and arising from the content
of the illegal interception of communications” for
the period 2015 - 2019.

The audit was performed to conclude whether
activities and information related to exercise
of the right to salary, salary supplements and
other allowances, the accuracy of calculation,
recording and payment thereof for the period
2015 - 2019 are in accordance, in all material
aspects, with the criteria governing this area.

The Special Prosecutor Office (SPO) was a
separate office within the judicial system in the
country, independent and autonomous from

the Public Prosecutor's Office of the Republic

of North Macedonia. SPO competencies were
limited to criminal offenses related to and
arising from the content of illegal interception of
communications between 2008 and 2015.

SPO was established by the Law on Public
Prosecutor's Office for prosecution of criminal
offenses related to and arising from the content
of illegal interception of communications,
adopted by the Assembly of the RNM on 15
September 2015. Following the adoption of the
Law on Public Prosecution on 16 February 2020
("Official Gazette of RNM" no. 42/2020), which
entered into force on 30 June 2020, the Law on
Public Prosecution for prosecution of crimes
related to and arising from the content of the
illegal interception of communications, was
abolished thus abolishing SPO as a legal entity.
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Based on the performed audit, the authorized
state auditor found that the exercise of the right
to salary, the accuracy of calculation, recording
and payment are in accordance, in all material
aspects, with the relevant legislation and internal
acts.

It was also found that, except for the salary
supplements in 2015, the exercise of the right to
salary supplements, the accuracy of calculation,
recording and payment are in accordance, in all
material aspects, with the relevant legislation
and internal acts. Paid salary supplements for
2015 exceed the amount of paid funds for the
basic salary per person.

Concerning the exercise of the right to other
allowances, the accuracy of calculation,
recording and payment, the authorized state
auditor found that they are not in compliance, in
all material aspects, with the relevant legislation
and internal acts. For the period January 2016 -
September 2019 SPQO has paid allowances related
to compliance with the principle of confidentiality
and special protection of privacy in the amount
of 282.896.000 denars, for which the audit did

not obtain adequate legal criterion. Identified
conditions related to the exercise of the right to
other allowances have a degree of classification,
thus a separate audit report was prepared in line
with Article 29 of the State Audit Law and the Law
on Classified Information.



1.2.4 OFFICE FOR MANAGEMENT OF REGISTERS OF BIRTHS, MARRIAGES AND DEATHS

We audited the financial statements of the Office
for management of registers of births, marriages
and deaths for 2019 together with compliance
audit. The authorized state auditor concluded
that in 2012 the Office started a project for
implementing software for electronic registers,
in order to connect all regional departments
electronically. As of 31 December 2019, out of 175
registry offices only 90 are interconnected. This
situation slows down centralization of citizens'
data, which should enable completeness of

data as well as timely and efficient provision of
services for the citizens anywhere in the country.

During 2019, the Office issued 530.000 birth
certificates, marriage certificates and
certificates for deceased persons and earned
income amounting to 36.254.000 denars. The
Office has not adopted internal procedure for
regulating issuance of certificates and other
services for the citizens of RNM, by defining
the course of activities to be performed by the
Office employees, in order to act uniformly and
correctly in the said process.

Mistakes are made in printing the certificates.
The number of issued certificates with errors
in 2019 is 21.957 i.e. 4% of all issued certificates.
The Office has not determined responsibility
for reimbursement of cost in case of errors in
certificates. Consequently, the Office earned

3.295.000 denars less in 2019, of which 1.099.000
denars to the account of the Office and 2196.000
denars administrative fee revenue to the Budget
of RNM.

In addition, the Office does not have data on

the total number of requested and issued
certificates, number of incorrect certificates and
total number of certificates by serial number,
and did not determine responsibility for
reimbursement of cost in case of errors in issued
certificates. As a result, the Office earned 901.000
denars less in 2019.

The authorized state auditor concluded that
for some public procurement procedures no
full transparency and competition is provided
between economic operators. In the paragraph
Emphasis of Matter, the authorized state
auditor disclosed that when conducting public
procurement procedures, the Office needs

to provide only the minimum criteria and
documentation in the tender documentation

to ensure that the economic operator is able
to perform the contract; all conditions must be
directly related and proportionate to the subject
of the public procurement, its complexity and
value.



HEALTHCARE

7.3.1 HEALTH INSURANCE FUND OF THE REPUBLIC OF NORTH MACEDONIA

The State Audit Office performed audit on the financial statements for 2019 together with compliance
audit on the entire financial operations of the Health Insurance Fund of the Republic of North
Macedonia (HIF).

The authorized state auditor ascertained weaknesses in the internal controls for verification of reality
and objectivity of invoiced number and types of performed medical interventions by private health
institutions that have signed agreement with the Fund.

The authorized state auditor also ascertained irregularities and weaknesses in the implementation of
procedures for treatment abroad for which the Fund paid 415.012.000 denars in 2019. The funds paid
for medical treatments abroad for the last 6 years is given in the chart below.

469.619
500.000
4o73g1 000
400.000
394.657
300.000
216.934
200.000
142481
100.000 | | | ‘

2014 2015 2016 2017 2018 2019

source: HIFM



The procedure for treatment abroad

is complex and long, and delays of
commission decisions on referral

for treatment abroad are common
occurrence. Given that these patients
usually have serious health problems;
such delays are unjustified regardless

of the reasons behind. The authorized
state auditor identified cases when
commissions, without legal basis, refer
patients for additional and unnecessary
examinations in a private health
institution (PHI), additionally prolonging
the procedure, although patients'
requests include all necessary medical
documentation to make a decision. The
legal set-up of the commissions that
decide on the requests for treatment does
not provide adequate legal protection

for the applicants; there is no system for
monitoring the status of treatment abroad
in the long term and no analysis is made
on the success of treatments in individual
hospitals.

The authorized state auditor concluded
that the inventary of assets, receivables
and liabilities was incomplete, not all data
is entered in the inventory lists, and the
accounting and factual situation is not
adjusted.

The authorized state auditor disclosed
shortcomings in the manner of
determining the annual budget of public
healthcare institutions (PHI), as well

as regarding unset ratio between the
level of performed services and their
reimbursement by the Fund; therefore,
no real procurement of services from
public healthcare institutions is performed
as provided for in the Law on Health
Insurance. Namely, the Fund is forced

to provide funds for full functioning

of PHIs that are not able to realize
sufficient volume of services or to fit
into the existing system of evaluation

of healthcare services, instead of
compensating for actually performed
healthcare services. As a result, PHIs are
not able to fully and timely service their
liabilities to suppliers leading to creation
of debt.

To ascertain the effect of the current
Covid 19 pandemic, we performed analysis
of PHIs debt as of September 2020, which
is presented in the following infographic.
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7.3.2 PUBLIC HEALTHCARE INSTITUTIONS

SAQ 2020 Annual Work Program covered
secondary healthcare PHIs in the field of: internal
medicine with cardiology, general surgery,
gynecology and obstetrics, pediatrics, urology,
orthopedics and traumatology, infectology and
neuropsychiatry, as well as specialist consultative
and hospital activity in the field of lung diseases
in children.

In conditions of the pandemic, these PHIs were
transformed into Covid centers; in addition

to their regular operation, they reallocated
resources for treatment of patients infected with
Covid 19.

With the audit on financial statements of PHIs
for 2019 and compliance audit, the authorized

state auditor, inter alia, identified the following
recurrent shortcomings:

® weaknesses in the system of internal controls
re written procedures for confirmation of
reality and objectivity of financial documen-
tation, control activities when signing public
procurement contracts, calculation and pay-
ment of salaries and defined competencies
and responsibilities of the persons involved in
the process;

® irregularities in the inventory of assets and
liabilities;

% lack of complete and up-to-date records
of medical equipment and lack of efficient
system for monitoring and maintenance of
the same;

® irregularities in recording received donations;

% irregularities in recording supply of medicines
and medical consumables;

% unspecified right to permanent use of facil-
ities and land and non-compliance with the
provisions of the Law on use of state-owned
and municipal-owned property in leasing
premises;

% unsecured completeness of revenue for
performed healthcare services;

® performing and charging for healthcare ser-
vices to private patients and foreigners with-
out an act / price list adopted by the director
and approved by the competent minister;

% lack of orderly and reliable documentation
(monthly, quarterly and annual fiscal reports)
on collected and recorded funds in the
cash register based on provided healthcare
Services,

% lack of activities for timely collection of
claims for performed healthcare services;

¥ untimely payment of liabilities;

% unsecured consistent compliance with the
provisions of the Public Procurement Law in
the procedures for awarding public procure-
ment contracts and monitoring implementa-
tion of awarded contracts.

In the paragraph Emphasis of Matter, the
authorized state auditor disclosed uncollected
claims of PHIs from the Ministry of Health for
performed healthcare services under Healthcare
Programs from previous years. 2019 Healthcare
Programs do not provide funds for payment

of claims from previous years and thus the
collection of these claims in the coming period
by the competent ministry is uncertain.



7.4 EFFECTS FROM

coviD-19

PANDEMIC

741 AWARDING PUBLIC PROCUREMENT CONTRACTS BY PUBLIC SECTOR INSTITUTIONS
FOR PREVENTION AND PROTECTION AGAINST COVID-19 PANDEMIC

In conditions of pandemic and declared state of
emergency, the public procurement system was
not spared of the changes that occurred in many
areas, both in everyday life and in the functioning
of the public sector institutions. This situation
increased the responsibility in conducting public
procurement, since the protection of health and
life of citizens directly depended thereof. For
that reason, the institutions conducted urgent
procurements using negotiated procedure
without publishing announcement. The State
Audit Office conducted compliance audit on the
topic: "Awarding public procurement contracts
by public sector institutions for prevention and
protection against the pandemic caused by Covid
19",

In such conditions contracting authorities use
non-standard solutions for conducting urgent
procurements that increase the risk of non-
compliance with some of the basic principles
in awarding public procurement contracts,

i.e. ensuring economy, efficiency, competition
between economic operators, transparency,
equal treatment of economic operators and
proportionality in awarding public procurement
contracts.

Based on the performed audit on the public
procurement procedures that were carried out
from 01 March 2020 to 01 October 2020 in order
for prevention and protection against Covid 19,
and the analysis of the working conditions faced
by public sector institutions in a pandemic, the
authorized state auditor identified the following:
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% 88% of procurements were conducted using
negotiated procedure without publishing
announcement. In the absence of a precise
definition of criteria for the "urgency" of
procurement and the type of goods, services
and works that can be procured in a time of
emergency / crisis, the full justification of the
urgency of some of the procedures cannot be
fully confirmed;

% due to the urgent nature of procurements,
the planning phase of procedures could not
be performed timely, and resulted in submit-
ting invitations for negotiation to a smaller
number of economic operators, without
detailed analysis of the type and quantities
of supplies and equipment for protection
available at the market;

® in the absence of clear definition of the

characteristics of the protective equipment
to be used by medical staff of PHIs, different
types of equipment appeared on the market
and were procured with a risk of not having
the necessary characteristics and quality for
proper protection and prevention in the work
processes during pandemic;

% some of the tender documents were
prepared without providing the economic op-
erators with complete, accurate and precise
information on the manner of conducting the
public procurement procedures;

% the manner of conducting negotiated
procedures without announcement does not
provide equal treatment and competition be-
tween economic operators; for some public
procurement procedures, negotiations were
conducted with one economic operator;



® some institutions did not publish natification
for voluntary transparency in the electronic
public procurement system, nor a notification
for annulment of a public procurement pro-
cedure, which affects the accountability and
integrity of public procurement procedures;

% shortcomings that affect the objectivity in
the evaluation of bids, regarding conditions
and requirements of the contracting au-
thority, which affects the equal treatment of
economic operators and limits competition;

® discrepancies between awarded public pro-
curement contracts and the tender docu-
mentation and technical specifications, which
complicates the monitoring of implemen-
tation in terms of whether invoiced prices
correspond to the agreed ones;

% during the realization of some contracts,
there is no appropriate control system to
ensure full realization of envisaged activities.

For overcoming ascertained shortcomings,
SAQ submitted proposal for amending the
Public Procurement Law on ensuring increased
implementation of the basic principles in
awarding public procurement contracts.

7.4.2 NON-FINANCIAL ASSISTANCE, DISTRIBUTION AND USE BY PUBLIC SECTOR
INSTITUTIONS FOR PREVENTION AND PROTECTION AGAINST COVID-19 PANDEMIC

The State Audit Office carried out compliance
audit entitled "Non-financial assistance,
distribution and use by public sector institutions
for prevention and protection against Covid 19
pandemic" for the period 01 March 2020 - 30
November 2020, and some issues and events
were covered subsequently until the date of audit
completion.

The occurrence of Covid 19 pandemic caused
significant disruptions in the social currents
where the existing capacities of the healthcare
system should respond to and prevent the
spread of the pandemic.

In such conditions, the need of medical
protective supplies and equipment in the
healthcare system increased and large number
of citizens, legal entities, foreign donors and

international organizations showed solidarity and
made donations in equipment, goods and funds
for dealing with the situation.

In order to confirm the status of received
donations intended for coping with Covid 19, the
manner of their use and treatment, recording
and control, the audit included the following
institutions: Ministry of Health (MoH), Protection
and Rescue Directorate (PRD), Secretariat for
European Affairs (SEA) and 23 Public Healthcare
Institutions.

With the performed audit on the realization of
activities, measures and policies for planning,
receipt, distribution, recording and control over
received non-financial assistance by competent
institutions, the authorized state auditor
concluded the following:



the Law on Protection and Rescue does not
regulate protection of the population from
epidemics, epizootics and epiphytotic, which
decreases the possibility of identifying risks,
identifying existing resources and planning
provision of resources, including assistance
from international donors;

National Strategy for Protection and Rescue
has not been adopted with action plan aimed
at prevention, reduction of consequences
and readiness of the protection and rescue
system;

the preparedness plan for dealing with emer-
gencies, crises and disasters adopted by MoH
as a significant activity did not result in active
implementation of planned activities before
the onset of the pandemic;

the absence of clearly defined responsibilities
of the institutions involved in the process of
receipt, management (storing, safekeeping)
and control of foreign donations for deal-

ing with Covid 19 consequences affects the
possibility of improper handling and non-ear-
marked use of donations;

MoH and PRD have not set up accounting

records on received donations for dealing
with Covid 19 pandemic;

donations were distributed without estab-
lished criteria, which caused PRD to issue
donations by that are inconsistent with
distribution set up by the MoH;

single central mechanism for receiving do-
nations from foreign donors at national level
has not been established;

PHIs do not regularly update data on medical
equipment within the national healthcare

information system, which should contribute
to the assessment and planning of donation
needs in response to emergencies or Ccrises;
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% insufficient human resources in organiza-
tional units for managing donations in the
MoH and PRD, absence of authorizations with
established competencies in SEA, as well as
insufficient segregation of duties of em-
ployees involved in the process of receiving,
controlling and distributing donations;

From the aspect of PHIs as beneficiaries of
received and distributed donations, the audit
found the following shortcomings:

® in some cases, there are no donation agree-
ments and no reports on received donations;

¥ some PHIs do not have designated respon-
sible person for managing, distributing and
control over the use of received donations;

% lack of act on the manner of receipt and
handling of received donations in equipment
and protective medical supplies for dealing
with Covid 19;

% some PHIs have not established accounting
records of donations received, while some
PHIs keep accounting and/or material
records only for donations for which they
have received valug, and for some keep only
records by quantities.

During emergencies and crises, transparency
includes a wide range of timely and public
information activities. Timely sharing of
information is extremely important due to the
expected pressure from the media, especially in
conditions of urgency, emergency and crisis.

Concerning transparency of information on
received non-financial donations by institutions,
it was determined that stakeholders and citizens
do not have full insight into data on received
non-financial donations for dealing with the
pandemic, data on donors, donations, financial
value, as well as purpose of donations.



To overcome ascertained shortcoming, it is necessary to
take activities for clear and precise regulation of the system
for acting in crisis situations by determining competent
institutions and their mutual coordination for state readiness
in case of crisis; setting up single central mechanism for
received foreign donations; accounting and material records
for donations; as well as control over distribution of received
donations from domestic and foreign donors.



7.5 LABOR AND SOCIAL POLITICS

7.5.1 PENSION AND DISABILITY INSURANCE FUND OF
THE REPUBLIC OF NORTH MACEDONIA

The State Audit Office conducted audit on the financial statements of the Pension and Disability
Insurance Fund of the Republic of North Macedonia for 2019 together with compliance audit and
identified the following shortcomings:

% the system of internal controls in the % due to lack of appropriate data on

process of exercising the rights from

pension and disability insurance (PDI) and

the process of payment of pensions is
regulated by several individual internal
acts and procedures that do not cover

all steps for organization and operation.

There is no complete segregation of

duties and responsibilities of employees

involved in the process due to lack of
employees, and the established internal

controls do not always provide confirma-
tion of data entered, accuracy and time-
liness in the procedure. Due to the above,
the risk of irregularities in the procedure
for recognition of PDI rights increases, as
well as the risk of pension payment after

the expiration of the legal right;

® the Fund is facing lack of the necessary
human resources: actuaries, IT employ-
ees and doctor specialists in the Com-

mission for work capability assessment;
® weaknesses in storing and archiving data

in the registry records prevent verifica-
tion of reliability and completeness of

registered data, which are necessary for

exercising the rights of the Pension and
Disability Insurance Fund. In addition,
the exercise of personal and material

employment and registration of insured
persons, as well as errors in data entered
by other institutions, funds amounting to
141.855.000 denars were not paid to the
account intended for collection of funds
from paid PDI contributions; the Fund
cannot use these funds and the insured
persons cannot exercise their PDI rights;

insufficient mechanisms for forced
collection of recognized damages due to
unfounded payment of pensions; receiv-
ables from citizens are recorded and

the low percentage of return of overpaid
funds, indicate uncertainty of collection in
the upcoming period;

inadequate recording of buildings and
land, as well as decisions to write off
claims based on unpaid contributions
results in unrealistic and non-objective
presentation of funds in the financial
statements;

insufficient degree and intensity of
digitization and electronic archiving of
documents from microfilm tapes in the
past period has an effect on the rational
use of funds.

long-term rights of some insured persons
that do not have mechanisms for proving
paid contributions for a certain period is
violated and questioned;
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BIn the Emphasis of Matter paragraph, the
auditor disclosed the following:

® the poor financial situation of the com-
pany for catering, rest and recreation
of pensioners "Borec" in Bitola, whose
founder is the Fund; and

% unfounded withdrawal of funds from the
Fund's account in 2018 and 2019 in the
amount of 19.056.000 denars by enforce-
ment agents based on enforcement
orders, in which pension beneficiaries
appear as debtors.

In the Other Matter paragraph, the auditor
reported on the structure and level of
realized revenues in the reporting period, i.e.
their increase because of amendments to
the Law on PDI and decrease of the share of
transferred funds from the Budget of RNM, as
shown in the following chart:

Structure of PDIF revenue

in 000 denars
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@ Transfers from other
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Revenue from collected PDI contributions in
2019 has increased by 10% compared to the
previous year, as a result of the amendments
to the Law on PDI from December 2018. These
amendments provided for generation of
revenue of 4.354.800.000 denars based on
refunded contributions with returns from
private pension companies. The increase

in revenue in 2019 is still not sufficient to
cover the expenditures for social benefits,
which are also increasing from year to year.
Namely, the expenditures for social benefits
in 2019 [payment of pensions together with
health insurance contribution of pensioners,
transfers to the second pension pillar and
disability) amount to 72.708.394.000 denars,
for 333.722' pension beneficiaries. This
amount is 6.7% higher compared to 2018.

To cover deficit of funds for payment of
pensions in 2019, funds in the amount of
28.098.207.000 denars were transferred from
the Budget of RNM through:

% Ministry of Labor and Social Palicy in the
total amount of 27.644110.000 denars,
of which 15.644110.000 denars to cov-
er the deficit of the Pension Fund and
12.000.000.000 denars to cover legal
obligations under the PDF, and

% Ministry of Defensg, in the amount of
454.097.000 denars®.

The authorized state auditor continuously
points out weaknesses of the established
system for determining, controlling and
collecting contribution performed by the
Public Revenue Office since 2009 without
ensuring full up-to-date and accurate
integration and timely exchange of data
between the institutions. Therefore, the Fund
does not have complete and precise data on
the claims based on unpaid PDI contribution,
nor it has the authority to collect it, which
affects completeness of the revenue and
realization of PDI rights of the insured for
whom the contribution is not paid.

1 324.039 pension beneficiaries, 9.597 beneficiaries of monetary compensation for physical injury and 86
beneficiaries of monetary compensation for remaining working capacity

2 Funds for payment of pensions for beneficiaries of minimum agricultural pensions, military pensions and
other beneficiaries, as well as for transfers to the second pension pillar

3 Funds for payment of pensions for beneficiaries with reduced service years for retirement, in line with
the Law on Service in the Army of the Republic of North Macedonia
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7.5.2 GOVERNMENT PLANNING - EFFECTIVENESS OF GOVERNMENT MEASURES FOR
ADDRESSING LABOR MARKET RISKS AND PLANNING FUNDS TO OVERCOME RISKS,

INTERNATIONAL PARALLEL AUDIT

The performance audit “Government planning

- effectiveness of government measures for
addressing labor market risks and planning
funds to overcome these risks" for the period
2017 - 2020 was conducted in several institutions
- Ministry of Labor and Social Policy, Employment
Agency of RNM, Ministry of Education and
Science, State Statistical Office, Economic
Chamber of RNM, Ministry of Interior, Office of
the Prime Minister of RNM, Ministry of Health,
Medical Faculty Skopje and Ministry of Economy.

The audit was part of the activities set out in

the international parallel audit on the topic:
"Workforce 2030 - parallel audit” and the initiative
to start the parallel audit resulted from EUROSAI
Strategic Plan 2017 - 2023. Eight SAls participated
in the parallel audit: Israel, Finland, Italy, Bulgaria,
Poland, Republic of North Macedonia, the
European Court of Auditors (ECA) and South
Korea.

The audit objective was to answer the question:
"Are policies, measures and activities taken by the
competent institutions effective and contribute
to increasing employment, improving skills in

line with labor market demand and retaining
workforce by offering quality employment
opportunities, taking into account available
resources of institutions and the manner of their
use?”

Labor market movements are crucial for the
economic development and employment in the
Republic of North Macedonia. The Government
of RNM determines the strategic priorities,
development policies and measures, as well

as the manner of financing strategic priorities
to overcome the differences between demand
and supply of labar, and thus to reduce
unemployment.

Data on total working age population, active
population, employment and unemployment in
RNM are basic statistical information necessary
for analyzing and monitoring changes on the
labor market. The unemployment rate in 2019
was 17.3%, which is a decrease of 51% compared
to 2017, partly due to low activity rates.

Unemployment rate in RNM compared to
unemployment rates in the region, the EU, as well
as the countries of the Eurozone, are presented
in the following chart:

Unemployment percentage

Year EU Eurozone Serbia Bulgaria Albania Greece Croatia Ma’\(iggt:nia
2017 76% 9% 13,5% 6.2% 13,8% 215% 2% 22.1%
2018 73% 8.2% 12.8% 52% 12.3% 19,3% 85% 20,1%
2019 6.7% 76% 10,5% 4.2% 12.3% 173% 6,6% 173%




Despite the trend of gradual reduction of
unemployment rate in 2019, with the onset of
COVID-19 pandemic the conditions on the labor
market have changed significantly and acquired
completely new indicators. COVID-19 pandemic
has intensified and expanded globally, with huge
impact on public health, economies and labor
markets. The pandemic also has a strong impact

on the economic development of small and
medium enterprises, especially those engaged in
crafts, trade, tourism, hospitality, etc.

Unforeseen reduction in economic activity
causes decline in employment i.e. an influx of
unemployed people from several sectors, as
shown in the following graph:

Influx of unemployed people
according to predominant
activity as of 31 August 2020

wholesale and
retail trade

other
activities
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The authorized state auditor identified % The development of Skills Observatory, as a
shortcomings in the following areas: strategic tool of the Ministry of Science and
Education for analyzing adequacy of skills
of students in correlation with the needs

of the labor market is completed. However,
it does not produce data despite the fact

Legal framework, strategic documents
and position of institutions in creating and
implementing labor market policies:

% The Law on Employment and Insurance in

Case of Unemployment, which regulates

the issues of labor exchange, does not fully
requlate the preparation, the holder/compe-
tent institution and the period of adoption of
the operational plan as an annual operational
document for active employment programs
and measures.

The main strategic documents that create
policies in the field of labor market and ed-
ucation system aimed at increasing employ-
ment and quality of jobs, presented incom-
plete implementation of strategic goals, as a
result of insufficient realization of indicators
for some activities under the competence of
the Employment Agency and the Ministry of
Education and Science.

Measures, activities and effects for improving
employment:

% The assessment of planning and creation of

measures and activities for the labor market
revealed lack of internal procedures or
guidelines for more detailed regulation and
description of the planning process. The plan-
ning is not sufficiently supported by detailed
analyses of the sustainability and efficiency
of labor market active employment programs,
measures and services implemented in pre-
vious years, which would confirm the benefits
or weaknesses thereof;

that its start and generation of reports have
been anticipated each year from 2017 to 2020
within the planned, program and strategic
documents of the Ministry of Education

and Science, and in many other important
strategic documents. The delay in the imple-
mentation of planned activities with the Skills
Observatory as a strategic tool for analyzing
adequacy of skills in correlation with labor
market needs is reflected in the creation of
educational policies and employment policies.

% Young people in RNM face difficulties in the
transition from education to the labor mar-
ket. Significant number of young people are
long-term unemployed, which in time lose the
acquired knowledge and skills, their pro-
ductivity decreases, and thus their chances
of finding a job. Quality education based on
analysis of the needs for knowledge, skills
and competencies is necessary to reduce
incompatibility of skills and labor market
needs. Given the above, additional activities
are necessary to strengthen further the
reforms at all levels of the education system
in order to produce workforce that will meet
the needs of the labor market.

The analysis of waiting period for employment
of young people showed that about 70% become
employed within a period of up to 11 months,
while 24% of young people wait for employment
for a period of 1to0 3 years.



WAITING PERIOD FOR
EMPLOYMENT
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The audit found that there is no sufficiently coordinated and systematic approach for creating
policies and monitoring the process of implementation of the envisaged goals and activities aimed
at overcoming the trend of continuous outflow of highly educated workforce. This is becoming a
serious problem, which changes the labor supply and contributes to increasing non-compliance
with labor demand.



Use of resources and control
mechanisms in implementation of active
employment policies and measures:

% the large number of vacancies in
the central office of the Employ-
ment Agency of RNM and the large
volume of cases impose the need to
strengthen and continuously improve
HR capacities for successful imple-
mentation of employment policies
and measures and for achieving de-
sired results and effects on the labor
market overall.

¥ financial resources are important
prerequisite for successful implemen-
tation of planned active measures
and services on the labor market.
Despite the increasing trend on
annual basis, their share in the total
expenditures of the Employment
Agency of RNM is decreasing at the
expense of funds realized for Passive
Employment Measures.

® shortcomings concerning com-
pleteness of evidence and absence
of regular field controls in some
tested cases for active measures
and policies indicate conditions that
deviate from foreseen activities of the
Operational Instructions and signed
contracts that regulate each mea-
sure. No activities have been taken to
regulate the competences to perform
monitaring, as well as to introduce
mandatory evaluation of programs,
measures and services within the
existing law.

Based on the ascertained state of affairs,
the authorized state auditor issued the
following conclusion:

Policies, measures and activities taken
by competent institutions are not
effective enough to provide employment
and skills in line with labor market
demand and to overcome the trend

of continuous outflow of workforce
from the country. There is a need for
coordinated action and strengthening of
activities of competent institutions for
creating policies and measures aimed at
increasing employment, improving skills
in line with labor market demand and
retaining workforce by offering quality
employment opportunities.




7.6 EDUCATION

7.6.1 MINISTRY OF EDUCATION AND SCIENCE

The State Audit Office audited elements
of financial statements together with

the compliance audit of the Ministry

of Education and Science. The Income
Statement elements included capital
expenditures, Program T - Investments in
Education, Programs for construction and
reconstruction of primary and secondary
schools and student dormitories, of the
core budget account (637) for 2019.

The audit found weaknesses in the manner
of defining programs for construction and
reconstruction of primary and secondary
schools and student dormitories, i.e. they
do not contain data on the type of facilities,
type of investment activities and individual

Planned and realized
investments under
Subprograms in 2019

value. Selection of projects is done without
clear, measurable and non-discriminatory
criteria used for determining priorities in
infrastructure activities such as the need
for intervention, demographic factor i.e.
number of students, working conditions,
level of region’s development and other
indicators for creating conditions for
objective selection.

The activities for construction and
reconstruction of primary and secondary
schools and student dormitories in 2019
amount to 115.850.000 denars, which is 36%
realization of the approved 321.895.000
denars budget funds for this purpose.
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TA - Construction of primary schools; TB - Recanstruction of primary schools; TG - Construction of secondary schoals;
TD - Reconstruction of secondary schools, TC - Construction and reconstruction of student dormitories;

Tl - Reconstruction of dormitories
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Unsecured conditions for timely start of
construction works, untimely-secured building
permit, interruptions of construction works,
unforeseen works, and omissions of the designer
and the reviewer, complicate the process of
realization of the plan of dynamics and prolong
deadlines for realization of construction works
for several years. The poor implementation

of program activities has an impact on the
achievement of main strategic goals of the
funding for improving the conditions for
teaching in primary and secondary education
and for improving accommodation facilities in
dormitories.

The authorized state auditor concluded that the
Ministry's department for capital investments,
which controls and monitors implementation

of investment programs, needs additional
human resources, such as experts for control
of completed work for thermal and electrical
installations, which are large part of the
construction works.

Due to irregularities in the handling of archived
and documented material in the Ministry, there is
lack of systematic oversight, managing, storing
and using of documents, which creates the risk
of losing documentation.

To overcome ascertained shortcomings, the
responsible persons in the Ministry should
undertake activities for precise definition of
programs, setting up procedure with clear
criteria for objective selection of structures,
providing conditions for full and timely
implementation of construction works,
strengthening HR in Capital Investments
Department and setting up the archive in
accordance with the legal provisions.

In the Emphasis of Matter paragraph, the
authorized state auditor pointed out that starting
construction works without appropriate long-
term solutions, quality building materials and
functional solutions results in poor performance
and additional reconstruction/rehabilitation after
a short period, and thus inappropriate spending
of budget funds.



7.6.2 BUREAU FOR DEVELOPMENT OF EDUCATION

With the audit on the financial statements

for 2019 together with compliance audit of

the Bureau for Development of Education, the
authorized state auditor concluded the following:

% The Bureau lacks IT system and database on
preschool, primary, secondary, specialist ed-
ucation, education for students with special
educational needs and adult education, as an
obligation arising from the Law on the Bureau
for Development of Education; this affects the
possibility to exchange and use of informa-
tion and data by the competent institutions to
improve the education system quality;

7.6.3 HIGHER EDUCATION

In 2020, the State Audit Office audited the
financial statements for 2019 of three units/
Faculties of the University Ss. Cyril and Methodius
together with compliance audit - Faculty of
Natural Sciences and Mathematics, Faculty of
Information Sciences and Computer Engineering
and Faculty of Pharmacy, Skopje. The authorized
state auditor identified:

® shortcomings in the system of internal con-
trols for monitoring and control of accounting
documentation without clearly defined and
differentiated competencies and responsibil-
ities in relation to confirming completeness
and reliability of transactions, and lack of pro-
cedures for movement of documentation. In
addition, no procedure has been adopted for
determining and collecting revenues realized
on different bases within the higher educa-
tion activity. This shortcoming is specific for
all three audited entities;
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% The Bureau is obliged to publish the scien-
tific and professional magazine “Educational
Reflections” with scientific and professional
papers in the field of education at least twice
a year. However, since 2012 the magazine
has not been prepared and published, which
affects the possibility to present scientific
research results in the field of education to
the scientific community and to increase the
transparency of scientific achievements in
the field of education and their implementa-
tion in the education system in the country.

% shortcomings in calculation and payment of
salaries at the Faculty of Natural Sciences
and Mathematics and the Faculty of Pharma-
cy. The Faculty of Information Sciences and
Computer Engineering has shortcomings in
the payment of per diems for business travel
abroad;

% shortcomings from accounting aspect at
the Faculty of Natural Sciences and Math-
ematics, as well incomplete inventory of
assets, receivables and liabilities in line with
legal provisions. Incomplete inventory was
also identified at the Faculty of Information
Sciences and Computer Engineering.

All three faculties lack accounting policy for
recording receipt and issuance of supplies, i.e.
procured supplies are not recorded through the
accounts of supplies and other capital. They are
not subject to borrowing and return of supplies,
which is contrary to the provisions of the Law on



Accounting of Budgets and Budget Users and the
Rulebook on Accounting of Budgets and Budget
Users.

Inventory of supplies as of 3112.2019 was not
performed, thus the state of supplies available to
the faculties has not been confirmed.

Weaknesses have been identified in the
application of the Law on Public Procurement,
in relation to not obtained necessary
documentation for proving capability of
economic operators at the Faculty of Pharmacy.

In the Emphasis of Matter paragraph, the
authorized state auditor highlighted the situation
of untimely adoption of statutes and other
general acts arising from the same, i.e. untimely
compliance with changes in legislation that
creates opportunity for inconsistent operation of
existing universities and their units.

7.6.4 STATE STUDENT DORMITORY "TOME STEFANOVSKI SENIC"-SKOPJE

With the audit on the financial statements for
2019 and compliance audit, the authorized state
auditor ascertained the following:

% not resolved right to permanent use of build-
ings and land;
% incomplete inventory of assets and liabilities;

% irregularities in the application of the norma-
tive on preparing food for dormitory users;

*® inadequate application of legal regulations
on the manner of calculation and payment of
salary and salary allowances;

% inconsistencies in hiring employees with
temporary service contract;

% noncompliance with cash basis accounting;

% unrecorded receivables from students in the
accounting records;

% incorrect application of acts for determin-
ing price for accommodation and food for
students;

% no system for up-to-date and chronological
accounting records of supplies;

% incomplete records of receivables for over-
paid VAT;

% irregularities in the payment of fees to Man-
agement Board members;

® irregularities in the application of the legal
acts, i.e. accommodation of external users/
workers in facilities intended for students
and pupils;

¥ not ensured consistent adherence to the
provisions of the Public Procurement Law.



7.7 ENVIRONMENT

7.71 EFFICIENCY OF MEASURES AND ACTIVITIES FOR EXPLOITATION OF MINERAL RAW
MATERIALS AND COLLECTION OF FEES

We conducted performance audit on
the topic "Effectiveness of measures
and activities for utilization of mineral
raw materials and collection of fees"
to answer the question: "Do measures
and activities provide effectiveness
of exploitation of mineral raw
materials and collection of fees in
line with the principles of sustainable
development?”

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

Measures and activities taken by
the competent institutions are

not sufficient to ensure effective
management of mineral raw
materials, in terms of their optimal
utilization and efficient collection
of concession fees, in line with the

principles of sustainable development.

The lack of long-term strategic
planning, frequent amendments to
legal provisions, absence of bylaws,

insufficient institutional cooperation
and incomplete electronic database
do not provide solid basis for effective
policy making.

Unspecified deadlines and untimely
signing of contracts prolong the
procedures for granting concessions
for mineral raw materials, which has
negative implications on the economic
interest of entities; inaccurately
regulated contractual obligations of
the concessionaires do not provide
legal protection to the grantor in case
of non-compliance.

The established system for collection
and recording of concession fees
does not provide completeness

of revenues and possibility for
checking calculations, which limits
the supervision and control of
completeness and reliability of
revenue from concession fees.
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Number of concessions and fees collected
on the basis of exploited quantity

500.000

- @

380

2016 2017

I Number of concessions

As a result of this situation, for the period 2016
- 2020 less concession fees were collected
amounting to 32.562.000 denars or 529.018
Euros, of which 13.582.000 denars based on
exploitation area and 18.980.000 denars based
on exploited mineral raw material.

For the same period, 695.202.000 denars
(11.294.584 Euros) were collected untimely

i.e. with delay (83487.000 denars based on
exploitation area and 611.715.000 denars based
on exploited mineral raw materials), and the
Ministry of Economy has not calculated legal
interest on any concessionaire.

Out of four concessionaires subject to
inspection, three are excavating mineral raw
materials outside the exploitation license they
possess over an area of 25.546 m2.

Concessionaires use different calculations i.e.
some of them do not present and pay the fee
for the amount of silver metal in both lead
and zinc concentrate, which results in less
calculated and paid concession fees.
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Performing inspection supervision without
defined criteria for selection of entities,
incomplete implementation of planned
regular inspections, partially performed
control supervision upon issued decisions
for elimination of irregularities, absence
of independent accredited laboratory, lack
of financial resources and equipment do
not provide conditions for effective control
mechanism.

To overcome identified shortcomings,

the authorized state auditor made
recommendations for improvements in
relation to: legal and institutional setup of
the mineral resources management system;
functionality and effectiveness of procedures
for granting/revoking concessions for mineral
resources; collection of concession fees and
mechanism for supervision and control over
the operation of concessionaires for optimal
use of mineral raw materials in line with
sustainable development principles.



7.7.2 EFFICIENT PLASTIC WASTE TREATMENT AND MANAGEMENT

The State Audit Office conducted performance audit on the topic “Efficient treatment and
management of plastic waste" as part of a cooperative audit with other supreme audit
institutions. The initiator of the audit was EUROSAI WGEA, and the joint report will be issued
in 2021. The audit covered the period 2017-2019. The purpose of the performance audit was
to answer the question whether plastic waste is managed in a way that allows waste
reduction and achievement of set goals.

Key principles in best
waste management solution

principle of hierarchy prevention

sustainable development reuse

“the polluter pays”

recycling

principle of caution

principle of responsibility using waste energy

of the manufacturer

disposing of or incinerating waste
principle of the product without using waste energy worst
life cycle. solution

Hierarchy of waste management

The plastic waste management system includes many institutions - Ministry of Environment and
Physical Planning - Department of Environment (the Ministry), local self-government units, regional
waste management centers, public enterprises, legal entities and individuals providing public
utilities, individual waste collectors, waste processors, legal entities handling packaging waste,
State Inspectorate of Environment, etc.

4 Participants in the project were SAls of Poland, Albania, Bulgaria, Hungary, Malta, Moldova, Republic of
North Macedonia, Portugal, Romania, Serbia, Slovakia and Turkey.

5  EUROSAI Working Group of Environmental Auditing
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The legislation envisages adoption of a
number of strategic, planning and program
documents at central, local and regional level
and the auditors found out that some of these
documents are not adopted and some are
outdated. The above points to problems in
setting up an integrated waste management
system. Although certain activities have been
initiated, regional waste management is not
in place and there are no basic conditions
for prevention of waste generation and
processing.

Functional primary and secondary selection
and return of plastic waste have not been
established as basic preconditions for waste
processing. The collected amount of plastic
waste in the country is small and it usually
ends up in landfills. Data from competent
institutions indicate that the collected volume
of selected plastic waste in the country is
minimal - it represents about 14% of the total
collected waste in one year, and it is mostly
the result of actions taken by collective
packaging waste handlers and the informal
sector (individual collectors). One of the
reasons for this situation is the inadequate
and insignificant number of installed waste
collection bins compared to the population
and the index of generated waste. Less than
1% of the total collected waste in RNM is
being recycled. In addition, no initiatives and
activities are taken for reusing plastic waste,
and there are no incentive measures to
support waste processors.

Collective packaging waste
handlers have central
place in the plastic waste
management system.

They link manufacturers/
importers who place products

and packaging on the market, which

at the end of their life cycle create waste that
burdens the environment, with legal entities
and individuals who collect and transport
plastic waste. The latter are also obliged to
process or dispose of collected plastic waste.

The informal waste collection sector in RNM
is a social group of several thousand citizens,
including children, who collect and value waste
through activities that are not organized

and supported. The auditors found out that
this informal sector is barely mentioned in
the legislation, except in the part for their
registration as operators of waste trade. The
possibility for formalization and organization
of this sector through a social enterprise

or public-private partnership, which would
provide them with stable income and legalize
their activities, has not been considered.

In RNM, collection and transportation of
municipal waste is almost entirely performed
by public utility companies (PUCs) established
by the municipalities and the City of Skopje,
which have obtained permit from the Ministry.
The auditors found out that PUCs do not have
sufficient number of special vehicles for
collection and transportation of packaging
waste (selected waste), and due to their
financial situation, some of them are not able
to procure new ones.



Setting up functional integrated waste
management system requires stable
financial resources for regular and
sufficient revenue to cover costs.
Financial resources based on the Annual
Program for investing in the environment
and the fees collected (packaging waste
management, bags for transport of
goods and waste management) do not
enable sustainability of the system by
those who generate waste, which also
affects plastic waste management and
does not allow consistent application of
the principle "the polluter pays'.

The small amount of packaging waste
management fee paid to the treasury
account is due to the legal possibility
for taxpayers to be exempted from
paying the fee if they have signed an
agreement with a collective packaging
waste handler to take on obligations
for packaging waste management. The
collective packaging waste handler is
obliged to use the profit for fulfilling
national objectives through collection
and processing or recycling waste
generated from packaging. The audit
report points out that collective
packaging waste handlers independently
and without restrictions decide on the
manner of using realized revenue. The
amount of collected fees paid to the
treasury account or to the collective
packaging waste handlers is insignificant,
indicating insufficient funding for

encouraging activities for collection,
transport, processing and disposal of
packaging waste.

The established system of records and
information does not provide complete,
accurate and up-to-date information
related to issued permits, collected,
processed and deposited plastic waste.
There is lack of activities for monitoring
waste management at national and local
level and the supervisory activities by
competent institutions are insufficient.

To overcome identified shortcomings,
the authorized state auditor made
recommendations for improvements
concerning management, treatment and
handling of plastic waste aimed at waste
reduction and achieving set objectives.
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1.7.3 EFFICIENCY OF MEASURES AND ACTIVITIES FOR ISSUING

B INTEGRATED PERMITS

Industry has significant place in the
development and stability of the national
economy and has direct impact on
increasing employment, export growth, and
improving the social life of the population.
It participates with about 21%5 in GDP
structure.

The most common industries in our country
are: metallurgy, chemical-pharmaceutical
industry, construction, processing industry
(production of food and beverages and
other food products, production of leather
and similar leather products, paper
production and other).

Through their activities, industrial facilities
emit pollutants into water, air and soil and
have major impact on the quality of the
environment, the life and the human health.

Measures and activities for protection and
improvement of the environment are of
public interest, which requires integrated
approach to action. In order to ascertain the
situation in the field of integrated pollution
prevention and control (IPPC) we carried out
performance audit to answer the question
‘Do B-integrated environmental permits
provide integrated prevention and control
of environmental pollution from industrial
activities"?

The issuance of integrated environmental
permits and their implementation in the
integrated pollution prevention and control
is regulated by several institutions: Ministry
of Environment and Physical Planning

- Directorate of Environmental, local self-
government units, installation operators and
the State Inspectorate of Environment.

The Ministry of Environment and Physical
Planning, the City of Skopje and some of
the municipalities have taken measures
and activities to establish a regime for
issuing integrated environmental permits,
but there is lack of effective system for
integrated pollution prevention and control
to fully cover industrial facilities and control
mechanism that will monitor whether they
should have an Integrated Environmental
Permit (IEP) according to their capacity.
According to data from the State Statistical
Office, in 2019 there are 75.914 active
business entities distributed in 19 sectors
of activity, according to the National
Classification of Activities, but the number
of business entities that perform activities
that require B-IEP is not known.

The existing installations that have
Operational Plan Compliance Permit (OPCP)
and have not yet fulfilled the obligations
from the operational plans, have adverse
impact on the quality of the environment,
and thus they do not fulfill conditions for
obtaining B-IEP. They continue to pose a
danger with their activities to exceed the
permissible limit values for the presence of
pollutants.

Changes are needed in the provisions and
implementation of some of the existing
bylaws in order to ensure uniform and more
accurate preparation of B-IEP and thus to
achieve greater environmental protection.

In the period 2017 - 2019, the entities
subject to the audit collected fees in
the amount of 7419.000 denars. Due to
different interpretations and manner of



application of bylaws, differences in the
manner of calculation of the fee have
been ascertained, which leads to unequal
treatment of installation operators, who
are obliged to pay this fee. Most of the
entities have not established accounting
records of receivables from the operators
of installations, which does not allow
monitoring and regular collection thereof.
The absence of proper records does not
provide for timely warning or revocation of
the license in case of uncollected claims.

The legal provisions do not provide precise
guidelines for the earmarked spending

of collected fees, and the entities did

not submit evidence for their use on any
grounds defined by the legal regulations.

Internal monitoring of installations is
largely set up by the operators, but the
information from the monitoring is not
submitted to the competent ministry.

A monitoring network has not been
established at national and local level, and
thus, it is not possible to fully monitor the
situation regarding industrial installations,
as well as their impact on the quality and
changes in the media and environmental
areas. The supervisory activities of
competent institutions are insufficiently
represented, which has an effect on
untimely detection, prevention and control
of environmental pollution caused by
industrial installations.

These conditions do not allow for full
control of pollution and compliance with
environmental principles: *high degree of

non nou

protection’, “precaution”, “prevention”, and

at the same time affect the incorrect and
incomplete compliance with the principle
“polluter pays".

As a result of the ascertained
shortcomings, the scope and evidence
provided with the implementation

of appropriate audit techniques and
methodology, the State Audit Office
concluded that the measures and activities
taken by the competent institutions

for issuing B-integrated environmental
permits are not effective enough to set up
an integrated system for prevention and
control of pollution from industrial activities
and full compliance with environmental
principles.



7.7.4 FOLLOW UP AUDIT ON "EFFECTIVENESS OF POLICIES, MEASURES AND

ACTIVITIES IN GRANTING WATER RIGHT"

The State Audit Office conducted audit on the
implementation of audit recommendations
contained in the Final Performance Audit Report
from 2019 entitled “Effectiveness of policies,
measures and activities in granting water

right’, to assess the degree of implementation
of recommendations and the adequacy of
measures taken.

The audit provided basis for expressing
conclusion that involved entities have not taken
activities and measures for implementation of
audit recommendations, and thus it is necessary
to take on activities for implementation of
recommendations in the coming period.

The authorized state auditor found out the
following:

% out of 19 audit recommendations given to en-
tities at central level (Ministry of Environment
and Physical Planning, Ministry of Finance
and State Inspectorate of Environment), one
recommendation is implemented, 2 recom-
mendations are partially implemented, 9
recommendations are not implemented and
implementation of 7 recommendations is
ongoing;

® out of 11 audit recommendations given to
entities at local level (municipalities and
public enterprises), 4 recommendations are
partially implemented, 2 recommendations
are not implemented and implementation of 5
recommendations is ongoing.

Incomplete action upon audit recommendations
of the authorized state auditor resulted in
payment of less funds in the Budget of RNM of
at least 204.713.000 denars or 3.3 million euros
as unpaid water right fees collected from end
users (legal entities and individuals) by the public
enterprises providing water services.

The public enterprises have presented liabilities
for calculated and unpaid water right fees in
the amount of at least 426448.000 denars or
more than 6.9 million euros, which is a potential
revenue of the Budget of RNM.

According to the Report of the Ministry

of Finance, submitted at a request of the
Government of RNM, as of March 2019, the
reported liabilities of 60 municipalities toward
public enterprises that provide water services
amounted to 348.365.000 denars or more than 5.6
million euros. The water delivered by the public
enterprises for the needs of the municipalities,
for irrigation of greenery and parks, fountains,
street washing, etc. is not measured and invoiced
in line with the real consumption in m3, and most
often, it is invoiced as a lump sum according to
annual municipality programs.

Following the inspection and data analysis, the
authorized state auditor concluded that in 2019
the total water abstraction is 229.017.078 mg,

of which 63% is not invoiced. The auditors also
found that public enterprises in the following
municipalities have recorded the highest
percentage of water losses: Debar 84%, Dolneni
82%, Gostivar 81%, Kicevo 77%, Ohrid 72%, Krushevo
71% and Kocani 70%.



Measuring the quantity
of water in 2019

The quantities of nat invoiced water include
physical water loss, commercial water loss due
to illegal consumption and inaccuracy of water
meters and data handling errors, as well as not
invoiced legal water consumption, measured
and unmeasured consumed water for regular
sanitation and washing of reservoirs, fountains
and public decorative fountains, watering public
green areas, tree lines and boulevard greenery
and street washing.

These conditions indicate that measures
and activities taken by public enterprises for

reducing water loss are insufficient and result in
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. Water loss / not

invoiced water (m3)

' Invoiced drinking
water (m3)

less calculated and reported revenues of public
enterprises, less calculated value added tax, less
calculated, collected and paid water rights fees
in the Budget as well as inadequate financial
result of public enterprises.

The auditors concluded that the Ministry of
Environment has not taken specific measures
for reviewing and amending the National
Water Strategy. The Strategy still does not
contain specific strategic goals and priorities
or measures and activities for implementation
thereof, and therefore it cannot achieve its
legally established role as a basic planning



document for defining, planning and
developing water management.

It was also concluded that Methodology

for calculating the unit of harmfulness of
discharge in waters is not in place yet, thus
the public enterprises do not calculate
variable value of compensation for discharge
in waters.

In addition, the auditors found out that Water
Agency has not yet been established, even
though the Work Program of the Government
of the Republic of Macedonia 2017-2020
envisages establishment of Water Agency
that will integrate all data on water resources
collected by competent institutions using a
single water management system.

The Ministry of Environment has not taken
necessary activities for reviewing the existing
legal solution on the manner of determining
and collecting water rights fees and for
providing solution for control, monitoring and
efficient collection of the same.

In the period covered by the audit, inspection
supervision over the water right users was
performed only by the State Inspectorate of
Environment i.e. by water economy inspectors,
although the Law on waters provides for
competencies for inspection supervision of
other inspection services as well. Despite
duties given by water economy inspectors,
public enterprises do not take sufficient
activities to eliminate identified irregularities,
but also there are not enough mechanisms in
the legal solutions to ensure the same.

7.7.5 FOLLOW UP AUDIT ON "AIR QUALITY", COOPERATIVE AUDIT

The State Audit Office conducted audit on
the implementation of recommendations
contained in the Final Performance Audit
Report of 2017 on the topic "Air Quality" to
assess the degree of implementation of
recommendations and the adequacy of
measures taken.

The audit found that out of 10 audit
recommendations, 1is implemented, for 3
recommendations the implementation is
ongoing, 4 are partially implemented and 2
recommendations are not implemented. This
provides basis to conclude that the problem
of air pollution in RNM requires long-term
systemic and integrated approach of all
stakeholders (central/local level institutions,

private sector and citizens). Activities taken
in the last three years, albeit a positive step,
have not achieved desired effects in reducing
air pollution. Supervision and control are

at low level and very small part of budget
funds at central and local level are allocated
for implementation of planning documents'
measures and thus the largest part of
measures remain unimplemented.

The new set-up of the cross-sectoral group
on air quality provides better institutional
cooperation, management and coordination.
With the closing of the Public Healthcare
Committee, overlapping of competencies of
the two bodies was avoided.
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Institutions that are main creators and
implementers of policies for improving

air quality at central and local level
continuously lack adequate, permanent and
professional staff.

The Ministry of Environment and Physical
Planning is carrying out project activities
for setting up National Information System
on Environment, which should provide
integrated system and data access from
several media (air, water, soil).

Amendments to the Law on Ambient Air
Quality have been proposed for enabling
prompt and efficient measures, locating
responsibility and appropriate penalties
for non-implementation of planning
documents' measures.

0f the total number of inspections in

2017, 2018 and 2019, insignificant 1% were
performed under the Law on Ambient Air
Quality. The risk assessment methodology

for environmental inspection (which is

in implementation test phase) and the
Draft Law on Environmental Inspection
(which is in the process of adoption)
offer appropriate legal solution for

the functioning of a single system of
environmental inspection on the territory
of RNM.

According to data from the State Statistical
Office, the share of investments and
expenditures for air protection in GDP

in the reporting period 2017-2019 has
decreased compared to previous years
and amounts to 0.03%, while the share in
the total investments and expenditures

in environment is 2% in 2017 and 2018, and
2.6% in 2019. This is one reason why average
annual concentrations of PM10 continue

to exceed the limit values in all measuring
stations except in Lazaropole.
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In addition to the agglomeration plans for Skopje
region and the municipalities of Bitola and Tetovo,
in the reporting period plans were adopted for
the municipalities of Strumica, Veles and Kicevo.
However, the largest number of municipalities
where pollutants exceed limit values have not
prepared plans to improve ambient air quality.

Due to the insufficient administrative capacity
of competent institutions, monitoring of
implementation of planning documents'
measures is not regular and complete i.e. it is
done ad hoc and at request of stakeholders (EU,
media and the civil society).

Completeness of data of the Pollutants
Cadaster is still not ensured because more than
50% of operators holding A and B integrated
environmental permits have not submitted data.

7.8 CULTURE

7.8.1 MINISTRY OF CULTURE

In line with SAQ 2020 Annual Work Programme,
the State Audit Office performed audit on the
financial statements and compliance audit for
2019 in the Ministry of Culture.

In the final audit report, the authorized state
auditor ascertains the following state of affairs:

® capital transfers to local self-government
units were not made in accordance with
legal provisions, i.e. one municipality did not
receive funds for a project even though the
necessary documentation was submitted,
while another municipality was paid funds
without submitting necessary documenta-
tion for a project that reasonably cannot be
completed by the end of the year;

To overcome ascertained state of affairs, the
audit provided guidelines for further action of the
Ministry of Environment and Physical Planning,
the State Inspectorate of Environment and LSGUs
on the following: strengthening administrative
capacity, adopting proposed legal solutions on
ambient air quality and environmental inspection,
setting up comprehensive National Environmental
Information System and a complete database

for the Environmental Cadaster, a system for
preparing and monitoring planning documents
and obtaining necessary financial resources for
implementation thereof.

% the Ministry has not adopted annual plan for
realization of the national interest in culture,
for determining general directions for realiza-
tion of the national interest;

% the Ministry has paid 406 million denars for
financing activities in the field of culture to
users selected at the annual competition,
without adopted internal acts with defined
conditions and criteria on the manner of allo-
cating funds for projects of national interest
in the field of culture for 2019;



The audit report also points to some irregularities
in the allocation of funds for projects of national
interest in the field of culture as follows:

% special competition / application for cultural
and artistic events is not foreseen and no
criteria for evaluation of events is defined:

% large part of the costs for funded projects
are paid as fees for the organizers of the
events;

% some activities did not meet foreseen dead-
line for submission of report with project pro-
posals for selection by commission formed by
the Minister;

% funds were paid for projects with incomplete
documentation without report on project
realization, and payments were made in cash
in amounts that exceed the legal limit.

The auditors found that the Ministry has not
made an inventory of assets and sources of
funds in accordance with laws and bylaws, and
thus the accounting is not adjusted to the actual
situation.

The Emphasis of Matter paragraph in the audit
report discloses conditions that may have future
financial implications, as follows:

% in December 2018, RNM Government passed a
conclusion with instructions for the Ministry
to proceed with amicable termination of the
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public procurement contract for construction
works for Dramski Teatar Skopje, because
this facility is not strategic priority of RNM
Government and the necessary funds were
not provided for it; and

% in 2015, the Ministry as an investor for
construction of building with sculptural
composition in Skopje, concluded public
procurement contract for construction of the
building in the amount of 342 million denars,
with construction period of 18 months and
another contract for expert supervision in
amount of 528.000 denars. As of August 2017,
all construction activities have been suspend-
ed by the contractor. In January 2019, RNM
Government passed a conclusion that obliges
the Ministry of Culture to conduct procedure
for conversion of this facility and to announce
public competition for design solution.

The Other Matters paragraph in the audit
report highlights that salaries of employees
in the field of culture were paid by increasing
coefficients and changing the basis for salary
payment, without making amendments to the
Law on payment of salaries.



7.8.2 CULTURAL HERITAGE PROTECTION OFFICE

The State Audit Office carried out financial audit
together with compliance audit for 2019 on the
Office for Protection of Cultural Heritage (the

Office) and identified the following shortcomings.

The Office has not prepared Annual Report on
its operation that is to be submitted to the
Government nor a five-year National Strategy
for Protection of Cultural Heritage with long-
term policy principles for protection and use of
cultural heritage.

Within 2016 budget, the Office for Protection

of Cultural Heritage planned a project for
research, protection, conservation, restoration,
reconstruction and presentation of the Ancient
Theater Skupi. The Government gave consent
to conduct a multi-annual public procurement
procedure from 2016 to 2019 in the amount

of 522.577.000 denars, while the scope and
dynamics were defined in line with the opinion
of the Ministry of Finance. By inspecting the
Office budget for 2016, 2017, 2018 and 2019, the
authorized state auditor determined that no
funds were planned in the amount defined in
Ministry of Finance opinion, upon which consent
is given for implementation of this multi-annual
public procurement procedure. Lack of funds
in the budget of the Office for the multi-annual
construction of the Ancient Theater Skupi
contributed to the 756% contract realization by
the end of 2019.

The Office business books do not have records
of the construction of structures in the amount
of 751.941.000 denars while they were under
construction, i.e. the value of the structures was

Locality Skupi



not increased following the reconstruction and
adaptation.

The Office has not carried out inventory of
assets and sources of funds in accordance
with laws and bylaws, and thus the accounting
situation is not adjusted with the actual one.

[t was ascertained that 748.280.000 denars
were spent within the Reconstruction program
of St. Clement University at Plaoshnik from 2010
until the day of the audit. Over the years, two
main public procurement contracts have been
signed for this project with several annexes.
The auditors identified several weaknesses in
these procedures concerning non-compliance
with provisions of the Public Procurement Law,
the Law on Construction and the provisions of
the signed contracts. As a result, the deadlines
for construction have been extended, the
construction price increased, and thus more
budget funds were spent while the facilities
are not in operation yet.
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In the Emphasis of Matter

paragraph, the authorized state
auditor pointed out the following
shortcomings:

there are ongoing court proceed-
ings against the Office with uncer-
tain outcome that may addition-
ally burden the Office budget with
interests and court costs; and

the construction of St. Clement Uni-
versity at Plaoshnik as a new struc-
ture is not under the jurisdiction of
the Office in line with the Law on
Protection of Cultural Heritage.




7.9
AND

TRAFFIC,
COMMUNICATIONS

7.9.1 ELECTRONIC COMMUNICATIONS AGENCY

With the performed audit of the financial
statements for 2019, together with the compliance
audit of the Agency for Electronic Communications
(AEC), the authorized state auditor ascertained

the need of harmonization of the act for
systematization of jobs with the regulation, and
improvement of the procedure for performing
inventory of assets, receivables and liabilities.

For the needs of the audit, and in accordance with
Article 27 of the State Audit Law, SAQ engaged
external construction experts to determine

the legality of the construction activities for
construction of "Antenna Pillar oat Vodno-
Antenna Control System and monitoring of radio
frequencies on the territory of the Republic of
Macedonia, without access road and without
connected transmission line".

The activities for construction of the Antenna
Pillar at Vodno started in 2013, based on signed
contract for construction of Antenna system for
control and monitoring of radio frequencies on
the territory of the country, and the activities have

TRANSPORT

not been completed yet. The total value of the
contract and the annexes to the contract as of
June 2020, is 1142.325.000 denars without VAT,
of which 517.751.000 denars were realized as of
November 2019.

The authorized state auditor pointed out
shortcomings that can have financial
implications and impact on the operation of
the Agency in the future as follows:

% initiated court proceedings for collection
of receivables in the amount of 97159.000
denars, whose outcome may affect AEC
revenues;

% recorded claim from the Ministry of Trans-
port and Communications, based on a given
deposit in previous years in a bank with
ongoaing bankruptcy procedure;

% donations were given in previous years
for construction of a structure of public
interest, which donation beneficiary has
not fully realized; this may cause financial
implications in the future.

Overcoming identified shortcomings requires
action by competent authorities for further
regulation of the legislation and bylaws, further
regulation of the manner of distribution of the
part of revenues intended for financing the
Operational-Technical Agency, as well as for
review of the amounts of the fines of AEC as
the competent body for misdemeanors in line
with the Law on Electronic Communications, in
order to harmonize this with the provisions of
the Law on Misdemeanars.



7.10 LOCAL SELTF

GOVERNMENT

710.1 LOCAL SELF GOVERNMENT UNITS (LSGUS)

In 2020, SAO conducted audit on the financial
statements together with compliance audit for
2019 of the local self-government units Radovish,
Kocani and Gazi Baba, and ascertained the
following shortcomings.

The evaluation of the system of internal controls
in different processes showed that internal
control is partial or lacking and does not
function in the process of revenue collection and
execution of expenditures and in the process

of planning the municipal budget. As a result,
there is a risk of incompleteness of property

tax revenues and utility fees, as well as risk of
adopting unrealistic budget.

In the Municipality of Radovis and the Municipality
of Kocani, a significant deviation between
planned and realized revenues and expenditures
of the budget is still present; despite the adopted
rebalance of the budget, harmonization is not
performed.

In the municipalities of Kocani and Radovish,
weaknesses were identified in the collection of
fees for public cleanliness and public greenery
by public companies that pay the fees irregularly
or do not pay the fees to the budget of the
municipality.
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In the municipality of Gazi Baba, from taking
over the competence until 2020, the funds based
on estrangement and leasing of construction
land owned by RNM were paid on inadequate
revenue account, which resulted in lower
revenues in the Budget of RNM in the amount of
58.546.000 denars. The same applies to collected
contractual penalty for non-compliance with the
Law on Construction Land, which resulted in less
funds paid to the Budget of RNM in the amount
of 1.247000 denars.

In the municipalities of Radovis and Gazi

Baba, weaknesses have been identified in the
implementation of the Law on treatment of
illegally constructed buildings and no annual
reports have been prepared on the use of funds
from the fee for determining the legal status of
illegally constructed buildings.

In all three municipalities there are problems
concerning inventory of property and liabilities,
which linger for years and do not allow
adjustment of assets and liabilities of accounting
records with the actual situation identified with
the inventory.



In the Municipality of Gazi Baba, since 2017 the
Municipal Council does not adopt the Annual
Employment Plans proposed by the Mayor. As

a result, the Municipality has no possibility to
hire new employees even after retirement of
some employees at high/important positions,
and due to the regular retirement the number
of employees has significantly reduced. The
municipalities of Radovis and Gazi Baba have
hired several employees through a private
employment agency to perform tasks of regular
job positions that are not filled in line with

the systematization act; also, some of these
employees work in the same job positions for
more than two years, which is not in accordance
with the Law on Private Employment Agencies.

In the Municipality of Radovis, no procedure has
been adopted for distribution of funds from block
subsidies to the municipal public institutions.

In the municipalities of Radovis and Gazi Baba,
auditors identified cases of non-compliance
with the provisions of the Law on Citizens'
Associations and Foundations and the Law on
Sports. Namely, the municipalities give funds to
companies and associations and sports clubs
without criteria or without determined maximum
and minimum amount.

In the Municipalities of Radovis and Gazi Baba,
auditors identified non-compliance with the
provisions of the Law on Construction, which
mostly refers to unprepared reports on technical
acceptance of buildings or phase construction,
and in terms of introducing the work to the
contractors.

Weaknesses in public procurements have also
been ascertained, especially in the part of
preparation of technical documentation in cases
when unit prices per item are applied without
taking into account the project documentation
and the technical documentation that requires
specified quantities, and thus the principle of
most economical bid is not always provided.
Weaknesses in public procurement procedures
were identified in the Municipality of Radovis and
Municipality of Gazi Baba.

In the paragraph Emphasis of Matter, the
authorized state auditor pointed to strengthening
fiscal capacity of local self-government units,
debt servicing and debt relief to suppliers.
Namely, in November 2018 the Assembly of

RNM adopted the Law on financial support of
local self-government units and spending units
established by the local self-government units
for financing overdue and unpaid liabilities. For
the implementation of this law, funds in the
amount of 3.023.383.000 denars were transferred
from the Budget of RNM for 2018 to separate
accounts of the municipalities for settlement

of 51% of the total reported due and unpaid
liabilities.



7.10.2 CAPITAL TRANSFERS TO LSGUs FROM THE BUDGET OF RNM

The Government of RNM in its program
activities, through the budget users who

are the bearers of government and budget
programs, envisages measures and activities
that include capital transfers from the Budget
to the local self-government units (LSGUS).
Through capital transfers, municipalities are
assisted in exercising their legal competencies,
enabling more balanced development at the
entire territory of RNM and development and
investments in rural areas, in order to:

% reduce disproportions in development of
individual municipalities,

% improve quality of life of the population
throughout the country, and

% reduce migration of the population from rural
to urban areas.

It was ascertained that in the period 2017-2019,
3.038123.000 denars were transferred from the
Budget of RNM to LSGUs for capital investments
in infrastructure and improvement of the
environment. The share of individual budget
users in the total transferred funds for capital
investments in LSGUs is shown in the following
graph.

Share in transferred funds by

individual budget users

26%

2%

/1%

b

6%

8%

15%
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RNM Government

Ministry of Local Self Government
Ministry of Finance

Ministry of Environment and Physical
Planning

29%

Ministry of Transport and Communications

Bureau for Regional Development

Agency for financial support of agriculture
and rural development

Ministry of Culture

Ministry of Defence



Taking into account the materiality and the
significance of transferred funds from the state
budget to LSGUs for capital investments, SAO
conducted performance audit to answer the
question: ‘Is there an effective system in place
for managing capital transfers to LSGUs from the
Budget of RNM?"

The performance audit focused on the
established method of managing capital
transfers to LSGUs in order to assess to

what extent it enables effective planning,
implementation, monitoring of implementation
and reporting on the implementation and effects
of capital investments.

The audit identified the following shortcomings:

% legislation does not prescribe unified way of
acting of budget users in the management of
capital subsidies;

® strategic and planning documents adopted
by the Government of RNM, which are the
basis for preparation of operational plans
and annual programs or decisions covering
capital transfer measures to LSGUs, do not
contain sufficient number of parameters
for unimpeded annual planning, monitoring
of implementation of activities and effects
of the same, and some of these documents
have not been adopted:

% annual programs for measures and funds for
capital transfers to LSGUs are timely adopted,
but the public calls for the same are not;

¥ evaluation criteria for submitted projects and
for the amount to be approved are different
for each program and are largely unclear and
imprecise;

% some decisions for selection of projects
that should be financed with funds from the
program are made in the second half of the
current year and are not always based on
performed evaluation and ranking of projects;

% financing of projects has been approved and
funds have not been fully provided:;

® with the budget circulars LSGUs are not in-
formed about the amount of approved funds
for capital transfers;

% The Budget of RNM does not provide clear
picture of the total amount of funds intended
for capital transfers to LSGUS;

% for part of the funds allocated by Government
decisions, no agreements are signed with
funds' users;

% long deadline from publishing public calls to
signing contracts;

% advance payments, termination of contracts
and unrealized funds due to delayed perfor-
mance of works or not starting works in line
with signed contracts for awarded public
procurements;

% funds for capital subsidies are not always
transferred to a special purpose account;

¥ monitoring of realization of capitals invest-
ments is done by the budget users through
which the funds were transferred, but
manitoring of realization of capital subsidies
is not done by the Commission for monitor-
ing development of the financing system of
municipalities;

% some budget users and some municipalities
do not submit reports on the realization of
given/received funds for capital investments
to the line ministries that are bearers of the
programs and to the Government of RNM; and

% evaluation of the effects of realized capital
investments has not been performed.

The identified shortcomings with the
performance audit were the basis for expressing
the following conclusion:

Multidisciplinary regulation as a system
framework for drafting strategic documents
for building long-term goals, policies and
activities for a stable system of capital transfer
management at the state level, covers different
period of long-term planning and does not
always have clearly defined goals, activities,



indicators and sources of funding; also, there

is no methodolagy in place for the manner

of distribution of funds for capital transfers;

and thus integrated management is impeded,
planning, implementation, monitoring of effects
is complicated and there is no clear and
complete picture of the state of transferred
funds for capital investments from the Budget of
RNM to LSGUs.

7.10.3

For effective management of capital transfers
from the Budget of RNM to LSGUs, the competent
institutions need to carry out activities for
further regulation of mutual communication

and coordination, aimed at timely, complete and
effective planning, implementation, monitoring of
the implementation and reporting on the effects
of capital investments.

EFFICIENCY OF MEASURES AND ACTIVITIES FOR REALIZATION

OF TRANSFERRED COMPETENCIES FINANCED WITH BLOCK SUBSIDIES

SAQ carried out performance audit on the topic
"Effectiveness of measures and activities for
realization of transferred competencies financed
with block subsidies’.

The scope and evidence provided with
implementation of audit techniques and
methodology led to the following conclusion:

The Law on financing local self-government
units provides for transferred competencies to
be financed with block subsidies in education,
culture, early child protection and protection

of the elderly. The system of financing
transferred competencies of municipalities

is not based on the principle of financing
competencies (functions) but institutions in the
field of education, child and social protection
and culture. It follows that decentralization
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does not ensure harmonious and balanced
relations between demographic, economic and
cultural development of the country; there are
differences due to unequal development of urban
and rural municipalities, thus all municipalities
cannot participate equally in the decentralized
processes in all areas, especially in culture.
Despite the initiative to redefine the manner and
criteria for earmarked and block subsidies for
municipalities, the competent ministries have not
taken sufficient activities to redefine the manner
of establishing criteria for earmarked and block
subsidies for municipalities.

Ascertained state of affairs in education indicate
that no assessment has been made to determine
the necessary network of schools in each
municipality, and thus there is no rationalization



of costs of gross salaries and other costs
necessary for the operation of each school.

Secondary education lacks functional analysis of
the network of secondary schools, especially of
educational profiles that are in reality needed by
the municipalities and the state.

Block subsidies for kindergartens from 2019

are calculated in line with new Decree on

the methodology for determining criteria

for distribution of block subsidies due to
inapplicahility of the previous methodology;
however, the problem with the centralized and
complex employment process remains, which is
particularly important in kindergartens that lack
human resources.

Block subsidies in culture are distributed on the
basis of unchanged criteria in the said decree,

and the municipalities have not adopted internal
acts for distribution of funds to the institutions.

In conditions of pandemic and adopted measures
for protection from Covid-19, when the education
process is carried out online without physical
presence, the funds for block subsidies from

the Budget of RNM for 2020 and 2021 are

not reduced, and thus unspent funds remain

on the accounts for block subsidies of the
municipalities.

710.4 IMPLEMENTATION OF THE LAW ON TREATMENT OF ILLEGALLY
CONSTRUCTED BUILDINGS IN THE MUNICIPALITIES OF OHRID AND STRUGA

The Law on treatment of illegally
constructed buildings was
adopted in 2011 for systemic
solution of the problem with
illegally constructed buildings
in the country. The Law
regulated conditions, manner
and procedure for registration,
determining legal status

and sanctioning of illegally
constructed buildings, and was
valid until March 2021.




The need for legalization of illegal constructions
in RNM arose due to the large number of citizens
with unresolved status of their facilities, as well
as in accordance with internationally ratified
legal acts. By legalizing illegally constructed
buildings, the state started solving the long-
standing problem of construction, in order to
introduce order in spatial planning.

The State Audit Office conducted compliance
audit on the implementation of the Law on
treatment of illegally constructed buildings in the
Municipality of Ohrid and Municipality of Struga,
for the period 2011-2020, and certain areas,
issues and events covered the period until April
2021.

By inspecting the registers of submitted
requests, we identified the following:

In the Municipality of Ohrid, as of September
2020, 15.939 requests for obtaining legal status

of 19.935 structures were registered. Out of the
total number, requests for 5.806 structures or
30% were approved, requests for 2.544 structures
or 19% were rejected, while requests for 11.585
structures are in process, i.e. the legal status of
51% of structures is still not resolved.

In the Municipality of Struga, 10.723 requests
were submitted for determining the legal status
of illegal structures, of which 3.049 requests or
28% were approved, 4.040 requests or 38% were
rejected, 2.775 requests or 26% are in process,
and 8% or 859 requests have indefinite status.

As a result of the identified shortcomings,

the scope and evidence obtained with
implementation of appropriate audit procedures
and methodology, the authorized state auditor
issued the following conclusion:
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"The process of determining the legal status of
illegally constructed buildings is not implemented
in line with the required/expected dynamics due
to the legally provided opportunity to submit
incomplete requests for determining the legal
status of illegally constructed buildings, which
usually do not include geodetic report and
property certificate for the land where the
illegal structure was built; frequent changes to
the law; non-compliance with deadlines set in
the Law on taking certain actions; insufficient
HR of the construction inspection; failure to

act upon conclusions adopted by construction
inspectors; complexity of the process of
adopting planning urban documentation;
making decisions for temporary suspension of
adoption and implementation of urban planning
documentation and procedures; weaknesses

in the collection of fees for regulating the

legal status of illegally constructed buildings,

as well as partial compliance with the legal
provisions in the implementation of procedures
for determining illegally constructed buildings
that are under the competence of the Ministry
of Transport and Communications. The aforesaid
results in delays of the process and failure to
achieve the objectives of the Law on treatment
of illegally constructed buildings, and in the end it
has a negative effect on the urban development
and the preservation of the World's natural and
cultural heritage in the Ohrid Region.

For overcoming identified shortcomings, the
authorized state auditor made recommendations
to the competent persons in the Municipality of
Ohrid, Municipality of Struga and the Ministry of
Transport and Communications.



We point out that the following was submitted to the Assembly of RNM:

% September 2020 - Draft Law on determin-
ing the legal status of illegally constructed
buildings, in a shortened procedure, with
transitional and final provisions providing for
proposal so that the initiated procedures
continue in accordance with the law under
which they were initiated, as well as a pro-
posal that also changes the scope of illegally
constructed buildings, i.e. with this draft law,
illegally constructed buildings include the
structures built until 1 October 2019; and

% January 2021 - Draft Law on amending the
Law on treatment of illegally constructed
buildings, which proposes the term of validity
of the law of ten years from the day of entry
into force to be extended for five years, i.e.
the Law to be valid until March 2026.

7.10.5 QUALITY OF LSGUs SERVICES PROVIDED THROUGH THEIR WEB PORTALS

SAQ conducted audit of the information
systems as a performance audit to answer the
question "Does the quality of services of LSGUs
through their web portals provide level of good
administration principle i.e. whether citizens
exercise their rights or fulfill obligations for less
time and costs".

LSGUs are responsible for providing basic
information about the services they provide

to citizens and legal entities, in a manner and
under conditions regulated by the statute of the
municipality. They should be transparent in their
work, have clear procedures for participatory
decision-making and clear procedures for
public and administrative services, should be
accountable in the use of public funds and
continuously improve life in the communities.

The audit covered the period 2016 - 2020 and the
following shortcomings were identified:

% problems with the availability of web portals
and their regular monitoring;

% lack of basic information and instructions
for the services available to the citizens, i.e.
information about the services provided to
the citizens on LSGUs web portals;

% lack of complete register, i.e. list of services /
e-services provided by LSGUs for the citizens
and the legal entities;

% not all LSGUs publish services / e-services
they provide on the web portals;

% lack of forms for all services provided by LS-
GUs and continuous revising of forms, as well
as lack of information on service fees;

% web portals are not adapted for access of
people with disabilities;

% absence of strategic planning for local
economic development in the LSGU, as well
as lack of strategic planning for the use of
information technology;



non-functional solution for monitoring service
provision by the entities that perform public
services, and absence of regular monitoring
of the quality of public services at local level;

insufficient transparency and accountability
for the use of public funds on web portals;

part of the LSGU does not provide access to
public information on the web portals;

HTTPS security protocol for access to web
portals is not implemented in all LSGUs;

insufficient implementation of basic quality
management standards;

lack of unified / uniform access to the ser-
vices provided by LSGUs on their web portals;
LSGUs do not follow standards for web
accessibility and web portals do not provide
gasy navigation and access to services and
information;

insufficient human and financial resources,
necessary for setting up e-services, as well
as lack of analysis and defined minimum
resources necessary for unimpeded provision
of quality services on LSGUs web portals.
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Based on the conducted audit, the authorized
state auditor concluded that the existing

quality of services provided by LSGUs on the

web portals do not provide a level of good
administration principle, do not provide effective
and fast implementation of a particular service
or obligation and do not provide the same
treatment, equal access and availability for every
citizen.

The authorized state auditor made
recommendations for improving the quality of
services, increasing the number of electronic
public services, publishing legally prescribed
information and data on the web portals and
their continuous updating, monitoring the
standards, providing equal, easy and faster
access to public and administrative services
for the citizens and other stakeholders, and
increased transparency and accountability of
LSGUs.



7.1"17 JOINT STOCK COMPANIES AND

PUBLIC

ENTERPRISES ESTABLISHED BY LSGUs AND

THE STATE

7111 PUBLIC ENTERPRISES ESTABLISHED BY LSGUs

We audited the financial statements together
with compliance audit for 2019 of the Public
Utility Company "Vodovod" Kocani, established by
the Municipality of Kocani, and the Public Utility
Company "Plavaja" Radovish, established by the
Municipality of Radovis.

With the performed audit of the above public
enterprises, the authorized state auditor
ascertained shortcomings and the most
important ones are the following:

% with the assessment of the system of internal
controls in the process of determining reve-
nues and collection of receivables from utility
services, due to lack of written procedures
there are risks that may have impact on the
collection of receivables and the complete-
ness of revenues;

% PE "Plavaja" Radovish has not established
internal audit unit with at least one internal
auditor and a head of the internal audit unit;

% water loss in the water supply system of
67.75% at PE Vodovod Kocani, and 63% at PE
Plavaja Radovish of delivered water from
the filter station in the water supply system,
due to defects in the system, thefts, illegal
connections etc., and part of delivered water
is used for washing filters in the water treat-
ment plant, watering public greenery and
washing public traffic areas;

¥ significant amount of unpaid liabilities in the
Budget of RNM and the municipality budget
based on water use fee, water discharge fee,
geothermal water use fee, public cleanliness
fee, waste management fee and communal
parking fee;

% PE "Plavaja" Radovish reported profit in a larg-
er amount, and smaller amount of liabilities
based on compensation for water use and
water discharge as a liability to the Budget
of RNM;

% no entry of the share capital of the public
enterprises has been made in the trade reg-
ister. The companies have not determined the
market value of the property and liabilities,
i.e. no share capital assessment has been
performed;

% at PE "Vodovod" Kocani claims from buyers
in the country from previous years, some
of which are sued, and some are obsolete
and should be written off, are not presented
on the account for suspicious and disputed
claims;

% at municipal level, a system for selection of
generated waste has not been established
as one of the preconditions for reducing
the amount of the same, and to protect the
environment.

In the Other Matter paragraph, the authorized
state auditor pointed out the shartcomings
concerning the Wastewater Treatment Plant
Kocani, which was an investment of the
Municipality of Kocani. After its completion, the
Council made a decision for permanent use and
management by PE "Vodovod" Kocani. Since the
full documentation is not obtained from the
Municipality, it is also not fully recorded in the
business books of PE Vodovod Kocani.



7.11.2 JOINT STOCK COMPANIES ESTABLISHED BY THE STATE

We audited the financial statements together
with compliance audit of the Joint Stock Company
for construction and management of housing
and business premises of importance for the
country - Skopje (the Company) for 2019.

In 2011, the Company was registered in the
Central Register of RNM as a legal successor of
the Public Enterprise for Management of Housing
and Business Premises of the Republic of
Macedonia, based on the Law on Transformation
of the Public Enterprise for Management of
Housing and Business Premises of the Republic
of Macedonia, concerning the property, assets,
employees, rights and obligations related to

the activity for construction and management
of residential space and business space of
importance for the country.

The audit identified the following shortcomings:

% lack of complete system of internal controls
in conditions of complex and dispersed orga-
nizational set-up of the Company;

% changes in the single records of residential
and business premises of importance for the
country, as a statutory obligation of the Com-
pany, are not recorded timely, chronologically
and completely;

% the manner of invoicing, signing, archiving,
printing and recording monthly invoices for
lease of business and residential space, as
well as monitoring of realization in accor-
dance with the signed agreements is not
regulated;

% the annual inventory of assets and liabilities
is not complete and has not been performed
in accordance with the laws, bylaws and
internally adopted acts, which regulate the
manner of its execution;
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% for the structures with ongoing construction,
no separate data was submitted for each
structure for the value of construction con-
tracts, year of commencement of construc-
tion, as well as for the degree of completion;

% the records of apartments, garages, base-
ments and business premises intended for
sale, are not complete.

In the paragraph Emphasis of Matter,

the authorized state auditor pointed out
shortcomings that have impact on the operation
of the company and the most important are the
following:

¥ ownership, manner of management and
initiated court proceedings of the hot water
distribution network in the City of Skopje;

% uncertainty of the outcome of initiated court
proceedings in which the Company is plaintiff
for collection of receivables from legal
entities and individuals, and is a defendant, as
well as for provision of long-term credits by
mortgaging buildings and business premises;

% separation of the two joint stock companies
created with the transformation of the Public
Enterprise for Management of Housing and
Business Premises of the Republic of Mace-
donia in accordance with the law, is not fully
completed;

¥ the conversion of the Administrative office
space into commercial business space, part
intended for sale and part for lease;

% the procedure for increasing the share cap-
ital of the Company by investments through
issuance of new shares from the third issue
through a private offer;

% realization of the housing project for so-
cially vulnerable groups, in relation to the
dynamics, the price and the deadlines for the
construction works.



7.12

INSPECTION SUPERVISION

7121 INSTITUTIONAL CAPACITIES OF INSPECTORATES IN RNM

Having in mind the importance of an efficient
inspection system, unimpeded implementation
of the inspection process, preventive action,
need of preventing and eliminating irregularities
and shortcomings in the functioning of the
bodies, SAO conducted performance audit of the
institutional capacities of inspectorates in RNM
to answer the question “Do human resources,
financial, material and technical capacities of the
inspectorates in the Republic of North Macedonia
provide effective inspection supervision?”

The inspection services in RNM are organized

as state inspectorates and are independent
bodies within the ministries, as organizational
units within the state administration bodies or

as organizational units for inspection within the
municipalities. Setting up the inspection services
and the performance of inspection supervision
are regulated by numerous laws and bylaws. The
inspection services supervise the implementation
of about 270 laws and their bylaws.

Systemic framework was introduced in

October 2013 and Inspection Council was
established to coordinate the work and reforms
of the inspection, as well as to ensure the
independence of inspectorates in managing the
budget, human resources and other resources
for the functioning of the inspectorates.

The performance audit covered the Inspection
Council, the Ministry of Information Society

and Administration, the Ministry of Health,

the Office for Protection of Cultural Heritage,
the State Inspectorate for Agriculture, the
State Inspectorate for Construction and
Urbanism, the State Inspectorate for Local Self-

Government, the State Market Inspectorate and
all other inspectorates by collecting data with
questionnaires.

Regarding strategic and legal framework applied
in the work of the inspectorates, we identified
the following shortcomings:

% strategy for development of inspection ser-
vices in RNM is been adopted:;

% annual reports on the work of inspection
services are not submitted regularly to the
Inspection Council;

® records on the number of issued and active
licenses of inspectors are not complete and
accurate; and

% need of implementation of measures of the
Government Work Program for the period
2020 - 2024, in the part of inspection services.

Regarding human resources, financial, material
and technical resources available to the
inspectorates, we identified the following
shortcomings:

% insufficient human resources of the In-
spection Council and insufficient number of
inspectors in the inspectorates;

*® funds for implementation of legal obligations
of inspectorates and the Inspection Council
are not sufficient;

% insufficient technical equipment, obsoles-
cence and non-functional equipment of
inspectorates, which affects the quality of the
inspection; and

% need for reorganization and optimization of
inspection services.



Regarding planning and execution of inspection To improve and increase efficiency of

by inspectorates, we identified the following inspectorates in RNM, it is necessary to
shortcomings: strengthen their human resources, as well as
financial, material and technical capacities of
inspectorates. We made recommendations

for action of competent institutions, whose
implementation should contribute to the
improvement of the whole inspection system in
the country.

¥ need of implementation of adopted method-
ologies for risk assessment when planning
entities subject to inspection;

% lack of integrated information system with
software solution for the inspection services,
which should enable connection of all data in
the performance of inspection supervision:

% incomplete and out-of-date data recording
from performed inspections;

% need of setting up internal control system
in the procedure for performing inspection
supervision;

% insufficient number of trainings for inspec-
tors in order to increase their knowledge,
skills, competencies;

® the entire administrative procedure of the
inspection supervision is performed by the
inspectors.
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7.13 POLITICAL
CAMPAIGNS

7.13.1 STATE ELECTION COMMISSION

The State Audit Office audited the financial
statements of the State Election Commission
(SEC) for 2019, together with compliance audit
and audit of the approved funds for election
activities of the Presidential Elections in the
Republic of North Macedonia and the early
elections for mayors of the municipalities of
Ohrid, Novo Selo and Debar in 2019.

With the performed audit, we identified
shortcomings in relation to the regular operation
of SEC, as well as to the realized activities related
to the election processes, as follows:

% lack of an act for defining the minimum
standards for material and technical means
and equipment, physical accommodation
and human resources for safe, uninterrupted
and economic performance of competencies
related to storage;

% inconsistencies in the manner of using ware-
house premises by the SEC;

® inadequate conduct in performing activities
of the inventory of assets and sources of
funds and adoption of acts for its approval;

% lack of complete, orderly and reliable
supporting documentation for payment of
fees for the persons engaged in the election
process;

PARTIES AND

ELECTION

% inability to compare data entered by the
Municipal Election Commissions with data of
decisions on payment of fees for members of
election bodies, which are adopted by SEC;

% when calculating remuneration for persons
engaged in the supporting bodies and the
election administration, non-qualitative and
non-measurable criteria were applied, and

¥ inconsistencies in the manner of conducting
the procedures for awarding public procure-
ment contracts for the regular operation and
implementation of the election processes.

In the paragraph Emphasis of Matter, the
authorized state auditor disclosed the procedure
for public procurement of new and upgrade of
existing software solutions conducted by SEC for
the needs of the early parliamentary elections in
2020, which may have financial implications and
impact on SEC operations in the future.



7.13.2 POLITICAL PARTIES - REGULAR OPERATION

In accordance with the Law on Financing of
Palitical Parties, the State Audit Office is the
competent body for auditing regular operations
of political parties, through the financial
reporting system.

Starting from 2005, the State Audit Office audits
the operations of the largest political parties

in RNM, i.e. SAO audits the financial statements
together with compliance audit, in line with the
procedures and methodology for conducting
state audit.

Political parties acquire funds for their operation

under conditions and manner determined by the

Law on Financing of Political Parties. According to
the law, political parties are funded by:

% public sources of financing, i.e. funds pro-
vided by the Budget of the Republic of North
Macedonia

® private sources of financing from member-
ship fees, loans, donations, gifts, contribu-
tions, grants, sponsorships, legacies, sale of
promational and propaganda material.

The total funds for annual financing of the
political parties amount to 015% of the total
source revenues of the Budget of RNM, which the
political parties can use exclusively for achieving
their goals determined by law, statute and other
acts of the party.

In 2019, through the Budget section of the
Ministry of Justice, funds in the amount of
315.334.000 denars were paid to the political
parties for their annual financing and for setting
up party research centers. These funds are
12.28% more compared to 2018, as a result of
the increase of the total source revenues of the
Budget of RNM.

With the analysis of revenues by types of sources
of funding of the four largest political parties, we
found a growing trend of the share of revenues
from the Budget of RNM compared to the private
sources of funding of political parties, presented
in the following graph.
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With the performed audits, we ascertained
shortcomings that require action by the
competent bodies of the political parties, in
particular concerning carrying out inventory
in accordance with the legislation, setting up
method of collecting, paying and recording
revenues based on membership fee for full
confirmation of the same, as well as complete
records of the property at disposal of the
political parties.

In addition, with the performed audits, we
continuously point out certain systemic
weaknesses of the Law on Financing of Political
Parties, presented in detail in the section
"Systemic weaknesses” of this Report which
require appropriate action.

7.13.3 POLITICAL PARTIES - ELECTION CAMPAIGN

The State Audit Office is responsible for
monitoring the financing of the election
campaign through the financial reporting system
established by the Electoral Code and bylaws, in
accordance with the methodology prescribed by
the State Audit Law and international auditing
standards.

In 2020, SAQ audited all fifteen (15) participants
in the election campaign of the Early Elections
for Members of the Assembly of RNM held in July
2020.

The authorized state auditor identified
shortcomings concerning inconsistent
application of deadlines for reporting and closing
transaction accounts provided in the Electoral
Code, financing of the election campaign with
funds from sources that are not provided for
financing election campaign, as well as lack of
complete supporting documentation for some of
the invaices for incurred expenses.

According to the Electoral Code, the election
campaign is financed from the Budget of RNM,
from membership fees of the political party,
donations of the political party, donations from
individuals in the amount of 3.000 euros in denar
counter value and legal entities in the amount of
30.000 euros in denar counter value, and political
party loans intended for election campaign.

From the analysis of the total sources of
funding for the election campaign for the early
parliamentary elections 2020, we concluded
that it was funded with a total of 317.772.000
denars, and the structure of funding sources by
participants is shown in the chart below.
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With the analysis of the revenues by types of The funds for paid political advertising provided
sources of financing, we concluded that 62% of by the Budget of RNM, during the election process
the election campaign was financed with the are paid by the State Election Commission. For
funds from the Budget of RNM, while 38% are the election campaign in 2020, an amount of
revenues from other sources of financing. 196.358.000 denars were paid, presented by
participants in the election process in the graph
below.

[ 19 ] ANNUAL REPORT ON PERFORMED AUDITS AND OPERATION OF THE STATE AUDIT OFFICE FOR 2020



Funds from the Budget of RNM for
paid political advertising for 2020
Parliamentary Elections
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Of the total funds for paid political advertising In addition, with the performed audits, we

provided by the Budget of RNM, 85.86% were paid  continuously point to certain systemic

to the three largest political parties of the ruling ~ weaknesses of the Electoral Code, presented
party and the opposition, while 1414% to the other  in detail in the section "Systemic weaknesses”
12 participants in the election process that in the  of this report that require action by competent
last parliamentary elections did not win enough authorities.

MPs to form parliamentary group, as well as

for political parties / candidates who are not

represented in the Assembly of the Republic of

North Macedonia.









SYSTEMIC
WEAKNESSES

We, the employees of the State Audit Office, performing the competencies determined by law and
SAl standards, continuously perform, inter alia, assessment of the degree of compliance of laws and
bylaws and the need of amendments thereof. In this section, we highlight systemic weaknesses that
require action by competent authorities of the executive / legislative power.

Regulation Proposal for amendment / adoption

Law on transformation Pursuant to Articles 8 and 9 of the Law on Transformation into Full-Time
into full-time Employment, the institutions may hire persons based on contract for
employment performance of physical or intellectual work, more than 1% of the total

number of employees at the end of the previous year, for period longer
than 24 months, based on consent obtained from the Ministry of Finance.
In this way, the maximum percentage of persons who can be hired has
not been determined, and thus the entities are allowed to hire persons
with contract above the legally determined maximum, which calls into
question the justification of the adoption of the Law on transformation
into regular work relations.

Law on Personal It is necessary to amend the Law on Personal Identification Records due
Identification to the following shortcomings:
Records

® lack of provisions for the manner of determining the amount of fees
for issued certificates and other services performed by the Office,
and

® deadline for issuing required documents by the Office has not been
determined, which creates a risk of untimely issuance of documents
to the citizens. Due to the established situation, the Office in coop-
eration with the competent ministry needs to undertake activities to
overcome identified systemic weakness.
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Regulation Proposal for amendment / adoption

Electoral Code To review and clarify provisions of Article 83 paragraph 2 of the Electoral
Code in the part of financing election campaign with funds from the
regular account of the political party and from donations from a political
party, in the part of individual and total limits of funds financed /
donated by physical and legal entities.

With the amendments to the Electoral Code in 2018, Article 71 was
amended, which added the possibility to deposit funds on the
transaction account for the election campaign from the account for
regular operations of the political party and from the special accounts
for funds provided by loans; It is necessary to amend Article 26 of the
Law on Financing of Political Parties, which will regulate the transfer of
funds from the account for regular operation of the party and from the
special accounts for the funds provided with loans to the transaction
account opened for the election process.

To regulate the manner for proving/confirming of donors that they are
not ‘related persons” provided for in Article 75, with broadcasters, print
media and electronic media (internet portals) when financing or giving
donations to political parties.

Legal regulation of the provisions of Article 85 of the Electoral Code, in
the part of the manner of acting in cases when the Total financial report
presents surplus funds collected on the election campaign account, as
well as when there is lack of funds and more expenditures presented
than revenue, i.e. there are unpaid liabilities.

It is necessary to prescribe clear and precise criteria for allocating funds
for paid political advertising funded by RNM Budget between the two
largest political parties in the position, opposition and parties that did
not win enough MPs to form parliamentary group or are not represented
in the Assembly of RNM.

Prescribing obligation to submit report on used billboards by the
municipalities in RNM and the City of Skopje.

To undertake activities for further regulation of the Electoral Code in
the part of determining a competent body for monitoring and reporting
on the election media representation on the electronic media (internet
portals).

Regulating the manner of organizing, paying, monitoring and reporting to
the competent authorities on the internet representation made by the
participants in the election campaign through social networks.

To reconsider the deadline for payment of donations, i.e. it is necessary
to determine donations to be paid no later than the day of completion of
election campaign.




Regulation Proposal for amendment / adoption

Electoral Code Adjustment of Article 84-b, paragraph 8 of the Electoral Code, which
will enable the Ministry of Finance to regulate the manner of keeping
business books and preparation of financial report for the election
campaign with a bylaw, taking into account all types / sources of
campaign funds, especially when they do not involve cash inflow to the
transaction account.

Adjustment of 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 hy each participant in the election campaign and the funds
paid and claimed on that basis.

Nomo-technical regulation of the Electoral Code because certain articles
have no sequence and the provisions of certain articles have wrong
reference.

The Assembly of RNM to oblige the Legislative-Legal Commission to
determine consolidated text of the Electoral Code and to harmonize the
terminology with the Constitution and the legal system.

Due to the large human and financial resources needed to conduct the
elections abroad compared to the insignificant turnout of citizens who
are temporarily working or staying abroad during the elections, it is
necessary to reconsider the provisions of the Electoral Code governing
conditions and manner of voting in the diaspora so to reduce the costs
of the state for organizing elections and to create appropriate way of
exercising the constitutional right to vote of citizens who are temporarily
waorking or residing abroad during the elections.

Law on Accounting for It is necessary to undertake activities for amending and supplementing

Non-Profit Organizations bylaws that regulate the manner of accounting of non-profit
organizations, which will ensure consistent compliance with the
accounting principle of “modified occurrence of business changes, i.e.

transactions".
Law on Financing of To adopt more specific guidelines for regulating the manner of payment
Political Parties and registration of membership fees as a source of funding for political

parties for the purpose of uniformity in the accounting and confirmation
of the legally established limit for each member separately, taking into
account the financing of the election campaign for a particular process.
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Regulation Proposal for amendment / adoption

Law on Public Employees Pursuant to Article 14 of the Law on Public Sector Employees, the public
sector in RNM consists of employees that have status of administrative
employees, and employees that have status of support - technical staff.
The provisions of this Law, the provisions of special laws, the regulations
adopted on the basis of this Law and the special laws and collective
agreements are applied to the employees in the public sector. The
amount of the salaries and other benefits of administrative employees is
determined in accordance with the Law on Administrative Servants, while
for the persons performing technical and support work, distributed in
groups, subgroups incorporated in the systematization act, there are no
provisions that regulate the method of calculating salaries.

The absence of provisions for determining the salaries of employees who
perform technical and support work causes diversity in the calculation
and amount of salaries of this category of employees.

In the Constitutional Court of RNM, calculation of the salary for this
category of employees is regulated in the signed employment contracts
by determining number of points for the respective position. The point
value in 2019 is determined by the Decision on determining the value

of the point for salaries of support staff by the Secretary General.
According to this Decision, the value of the point for calculating the
salary is determined in the amount of the value of administrative staff.

To overcome ascertained shortcomings, the state administration bodies
in cooperation with the competent ministry need to take activities for
initiating amendments to the laws and bylaws and to determine criteria
for calculating the salary of employees performing technical and

support work.
Law on treatment of The need to adopt a new law arises due to lack of effects achieved
illegally constructed with the previous law. Frequent changes in the Law on treatment of
buildings illegally constructed buildings, concerning the opportunity for submitting

incomplete requests, as well as the performed aerial photogrammetric
surveying of the entire territory of the country, lack of coordination
between commissions and construction inspectors and no action of
local construction Inspectors, leads to construction of new buildings or
extensions and upgrades of buildings without building permit; there is a
risk of their legalization from several aspects and these structures are
built after the adoption of the Law.




Regulation Proposal for amendment / adoption

Law on Electronic With the performed audit on AEC, the audit ascertained the need

Communications of reviewing Article 29-a of the Law on Electronic Communications;
according to this Article, the Agency is obliged to transfer part of the
funds realized from the revenues from fees as funds intended for
financing the activity of OTA, for providing adequate financial, human and
technical resources for implementation of its competencies, as follows:

- 50% of total revenues realized by the Agency for the previous calendar
year of the revenues of annual fees that operators pay for market
surveillance; and

- 10% of total revenues realized by the Agency for the previous calendar
year of the revenues of annual fees for use of radio frequencies by the
holders of approvals for use of radio frequencies.

Having in mind that the Agency uses as basis for calculation the part of
the revenues that refers only to collected receivables from the current,
and not from previous years, the audit opinion is that it is necessary to
clearly regulate the manner of distribution of the part of revenues that
will be intended to fund OTA.

AEC is the competent body for misdemeanors defined in Articles 182 to
185 of the Law on Electronic Communications. Pursuant to Article 183 of
this Law, if the legal entity or sole proprietor does not fulfill obligations
for payment of fees within the legal deadlines or amounts, a fine in the
amount of 10.000 euros in denars counter-value is envisaged for the
committed misdemeanor.

Having in mind that the amount of revenues realized by the operators,
as well as the funds they pay to the Agency differ depending on the size
of the operators, the audit opinion is that the fine determined is not
proportional to the offense. Therefore, the legislator needs to reconsider
the said fine, in order to harmonize it with the provisions of the Law on
Misdemeanors.
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Regulation Proposal for amendment / adoption

Article 14 paragraph 1line 1 of the Law stipulates the obligation of the
Bureau for setting up IT system and database for preschool, primary,
secondary, specialist education, education for students with special
educational needs and adult education.

Law on the Bureau
for Development of
Education

Given the importance of the information system for providing data in
the field of education and its contribution to the improvement of the
education system in the country, the audit pointed out the need to take
action for clear definition of its contents, the manner of collecting,
entering, using and exchanging information and data with competent
institutions, in order to contribute to the development and promotion of
the entire educational activity in RNM.

Law on Value Added Tax

The Law on Value Added Tax does not regulate VAT exemption related

to elections, and the Minister of Finance has not adopted bylaw on the
manner of taxation of value added tax on the turnover of ballots and
election material required for implementation of elections, given the fact
that the funds are provided in full from the Budget of RNM.

Law on Judicial Service
and Law on Judges'
Salaries

The Law on Judicial Service stipulates that the years of service are valued
in the amount of 0.5% of the basic salary applied for the education
background and salary supplement for the job title, for each completed
year of service, and up to 20%, while in the Law on Judges' Salaries it is
valued with each year started.

The above causes different regulation of the same rights of employees in
the same institution, and it is necessary to take action for harmonization
of these provisions of the Laws.

The provisions of these laws regulate certain rights of judges and
court officials differently. Namely, the maximum amount of allowances
for judges for special working conditions, existence of high risk and
confidentiality is 35% of the basic salary of judges, and for the same
allowances court clerks can receive 25% of the basic salary.

The audit opinion is that it is necessary to review the legal solutions for
harmonization thereof in order to equalize the rights of employees in
accordance with the Caonstitution of RNM.




Regulation Proposal for amendment / adoption

Law on Courts
and Law on Judicial
Service

According to the provisions of these laws, the judicial service consists of
court clerks, persons employed in the courts who perform technical and
support work and the judicial police.

Article 3 paragraph 2 of the Law on Judicial Service stipulates that
employees in the courts that perform technical and support work

do not have the status of court clerks and the Law on Public Sector
Employees and the general regulations on labor relations apply to these
employees. The amount of salary and other allowances of court clerks
and other court employees are determined by law and by collective
agreement in accordance with Article 109 of the Law on Courts.

The system of salary and salary allowances of court employees is
determined by the provisions of the Law on Judicial Service.

Pursuant to Article 78 of the Law on Judicial Service, salaries of
employees who perform technical and support work in the courts are
within the frames of salaries determined for administrative-technical
court clerks depending on the level of education, the job position,
according to the act of systematization and work experience, without
regulating the manner of determining salaries of this category of
employees.

The absence of provisions for determining salaries of employees in the
courts that perform technical and support work, causes differences in
calculation and in the amount of salaries of this categary of employees.

Law on QOrganization of
State Administration
Bodies

In 2004, for performing administrative, professional and other activities
in the field of protection of cultural heritage, the Law on Protection of
Cultural Heritage established the Office as a body within the Ministry

of Culture. The work of the Office is regulated by Article 144, 144-a, 144-

b, 144-c and Article 145 of the Law. In the Law on Organization of State
Administration Bodies, the Office is not envisaged as a body within the
ministry, and thus there is a collision of the Law on Organization of State
Administration Bodies with the Law on Protection of Cultural Heritage.

Law on Protection of
Cultural Heritage

Regarding the operation of the Office for Protection of Cultural Heritage,
the Law on Protection of Cultural Heritage does not provide precise
provisions for control of the Office operation, except for submitting
annual report to the Government of RNM, which appoints the Office's
Director. Also, the Law does not provide for organizational structure with
managerial and administrative bodies. This situation contributes to the
lack of control over the entire operation of the Office.
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Regulation Proposal for amendment / adoption

Law on Culture Projects / events of commercial nature of great interest by the public
are financed in addition to the financial support from the Ministry of
Culture, the users use the provision of Article 23 paragraph 1item 8-a of
the Law on VAT, which refers to VAT exemption for ticket sales. The tax
exemption for ticket sales is not intended to be presented by the user
as financial support for the project. The audit opinion is that financing of
commercial projects as projects of national interest needs to be further
adjusted because financing of projects as projects of national interest
and in a minimum amount of 5% can be used only to obtain the right to
tax exemption. Tax exemption on this basis needs to be presented as
a subsidy or financing with budget funds, because if the event was not
selected as a project of national interest for that event the organizer
must calculate and pay VAT.

Sharing facilities of national institutions with the beneficiaries for
realization of a project of national interest without compensation should
also be regulated and recorded as a subsidy, i.e. financing of a project of
national interest, and should be calculated as approved funds for project
financing.

In order to level the salaries of employees in institutions in the field of
culture, the competent ministry has requested institutions to sign new
collective agreements at the level of the institution in order to apply new
coefficients. Also, for administrative staff in the national institutions in
the field of culture, the gross salary will be calculated in accordance with
the job coefficients determined in the collective agreement for culture
at the level of the institution.

New Collective Agreement at the level of culture was signed; with the
entry into force of this Collective Agreement, the collective agreements
at the level of the employer ceased to be valid.

With the new Collective Agreement, inter alia, the coefficients are
changed as well as the base for calculating the basic salary, which
increases the right to salary.

Taking the aforementioned activities when no amendment has been
made to the Law on Payment of Salaries in RNM leads to inappropriate
acting and determining higher monthly right to payment of salary to the
entities in the field of culture.




Regulation Proposal for amendment / adoption

Law on utility fees The audit continuously reports on the weaknesses in the legal solution
that regulates collection of communal fees, which are own sources of
income of local self-government units; due to inaccuracies in the legal
solution there is no possibility for real collection of certain types of
utilities and tariffs as follows:

The communal fee for use of roads with motor vehicles is prescribed to
be collected by the legal entities performing vehicle registration and to
be paid to the appropriate payment account of the municipality treasury
account. The existing legal solution does not stipulate the deadlines for
payment of collected fees to the municipality account, to inform the
municipality on the number of registered vehicles depending on the
cubic capacity and on the monthly amount of collected funds individually
and cumulatively.

The communal fee for use and maintenance of public lighting is
collected by the trade company responsible for electricity distribution
from the meter holders; the trade company is not obliged to inform the
municipalities, the municipalities in the City of Skopje and the City of
Skopje about the number of tax payers by category (number of meters),
in accordance with the tariff number, and on collected revenues and
unpaid receivables on this basis.

Due to insufficiently precise legal solution, the utility fee for using music
in public places is not charged by the municipalities.

Law on Agricultural Land Pursuant to Article 33 of the Law on Agricultural Land, the Ministry
of Agriculture, Forestry and Water Economy may give state-owned
agricultural land for use by way of lease and usufruct. The funds from
the lease are paid to a special account within the treasury account, and
the revenues are distributed in a ratio of 50% for RNM and 50% for the
municipalities, the municipalities in the city of Skopje and the city of
Skapje, depending on the location of the agricultural land that is leased.
The funds from the lease of state-owned agricultural land collected in
the current year are distributed to the municipalities, the municipalities
in the City of Skopje and the City of Skopje that have real estate tax
revenue of over 80% compared to the planned in the previous year
according to data from the treasury records.

According to the legal solution, the municipality is not informed on the
amount of funds to be paid, and the Ministry is not legally obliged to
submit the lease agreements for state-owned agricultural land to the
municipalities for the land located on their territory.
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Regulation Proposal for amendment / adoption

Property Tax Law The audit highlights uncertainty in the application of Article 39 of the Law
on Property Taxes since its adoption in 2004, in terms of the obligation
to harmonize the real estate register managed by the municipalities,
municipalities in the City of Skopje and the City of Skopje with the
register managed by the Agency for Real Estate Cadaster of RNM: no
later than 31 December of the current year data from the registers
should be submitted to the Central Register of the Republic of North
Macedonia and to the Public Revenue Office. The implementation of
this legal solution requires certain clarifications in the Law as well as
software connection of the competent authorities.

Law on Construction Regarding the contractual penalty arising from non-compliance with

Land the obligations of signed agreements for alienation of construction
land, Article 76 paragraph 10 of the Law on Construction Land provides
for "The funds from the collection of contractual penalty referred to in
Article 75 paragraph (1) item 7 of this law are distributed in ratio of 20%
for the Republic of North Macedonia and 80% for the municipalities, i.e.
the municipalities in the city of Skopje, depending on the location of
the construction land’, without specifying that the funds are distributed
between the municipalities in the City of Skopje and the City of Skopje, in
ratio of 50% for the municipality from the area of the City of Skopje and
50% for the City of Skopje.

Law on Primary The Law on Primary Education does not regulate the right of ownership
Education of school buildings and property of primary schools; Government
Decision was passed for transfer of the founding rights and obligations
over the existing primary schools to the municipalities in the City
of Skapje and transfer of the right to ownership of facilities to the
municipalities, i.e. the municipalities of the City of Skopje for the schools

in their area.
Law on Secondary The legal provisions for primary and secondary education do not define
Education the manner in which the need for construction and extension of a new

school building will be determined, i.e. the competent ministry does not
give a prior opinion, elaboration regarding the need to start construction,
but only gives an opinion for the establishment of a school when the
building has already been built. The absence of provisions for criteria
that will cover the initial part of the need for construction and extension
of a new facility, school, creates a risk that the constructed building will
not be fully used for the purpose for which it was built.




Regulation Proposal for amendment / adoption

Law on Firefighting Pursuant to Article 49 of the Law on firefighting, territorial firefighting
units (TFFUs) of the City of Skopje and the municipalities have a
possibility to realize additional revenue from collected fines for violations
involving fire protection and explosions; donations and other funds
from insurance companies, foundations, and legal and natural persons
intended for promoting fire safety; and from own revenues for services
rendered.

The City of Skopje and the municipalities in RNM do not generate revenue
on this basis, except for the revenue from the insurance companies
amounting to 2% of collected premiums for insurance of motor

vehicles and liability insurance for the use of motor vehicles. However,
municipalities have no information on the amount of funds that are

paid on this basis, nor have legal possibility to verify the accuracy and
reliability of funds paid. The imprecise legal solution for other types of
revenue for financing TFFUs results in failure to collect revenue on this
basis.

According to the Law on Public Sector Employees, public sector
employees are categorized into four basic groups, and professional
firefighters employed in territorial firefighting units have the status

of authorized officials in the field of security; they belong to group

Il - jobs of officials with special authorizations, i.e. persons who have
employment in public sector institutions in the field of security, defense
and intelligence for the purpose of performing special autharizations,
subgroup 10 - other authorized officials in the field of security, defense
and intelligence. Within each subgroup, several categories of jobs are
determined by a special law or collective agreement.

The Law on Firefighting defines three categories of jobs: Category A -
Senior Management Firefighters, Category B - Managing Firefighters
and Category C - Professional Firefighters. Under category A, 5 levels

of managerial positions are determined, and under category B and C,

4 levels of positions are determined. According to Article 5 of the law,
due to the type and nature of the work they perform, the amount of
salary of professional firefighters in firefighting units is 20% higher than
the salary of other employees with appropriate training for municipal
administration, whose rights and salary obligations are regulated by the
Law on Administrative Servants.

Exercising the rights of employees in TPPE of salary higher than 20% of
the salary of other employees with appropriate professional training
for jobs in the municipal administration is a legal provision that is not
precise enough, given that the structure of employees in municipalities
is very different and depends on several factors.

Clear and concise legal solution is needed to determine the salary of
professional firefighters to overcome the established shortcomings.
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Regulation Proposal for amendment / adoption

Law on Higher Education Article 41 of the Law on Higher Education, stipulates the establishment
of a National Council for the purpose of providing, evaluating, developing
and improving the quality of higher education and scientific research in
the Republic of North Macedonia. The competencies of the Council are
broadly defined in the Law and mostly refer to monitoring, proposing,
drafting rulebooks and programs. According to the new law, the National
Council should be established within one year from the day the law
enters into force, the acts provided for by the Law should be adopted no
later than six months from the day of its establishment.

Given that the Council is not yet established, much of the work and acts
on which this expert body should give opinions, proposals, determine

or adopt appropriate norms agreed by the Assembly of RNM, the
Government of RNM or the Ministry of Education and Science, have not
been adopted. Hence, the public universities act and operate in different
ways, by acts and decisions adopted currently.

Realization of the right to salary and salary allowances without Collective
Agreement for higher education activity, without provisions in the Law on
Higher Education and with undefined value of the paint for calculating
salaries of public servants, may contribute to different ways of
calculation and payment of salaries within the public universities in RNM
based on internal act of a higher education institution.

Law on Employment The law does not fully regulate the preparation, the holder, the
and Unemployment competent institution for implementation and the period of adoption
Insurance of the Operational Plan (OP) as an annual operational document for

active employment programs and measures, as well as the manner of
allocating funds for measures and services.

Also, the law does not provide for adoption of bylaw that will regulate in
more detail the issues related to the planning, development, financing
and approval of programs, measures and services for employment,
supervision and implementation procedure. These activities are defined
by Operational Guidelines issued annually by the EARNM based on the OP
adopted by the MLSP.

Law on Secondary It is necessary to harmonize the Law on Secondary Education and the
Education Law on Vocational Education and Training with the provisions of the Law
on the National Qualifications Framework. The need to define the roles
and responsibilities of key stakeholders in the implementation of the
Macedonian Qualifications Framework is also necessary. The National
Qualifications Framework NQF) is an instrument for establishing
qualifications system, which provides the basis for qualifications
acquisition and quality of qualifications, as well as an instrument for
communication between stakeholders and for reforming the education
and training system.

Law on Vocational
Education and Training




Regulation Proposal for amendment / adoption

Law on Protection and With the amendments to the Law on Protection and Rescue in 2008,

Rescue the protection of the population from epidemics, epizootics, epiphytotic
is exempted from the law. Excluding epidemics from the regulation
reduces the possibility of creating or rapidly activating protection and
rescue system that will include identifying risks of future pandemics
and infectious diseases, assessing their potential impacts, identifying
existing resources and planning the need of providing resources
through donations using the mechanism for international cooperation
for effective prevention and early warning of a possible crisis situation.
This situation indicates the need to amend the Law on Protection and
Rescue, which will include protection of the population from epidemics,
epizootics, epiphytatic and its harmonization with international

regulations.
Law on Pension and Starting from 2004, Article 130, paragraph 6, stipulates the obligation
Disahility Insurance for the beneficiary of a disability or family pension based on disability

to report to a mandatory control examination, which is performed

within one year and no later than two years. Until the final decision,

the beneficiary is paid a pension, and in case the mandatory control
examination confirms that the person does not have disability, claims are
calculated for unfounded payments that represent significant outflow of
funds from the budget of the Fund. On the other hand, the legal solutions
do not regulate employment suspension in conditions when temporary
disability pension is granted, due to which the insured persons whose
disability pension is revoked remain unprotected in terms of employment
rights and obligations. In order to overcome these shortcomings, the
Fund has repeatedly submitted initiatives to the competent ministry for
amendments to this Law, but until the day of the audit, the changes have
not been made.

[ 135 ] ANNUAL REPORT ON PERFORMED AUDITS AND OPERATION OF THE STATE AUDIT OFFICE FOR 2020



Regulation Proposal for amendment / adoption

Water Law Determining the amount of fees for water right is done in accordance
with the Law on Waters, and the payers of the fee for water right are
the legal entities and natural persons that have a license for water right.
The legal entities that manage the water supply system are obliged
to calculate and pay the fee for water use, and the legal entities that
manage the sewerage system are obliged to calculate and pay the fee
for water discharge and are obliged to pay calculated fees monthly on a
separate payment account within the treasury account. In addition, it is
envisaged to calculate the variable value of water discharge fee, which
is determined in the discharge permit based on “unit of harmfulness"
and is calculated by the person discharging untreated wastewater into
recipients.

The current legal solution results in incomplete information for the
Ministry of Environment, as a budget user responsible for full and
timely collection of fees for water law, on the amount of fee to be paid
by the permit holders, and on the amount of paid fee, i.e. there is no
efficient system for monitoring, control and supervision of calculation
and collection of fees for the water right. In addition, the absence of a
bylaw to determine the “ unit of harmfulness * for the water discharge
impedes calculation and collection of the variable part of the fee for
water discharge.

It is necessary to adopt legal solution for the water right fees to have
the treatment of public duty and to regulate monitoring, control and
supervision of proper calculation, collection and payment in favor of the
respective treasury accounts. Itis also necessary to develop and adopt
Methodology for calculating the unit of harmfulness for water discharge.

Law on Health Insurance We emphasize that although the establishment of commissions for
acting upon requests for treatment abroad of the Health Insurance
Fund is in accordance with the Law on Health Insurance, setting up and
decision-making of two commissions in the first instance and within the
same body is not in accordance with Article 14 of the Law on General
Administrative Procedure; this Law does not provide for the possibility
for a second instance commission to participate and decide in the
first instance. Therefore, adequate legal protection is not provided,
considering that in case of change of the positive into negative opinion
by the second instance commission in the first instance procedure, the
applicant has no opportunity to file second instance appeal to another
commission, except to the same second instance commission that
participated in the decision in the first degree. The responsible persons
in the Health Insurance Fund need to initiate amendment to this legal
solution.




Regulation Proposal for amendment / adoption

The Law on Packaging and Packaging Waste Management does not precisely
provide for:

% monitoring whether all producers / importers that generate packaging
waste that was first placed on the market in RNM have signed agreements

Law on with collective packaging waste handlers;

Packag!ng and % calculation of the amount of packaging waste management fee to be paid
Packaging Waste by taxpayers who have signed agreement with collective packaging waste
Management

handlers for taking over obligations for handling packaging waste at the
expense of collective handlers;

® distribution of realized revenues by the legal entity for handling packaging
waste (collective packaging waste handler) and introducing restrictions for
spending these funds.

We identified the need for further regulation of the Law in the part of:

% determining number and type of necessary organizational-technical means,
including waste collection vessels and specialized vehicles for plastic waste
collection, taking into account the number of inhabitants and the population
density in the area, the number of waste generatars, the average quantities
of waste generation in the area, spatial - geographical layout, condition of
the road network and similar parameters;

® determining opportunities for formalization and organization of the informal
waste collection sector, which would provide them with stable income and
legalization of their activities;

% necessary field inspection by an expert team of the Ministry of Environment
and Physical Planning before approval of the contents of the Environmental
Impact Assessment Study or approval of the Elaborate for Environmental

Protection;
Law on Waste

% prescribing manner of calculation of the guarantee / insurance, which is
Management

one of the conditions for obtaining a license for performing the activity of
storing, treatment and / or processing waste and the term of its validity;

% Amendment to Article 106 paragraph 4 to overcome legal weakness, i.e. by
adding the expression “permit for waste treatment and / or processing ",
in order to separate the treatment and processing as activities, which will
enable import for those legal entities that perform treatment but not waste
processing;

% improving the manner of issuing and filling in the transport form, as a single
document with a serial number. Also, setting up electronic forms, so that it
would be available to all entities, and would reduce the risk of its duplication
and abuse;

% calculating waste management fee based on a fixed fee per m2 of apart-
ment / house or flat fee (lump sum) for a household, and trying to calculate
the fee based on the amount / weight of waste collected or the number of
members in ane household.
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Regulation Proposal for amendment / adoption

We identified the need for harmonization and further regulation of the Law on

Environment, as follows:
Law on

Environment % 1o set up a system (register) at national and local level that will fully cover
industrial installations that emit harmful substances into the environment
with their activities, as well as a control mechanism that will monitor wheth-
er they have appropriate integrated environmental permit (IED);

% Article 129 and Article 142-a of the Law, which should define the obligation

to pay fees for B-IED and PCOP and a provision for adopting decision and
deadline for calculating the fee.










FINANCIAL

STATEMENTS B 2
RSM

PCM MAKE[IOHW.JA OOCEN Cronje

Mame Mpyes B, 1000 Cuonje, P, Cenepia Mareaoinga

T304 (0)2 3233 3
E conlactirsmumk
A, TR TLmE

M3BELUTAJ HA HEBABUCHWOT PEBW30P
Oo CoBpanuero Ha PenyGnuka CesepHa Makenonuja

Wapewraj 3a hMHAHCHCKMTE HIBELITAH

Hue nasplunaMe peBnanja Ha NPUNOMEHNTE (DHHAHCKCH WIReWTaW Ha OpWaBHWOT 38800
3a pesManja - CmeTia Ha ocHoeeH OGyyer Ha PenyGnuka CeeepHa MawxepnoHwja
020021504063119, a KOMWTO Mo BRAYYYBAAT DUNAHCOT Ha NPUXDQUTE M PACXOAMTE 38 rofuHaTa
KojaluTo saspliyea Ha 31 gexemepd 2020, kako M GUNaHcoT HA cocTojBa aaknyydo co Taa Aarta, 1
NperneaoT Ha 3HAYaJHUTE CMETKOBOACTEEHW NONUTUKKY W apyrv oBjacHyeauim Genewrn.

Odzogoprocm Ha paxoeodcmenmo 3a huHaHcuckume Uzaelmat

PakoBofcTeOTO & OAFOBOPHO 38 NOAMOTEYEARETO W OGjEKTUBHOTO NPE3EHTUPALE HAa OBWE
thMHaHCHCEM MW3BELITaW BO COMMACHOCT ©O0 38KOHOT 33 CMETKOBOACTBOTO Ha Oyueture
OyyerckmTe kopucHWUM, [pPaBMAHKMKOT 3a CMETKOBOACTBOTO Ha Oyyerute u GyyeTcuuTe
KOPHCHUUM 1 [MpaBunHMKOT 38 npumeda Ha MerfyHapogHWTe CMETHOBOLCTBEHW CTaHOapad 3a
jABHWOT ceKTOp Ha FOTOBMHCKA OCHOBA, W WHTEPHATA KOHTPONA KOjAWTO @ penesaHdTHa 2a
NoAroTeyBakeTo W OO0jeKTMEHOTO NpPeleHTUpaHE Ha QUHAHCMCKM WIBEWUTAW KOW WTO Ce
ocnoGogenn of MaTepujanHo NOTpellHo npukawyBare, Des paanvka fjanw e pesyntar Ha
W3IMaMa WNK rpeLka,

CdeoeopHOCH HA pesuopom

Hawa ofroBopHOCT & fa W3pazHMe MUCNEHE 38 oBMEe (DHHAHCHCKM WIBeLWTal Bp3 OCHOBA
Ha HawaTa pepusnja. Hue ja cnpoeedoBME HAWATA PEEWaW]a BO COMNACHOCT CO CTaHAAPOMTE 3a
peBManja kow wro ce Bo NpuMeHa Bo PenyBnuka CesepHa Makegonuja. Twe cTangapow Gapaar
Aa r noYuTysame eTw4kMTe Dapara W 4a ja nnaHMpaMe M W3BpLUMME DeBMaMjaTa 3a fa aobuweme
pa3yMHo YBepyBake 3a Toa fand (DUHAHCHCKWTE M3BewWwTan ce ocnobogeHn og MatepujanHo
NOMPELUHO NPUKaKYBasE.

THE POWER OF BEING UNDERSTOOD
ALIDIT | TAX | CONSULTING

PN MAKENDHILA IO0E N Cronger & urtss wa PO spamara o ipryss o PO PCU 6 TR/0BCERTS Fuk 006 ©F SOPIOTIH O CTTMIME 1l WN2HSTS 1 PUM waexarn, Coes)
HIH F A Pl s HE: AT TLAERCITI DN O CATRATS A0 ient ot 11 gt e Mpsiracaza POV Comara vb & noosfeio POasio (WL 00 sIEgHE
AT
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RSM

PCM MAKEQOHWJA AOOEN Cronje

Name Mpyen 8, 1000 Cronje, P, CeaepHa MaragoHuja
T+380 (0)2 3233 301

E conlactgirsm.mk
v rsm.mi

PesuamjaTa BKNyYyRa MABPLUYBAKE HA NOCTANKW 38 NPpUBARYRAKE HA PEBN3OPCKA AOKA3W
3a usHocute n ofeniofeHyeamarta BO (hUHAHCUCKUTE WaBelTan. MaBpaHuTe nocTankv saeucat
O/ pacyayBaieTo Ha pPeBu3opOT, BKNYYyBajkv ja W NPOUEHKaTa Ha pPUsMLMTE of MaTepujanHo
norpeLHo npukaxysamwe Ha puHaHcuckuTe useelwTan, Bea pasnuka ganu e pesynTar Ha usmama
unu rpewka. Kora rd npaed THe MPOLIEHKM HA DWU3WKOT, PEBW30POT ja pasrnegysa WMHTEpHaTa
KOHTpONa penesaHTHa 3a NOATOTBYBaHkeTo W OGjeKTWBHOTO npeseHTUpake Ha hMHaHCUCKUTE
M3BEWTan Ha eHTUTETOT 3a fa ofnukyBa PEeBM3OPCKM NOCTAMKM KOWWITO Ce COOOBETHW BO
OKONHOCTHTE, HO HE 3a LenTa Ha W3pasyBare Ha MUcnewe 3a ed)eKTWBHOCTA Ha WHTepHaTa
KOHTpONa Ha eHTWTEeToT. PeBusujaTa MCTO Taka BKNYYyBa W OLEHKA HAa COOJBETHOCTA Ha
KOPWCTEHWTE CMETKOBOACTBEHW MOMUTUKA W HA Pa3yMHOCTA Ha CMETKOBOACTBEHUTE MPOLSHKA
HanpaeeHW Ofi CTPaHA Ha PEKOBOACTBOTO, KAKO M OLESHKA HAa CEBKYMHOTO Mpe3eHTHpake Ha
(PUHAHCUCKWTE M3BeLLTAN.

Hue sepyeame fexa peBUIOPCKWTE AOKa3M KOMLITO MM MMame npubaseHo ce AOCTATHU W
cooaBeTHH 3a Aa obeabenar ocHoBA 3a HAWETO PEBMAOPCKD MUCNEH:E.

Mucrene

Cnopea HaweTo mucnerse, (UHAHCUCKNTE W3BEWTaN ja npeseHTUpaat objekTueHO, oA
CUTE MaTepujanHW acnekTy, huHaHcuckata coctojba Ha [p#aBHWoT 3aBo4 3a pesnsmja — CmeTka
Ha ocHoeeH Oyyer Wa PenyGnuka Ceeepha Makenonwja 020021504063119 saknyyHo co 31
Aexemepn 2020 roguHa, Kako W HETOBUTE NMPUXOAW W PacXoAMW 33 roAMHATA KOjalUTO SaBpluyea
Toraw BO COTMACHOCT €O 3aKOHOT 38 CMETKOBOACTBOTO Ha Byyetute W BYYETCKMTE KOPUCHWLM,
MpaBunHUKOT 3a cMeTKOBOACTBOTO Ha Byyetnte M ByueTcknte kKopucHuum w MNMpaBunHukoT 3a
npumeHa Ha MefyHapogHuTe CMETKOBOACTBEHN CTaHOApAM 33 jABHUOT CEKTOpP Ha roTOBMHCKA
OCHOBA.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

PCM MARERCHIAJA QODEN Cronje o aneim PCM mpacira n Tpryne sao P, PCM o TRIDSCeoTs s g8 G5 £0pmcTi 0 CTDme 1 4nesmims HE PCM mpxara. Oty
P M MROMATE FLM i MR ARYIUTEE 008 PAS0TH EOMNECHD LBOHTS qoniniie npana 1 ofopoat. Mpeanrs PCM Canara He & noceden NPAtHT NELE DO HMaAma
PPN,



RSM

PCM MAKELIOHWJA NOOEN Cronje

Nawe Mpyenr 8, 1000 Cronje, P. Ceaspia Makenoxwkia

T340 {02 3233 301
E conlact@rsm.mk
v ram.mk

WamewTal 3a ApyrU NPagHK 1 perynatuedu Dapatsa

Bo cornacHocT co 3akoHOT 33 ApxaeHa peswadja, JpxasHMOT 3aBoA 32 pesusMja uma
ofiBpcka fia MSrOTBYBA rOAMLLEH WIBELUTA] 3a MaBplUeHnTe pesuann u 3a paborara Ha [pxasHuoT

3aeoq 32 pesuanja.

Hawa oaroecpHOCT BO COMMACHOCT c0 3aKOHOT 3a peRu3Wja e fa uapasimMe MWUCNEHE BO
BpCKA CO KOH3WCTEHTHOCTa Ha rOAVWIHWOT W3seluTaj 3a paboTa co roguiiHaTa cMmeTka u
(MHaHCUCKWTE W3BELLITaN 3a UCTaTa rodvHa.

Mucneme

Cnopep Hale MWCNEHE, NOAATOUMTE BO MOOULLHMOT M3BELUTaj e KOHIWCTeHTHW CO OHWe
BO TOQMWHATA CMEeTKa W (hMHaHCHCKWTE MaBellTan Ha [pkaBHWOT 3aBog sa pesnauja sa 2020

rOAuHAE.

Cronje, 08.06.2021

OsnacreH pesnsop Opywreo 2a peevaunja
CrojaH J HOB PCM MAKEACHWJA OOOEN Cronje

/ 0 Y AT
f
i

RSM J

I‘l.‘.- " : "."
f g o—— Apyiwmas a3 penmawja PCM
/ MAKESOHWJIA OOOEN Cronje

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

FUM MAKE FICs, O0EN Cannjn 8 snoe) Ha POM MpEEara i Tpiyea me PCM. PCH & TpIosceoTo s 500 U6 B3P T og CTPe i emmire e PEM wpesara, Cewmy)
W L ARG DT B HERACHO IMALTED (o8 DaleTH COTAcHn COUTE AaARnie npana i olopoms Mpaxkons PCM ometa v o nocofhg npdmin il 00 HESEHR
PRI fma g
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[pwapeH 38804 33 pesnanja
DIHEHCHEKA MIBBLITAM 38 CMETEE Ha oCHOBEH ByueT Ha PCM 531-19 3a roMHaTa JaBpWeHa Ha 31 Aekemepn 2020

BWMNAHC HA MPUXOOW W PACXOOW

80 deHapu

O6paano  Byyer  PeanwawpaHo PeanuswpaHo

Onunc Ha nosuumjaTa HeHne 2020 2020 2019
|

Mpuxoam 31.

HepaHouHu npuxogu 3.1.1. 2.159.127 313.021

TpaHcdepi W 4OHALMN | 312 5.600.000 550.363 6.237.342

ByynHo NpuXoOM 5.600.000 2.709.490 6.550.363

Pacxoam 3.2

TekoHW pacxoan

CyGeeHLMY 1 TpaHcdepu 21 - 6.000.000

CTOKM U YTy 3.22 2.850.000 183.370 -

BxynHo TeKOBHW pacxogM 2.850.000 193.370 6.000.000

KanutanHu pacxogu

KanumanH1 pacxogu 223 2.750.000 - =

BrynHO KanuTanHu pacxoau 2.750.000 - -

BrkynHo pacxogm 5.600.000 193.370 6.000.000

OcTeEapeH BHWOK Ha NpUXoaW 2.516.120 550.363

OaHouu, npuaocHecH W OpyrM gasa4Kn

O BUWOKOT HA NPMXO0OM

HeTo BMWOK Ha NpUXOoOM - 2.516.120 550.363

Pacnopenysake HA BUWOKOT HA

NPHXO0N

Oen of HETO BULWOKGT HA NPMXOOW 33 NPEHOC

BO HapegHa roguHa - 2.516.120 550.363

OBepckn 3a AaHOK HA foBuBKa

BxynHo pacnopeg Ha BUWOK Ha NPpUXoan = | 2.516.120 5§50.363

Cronje, 23.02.2021

L ooteng

CoBeTHUK 3a ByyeTcka KoHTpona
W Nnakaka
OaHue AHrenoecka




ApHAREH IEB0] 38 PEEMIME
DUHAKCHCKH MIBELITAM 33 CMeTKA HA 0CHOBEH ByuaT Ha PCM B31-10 3a roawHaTa 3aBPIIEHa Ha 31 ASKEMBPM 2020

BUNAHC HA COCTOJBA

g0 deHapu
OGpaszno
OnUc Ha NoavuMjaTa KeHne 2020 2019
AKTHEA {
TeKoBHW CpeacTea 4.1.
Mapw4Hy cpegcTea 4.1.1. 2.516.120 550.363
MoGapyearsa 0g kynysa4yume Bo asmjara 4.1.2, 9.341.850 5.857.161
MoGapyeaksa of epaboTeHuTe 4.1.3. - 625.634
AKTWBHW BPEMEHCKW pasrpaHniyBana 4.1.4. - -
BrynHo TeKOBHK CpeacTBa | 11.857.970  11.033.158
MocTojann cpeacTea 4.2,
HematepwjanHu cpeactea 4.2.1. - -
Marepwjan-u cpegctea 4,22, = -
HO NOCTOjaHK cpeacTea 5 =
BrynHa akTHBa 11.857.970 11.033.158
|BouBunaHcHa e BEMOeHUMjA - aKTHEA - 2.686.027
Nacuea
TexkoBHM oBBpCKM 4.3,
KpamopouHn oBepcku cnpema gobaeyeaun  4.3.1. - -
MacuBHY BPEMEHCKI pasrpaHidy Baka 4.3.2, 11.857.970 11.033.158
BrynHo TeKOBHW OBBPCKM | 11.857.970 11.033.158
Hzeopu Ha cpeacTea 44
M3B0pK Ha KaNWTanHK CpeacTea [ - -
PeranopuaalMoHa peaepea - =
BrynHo M3BOPW HA AeNOBHW cpeacTea - -
BiynHa nacuea 11.857.970 11.033.158
BouBnnaHcHa eBUOEHUM]a - NnacKBa - __2.686.027

Cxonje, 23.02.2021

P
hwanobero. 2\
CoBeTHUK 3a ByyeTcka KoHTpona H pEBMIOP
M nnakara = Geod 2.
Daxue AHrenoscka ) Atlescin: |

k {offradu s
‘.-Fﬁ‘nrnﬁb .-4’_//

N A
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RSM

PCM MAKEOOHWJA OOOEN Cronje

Hawme Mpyes B, 1000 Cronje, P. Cepepia Makenonvia
T+380 (0)2 3233 301

E conlact@@rsm.mk
WIVWLrEm.mk

WU3BELLTAJ HA HESABUCHWOT PEBU30OP
Oo Co6panweTo Ha PenyBnuka Ceeepra MakegoHuja

WaeewrTaj 3a PUHAHCHCKNTE M3BeWTaN

Hue waeplumeme pesusnja Ha npunoxeHuTe hMHaHCUCKW waBewTan Ha [JpxaeHuoT 3asog
3a pesBuanja - CmeTka Ha ocHoeeH Oyuer Ha PenyBnuka CesepHa MakenoHwja
020021504063710, a KOWLITO o BENYYYBaaT GUNAHCOT HA NPUXOAWUTE W pacxoauTe 3a rofuHaTa
KojawTo 3aepwyea Ha 31 gekemaepu 2020, kako u BunaHcoT Ha cocTojba 3aknyyHo co Taa faTa, W
nperneaoT Ha 3Ha4yajHUTe CMETKOBOACTBEHM NONUTUKK U Apyri objacHysauky BeneLuku.

OdzosopHocm Ha paKkogodcmaomo 3a (buHaHcUCKUMe LuzeeLtman

PakoBoAcTBOTO € OArOBOPHO 3a NOATOTBYBaHETO M 0BjEeKTHBHOTO NpeseHTHpak-e Ha OBKe
hHHAHCWCKW W3BELITaW BO COMMAcHOCT co 3aKkoHOT 38 CMETKOBOACTBOTO Ha ByueTtute W
Gyyerckmre kopucHuuM, [paBUNHMKOT 3a CMETHOBOACTBOTO Ha OGyyetute w BGyyerckute
KOPUCHUUM W MpaBunHWKCT 3a npuMeHa Ha MefyHapoaHWTe CMETKOBOACTBEHW CTaHAAapAW 3a
jABHWOT CEKTOp HA FOTOBWHCKA OCHOBA, W WMHTEPHATA KOHTPONa KOjSWITO € peneBaHTHa 3a
NOAroTRYBaHETO W OBJeKTUBHOTO NPEe3sHTUPar-e HA (WHAHCMCKW WSBELUTaW KOW WTOo ce
ocnobofeHn of MaTepujanHo NOrpellHo npukakyeake, 6e3 pasnuka Janu e pesynTaT Ha
W3MamMa WNK rpeLuka.

OdzosopHocm Ha peeuzopom

Hawa ogrosopHocT & ga napasume MUCNERE 38 OBUE (DUHAHCHCKW M3BELUTAW BP3 OCHOBA
Ha HawaTa peewamja. Hue ja cnpoeegoBme HalaTa peBWaKja BO COrNAcHOCT GO cTaHAapauTe 3a
peB1anja KoM WTo ce Bo npimeda o PenyGnuka CesepHa Makenonwja. Tue ctaHpapaw Gapaat
Aa v noYwTyeame ernykuTe Dapara v Aa ja nnaHupame W M3epLUMMe peewnsuwjata 3a aa gobueme
pasymHo yBepyBake 3a Toa Aand (PWHAHCUCKUTE W3BELLTau ce ocnoBOoAeHW Of MaTepWjanHo
MOFPELLHO NpUKaKYBaHE.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

PO MAKEQCHIMA QOO Coonje @ < v POM mposata wrpryss oo PCM, P o Tpoeceas iset £ G KopncTi oL CTREH 1 S0 ssins Ha POM upesar, Ca|
HNEH HE WpEaTE FLM B HIIA0HESS APYLETED 00 ROG0T COPNACHD CROUTE A0A Nt npasa 1 ofapony Mpemra PCM cOunTa v B nocalfite ApanHGt fee i ks
FPCAvELIRL



RSM

PCM MAKEAOHWJA OOOEN Ckonje

[awe Mpyes B, 1000 Cronje. P. Cesepia Makeponiga

T+389 (0)2 3233 301
E conlacifinsm.mk
Wy rsmumk

PesnaujaTta BKNyYyBa WIBPLUYBAHKE HA NOCTANKW 33 NpubDaByBake HA PEBWIODCKU A0KA3N
3a WaHocuTe W obenogeHyBawkaTa B0 (DMHAHCMCKWUTE M3BELUTaW. MabBpaHuTe NOCTankw 3aBMCAT
0[] PacyayBakeTO HA PERW3IOPOT, BKMYYYBAjKM ja M NPOLEHKATA HA PUIULMTE Of MaTepujanHo
MorpeluHo NpMKakyeake Ha uHaHCKCcKUTe u3eewTaw, Bes pasnuka ganw e pesyntaT Ha usmama
unu rpewwka. Kora ru npasu TWe NPOLEHKM HAa PU3MKOT, PEBM3OPOT ja paarnefyea WHTepHaTa
KOHTpONA penesaHTHa 3a NOAFOTBYBEaH:-eTO M OBjeKTMBHOTO NpeseHTUpake Ha (UHAHCUCKUTE
M3BEWTAN HAa EeHTWTETOT 2a Oa obnWkyea PEeBWIOPCKW MOCTANKM KOWLUTO CE COOQBETHM BO
OKDMHOCTUTE, HO He 3a UenTa Ha M3palyBake HAa MUCNere 3a eheKTUBHOCTA Ha WHTepHaTa
KOHTpONa Ha eHTWTeTOT. PeBM3WjaTa WCTO Taka BKNYYyBa W OLEHKA HA COCOBETHOCTA Ha
KOPWUCTEHWUTE CMEeTKOBOACTBEHM NOMMTWKM M HA pa3yMHOCTa HA CMETKOROACTBEHUTE NPOLEHKW
HanpaeeHW 0f CTpaHa Ha PaKOBOACTEOTO, KaKo W OLEHKA HA CEBKYNHOTO NMpe3eHTUparke Ha
huHaHCUCKUTE WaBeLITaN.

Huwe eEepyeamMe fieka peBM3OPCKUTE OKA3H KOWLLTO M4 WMaMme npubaseHo ce AOCTATHH M
coofiBeTHW 3a Aa obesbegaT ocHOBA 38 HALLETO PEBU3OPCKO MUCNSH:E,

Mucnene

Cnopep HaweTo mucnewe, (hUHEHCHMCKUTE M3BelTau ja npeseHTWpaar ofjekTMeHO, of
CUTE MaTepHjanHi acnexkTi, (puHaHcuekata coctojfa Ha [pwaeH1oT 3aBog 3a pesnalja - CmeTka
Ha ocHoeeH Gyyet Ha PenyBnuka CeeepHa Makegonwja 020021504063710 saknyyHo co 31
aexemspn 2020 roanHa, Kako W HEFOBMTE NPWXOOM W PacXogM 3a rofMHaTa KojawTo 3aspluysa
TOrall B0 COFMAcHOCT CO 3aKOHOT 33 CMETKOBOACTEBOTO Ha DYUeTUTE W BYLIBTCKUTE KODUCHULM,
MpaBWNHUKOT 3a CMETKOROACTBOTO Ha DyyeTuTe M DYLETCKUTE KOpMCHULUM U MNpaBUnHWKOT 33
npumeHa Ha MefyHapoAHuTe CMETKOBOACTBEHWM CTAHAApPAM 3a jaBHWOT CEKTOpP Ha roTOBWHCKa
OCHOBA.

THE POWER OF BEING UNDERSTOOQD
AUDIT | TAX | CONSULTING

PUR MAKEICHMIA DOOEN Crangs o wivee i POM wpesxara n npryss gaco FPEN, PCM o Tpoomscoms iy £06 S SOpacTa 04y CTRENE HE e HE POW upesnta, G|
:U“HHRWEP‘.;H B HEXEHCHE PTILTED 8 PaloT COMmatHe CEITE ADLENEMT NP u ofiapdnd. Mpewaro PCM casata e @ nocoles RPADHD MRl RO HADHA
I PR
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RSM

PCM MAKEJOHWJA AOOEN Cronje

Name Mpyen &, 1000 Cronje. P, CenepHa MasenoHmja
T+388 (0)2 3233 301

E contacliirsm.mk
WAL FEML MK

WMzeewraj za gpyru npagxy v perynaruBeHn Gaparma

Bo cormacHocT co 3aKoHOT 3a ApxaeHa peswanja, [pwasHnoT sason 3a pesuanja uma
ofepcka Oa WaroTeyea roAMILEH W3BELWWTE] 38 M3BPLLIEHUTE peBwnakK 1 3a pafoTaTa Ha dpwasHUOT

3aB0/, 32 peauavja.

Haula oarcBopHOCT BO COMMACHOCT CO 3aKOHOT 3a peenavja e [a WapasuMme MUcnere Bo
BpPCKA CO KOH3WUCTEHTHOCTA Ha rOAMILHWOT M2eellTaj 3a pabota co roAMiLHAaTA CMeTHa u

d}HHHHCHBIﬂ"lTE WIBELUTaW 33 NCTATa reguHa.

Mucnemwe

Crnopen Hawe mucnee, NOAATOUMTE BO MOOULIHMOT M3BELUITA] Ce HOHAWCTEHTHN CO OHUE
BO rofuluHaTa cMeTka W huHaHcuekuTe MasellTan Ha [ipwasHuoT 3ason 3a peswawja 3a 2020

rogvHa.

Cronje, 08.06.2021

OenacteH peeusop

Crojan

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

7)

Apywreo sa pesvanja

E‘QSI\

Opyutas 30 peowanja PCM
MAKERGH A ROORH Cronje

P MAKEQCRE, QOCREN Cronjs & wnetin POM sposcars v Ty encs PORL PEM 6 TRanceino 1 Bt CB SOMECT D) ST 10 oo 1@ POM Mpssan. Cirss|
et napcoeaTh PLH B iaaannting AEyITR0 fori OSOTH CORNACIHE ERONTE 04 1) MPaR if sGepcn: Mpaiara PCM Saunta 1 & Roceling npanec ML B3 miErn

fFFsiEIm .



[pwaBeH 38804 33 pesranja
HAHCHECHW KIBEALTAK 33 CMETHATS Ha OCHOBEH ByyeT Ha PCM 637-10 3a roMHATA 3aBPIWEHE HA 31 AsreMepy 2020

BWMNAHC HA NPUXOON W PACXOOW

BO AEHAPH
|
iuﬁpaam Byyer Peanuznpano Peanuaupaxo
Onuc Ha NoaMuMjaTa | eHWe 2020 2020 2019
MNpwxoon
Tpanechepi W AoHALMA =5 §7.658.000 93.954.316 B5.960.278
BeynHo npuxoan 97.658.000 93.954.316 B5.960.278
Pacxopn
TeKoBHW pacxoam 3.2
Mnati, HAEMHAHW W HADOMECTOLM 3.2.1. B1.828.000 75.848.799 69.010.875
Crok U ycnymm 322 13.230.000 12.822.949 14.806.601
PasHu Tpancdepu 3.2.3. 200.000 191.194 988.505
BrynHo TEHOBHY pacxogm 95,258.000 91.862.942 84.805.981
Kanutanuu pacxegm 3.3
KanuTanHu pacxogu 2.400.000 2.081.374 1.154.2097
BrynHo KanWTankW pacxogm 2.400.000 2.081.374 1.154.297
BrynHo pacxogH 07.658.000 83.954.316 85.960.278

HeTo enwok Ha npuxogn - fobueka no
OfaH0YYBabE . - 2

Cronje, 23.02.2021

_c%mm*écuq

CoBeTHHK 38 GYYEeTCKa KOHTpona
W nnakawa
[Nan4e AHrenoecka

[ 149 ] ANNUAL REPORT ON PERFORMED AUDITS AND OPERATION OF THE STATE AUDIT OFFICE FOR 2020



ApwapeH 3an0g 38 PEBMIMEE

DUHAHCHCKM WIBEWTEW 38 CMeTEaTa Ha ocHoses Byuet wa PCM 637-10 aa ronvHaTa aasplueHa Ha 31 aeremepn 2020

BWITAHC HA COCTOJBA

B0 AaHApW
Obpazno-
Onuc Ha noauumjaTa HeHue 2020 2019

AKTHBEA

TekoBHM cpeacTBa 4.1.

Mobapysatea og, kynysauu 41.1. 218.497 218,497
MNoGapysatea on, epaboTerute 4.1.2. 1156.066 56.635
AKTWBHW BPEMEHCKM PA3rpaHMYyBaka 413, | T7.512.232 7.219.340
Sanwxm 4.1.4, 1.730.460 1.695.241
BrynHo TeKOBHW cpeacTEa 9.576.255 9,188,722
NocTojaHm cpeacTea 4.2,

Hemamepujaniu cpenctea 4.2.1. 5.363.237 4.148.615
Matepnjanium cpeacTea 422 0.647.697 9.066.704
|BrynHo mocTojalu cpegcTea 15.010.634 13.215.319
BkynHa akTHea 24.587.189 22.404.041
BoxBMnmaHcHa akTHBa

Macuea

TekoBHH OBBpCKM 4.3.

Kpamopounu obepckw cnpema pobasyeadum 4.31. 734.647 799.051 |
Kpamkopouni obBpckw 33 nnam 1 Apyru oGBpCKM cnpema

BpaboTeHuTe 432 6.777.584 6.420.259
[NAcHBHI BPEMEHCKY PasrpaHiiyBatka 4.3.3. 333.564 274130
BEYMHO TeKOBHW OBBDPCKM 7.845.795 7.493.4B0
Wapopu Ha cpeacTea 4.4,

Wapopk Ha kanuTanyu cpeacTea 16.485.605 14.864.425
Pepanopusaunora pesesppa 255.789 46.135
BrynHo M3BOPW HA OENOBHW CPeAcTEa 16.741.304 14.910.561
BrynHa nacuea 24.587.189 22.404.04

BowBunaHcHa Nacuea

Cronje, 23.02.2021

Ihyrencbeug

CoeeTHWK 3a GyLeTcka KoHTpona
W nnakaka
[aHue AHrenoecka




HApsaseHd 38800 33 peanavja

DIHAHCHCKM MaBeLITaM 38 CMeTEaTa Ha ocHoBeH Byyet va PCM 837-10 aa roguHata 3aspwena Ha 31 geremepu 2020

NPErMEN HA NPOMEHW HA U2BDPW HA CPEOCTBA

BO OeHapw
OcTaKat kanuran
(zanuxK Ha
onuc NpwaeeH jaseH MaETEpMjan, BrynHo
KanuTan pesepeHU LEnoen 1
CUTEH WHEEHTaP U
XapTik Of BpeAHoCT)
CocToj6a 01.01.2020 roguHa 13.215.319 1.695.242 14.910.561
3roneMyBathe NO OCHOB Ha: 7.572.643 845.051 8.417.694
Jronemyeaibe Ha BpeAHOCTa
(kanuranuaauma) 7.362.990 845.051 8.208.041
Mo nonwc 2020 - - =
Pesanopuzauvia 209.653 209.653
Hamanysate No OCHOB Ha: 5.777.029 809.832 6.586.861
Amopmaaumja 5.587.635 5.587.635
HMagamHmup 808.832 809.832
Mo nonme 2020 188.394 189.394
Coctojba 31.12.2020 roguHa 156.010.933 1.730.461 16.741.394
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RSM

PCM MAKEOOHWJA NOCEN Cronje

Aame Mpyes 8, 1000 Cronje, P, Cepepna MareaoHwa
T+389 (0)2 3233 301

E conlact@rsm mk
wwaw.rsm.mk

WU3BELUTAJ HA HESBABWUCHWOT PEBU30OP
Do Co6pannerto Ha Peny6nuka CeeepHa MakefoHuja

WUzeeluraj 3a (PUHAHCHCKWTE MABOIUTAN

Huwe mseplumeme peeusuja Ha NPUNOMEHWUTE PUHAHCUCKM W3BelITau Ha [pKaBHWOT 3aBopg
3a peeuanja - Cmetka Ha Gyyet Ha goHaumn Mpoexr o MefyHapogHa opradusaumja MHTOCAM, a
KOWWTO ro BKAYYyBaaT BUnaHcoT Ha NpUXOAUWTE W PacXoAWTE 3a rogWHaTa KojallTo 3aBpluyBa Ha
31 pexemepu 2020, kako w GunaHcoT Ha coctojfa saknyyHo co Taa AaTa, W NpernefoT Ha
3HaJajH1Te CMETKOBOLCTBEHW NONUTMKN W Apyrv oBjacHyBaqkn Genewxan.

Odeoeoprocm Ha pakoeodcmaomo 3a hunaHcucKume ussewmay

PakoBoacTeoTO & OAroBOPHO 33 NOATOTRYBAH-ETO W 06jeKTUBHOTO NpeseHTUpae Ha OBWE
(PUHEHCWCKM H3BELTAW BO COMMACHOCT €O 3aKOHOT 33 CMETKOBOACTBOTO Ha 6yyetmte W
ByyeTckute KOPUCHULM, [PaBUNHUKOT 38 CMETKOBOACTBOTO Ha ByyeTuTe U ByYeTCKUTE KOPUCHULM
u MNpaBunHUKOT 3a NpUMeHa Ha MefyHapogHUTe CMETKDBOACTEEHM CTAHAAPAM 3a jaBHMOT CEeKTop
Ha rOTOBWMHCKa OCHOBA, W WHTEpHAaTa KOHTPONAa KOjalUTO & PeneBaHTHa 3a MOoArOTBYBAHETO W
06jeKTHBHOTO NpeseHTHpar-e Ha (IMHAHCUCKW WABELTaKN KOW WTO ce ocnoBoaeHn o MaTepujanto
norpeLuHo Npukaxyeatse, 6e3 pasnuka Aann e peaynTaT Ha MaMama Unu rpeLuka.

Ddzoooprocm Ha peauzopom

Hawa ogrosopHocT & ga uapasnme MUCNEHe 32 0BME (DUHAHCKCKW WSBELUTAN BP3 OCHOBA
Ha HawaTa peeuanja. Hwe ja cnpoBefoBMe HALLATA PEBU3Wja BO COTNMACHOCT CO CTaHOapaMTe 3a
pEeBH3Kja KoM LWTO ce Bo NpuMmeHa Bo PenyBnuka CeeepHa MakegoHuja. Twe cTtaHpapaw Gapaar aa
TM NoyvTyBame eTwykuTe Bapaka U Aa ja nnaHupame W U3BpLUIMME peBnaMjaTa 3a ga gobueme
pasymHo ysepyeake 3a Toa ganu duHaHcuckuTe uasewrtan ce ocnobofeHu of maTtepwjanHo
NOTPELUHO NPUKENYBAHE,

PeeuaujaTa BKnyuysa M3BplUyBal-€ HA NOCTaNKK 3a npubapyBake Ha PEBUIOPCKM AOKaIN
3a uaHocuTe w obenojgexyearata Bo (hUHaHCHCKUTE WaeewTawn, MabpaHuTe nocTankun saevcaT og
pacygyeaeTo Ha PeBM3OPOT, BKNYYYBajkW ja W npouUeHkaTa Ha pWUIMUWMTE OO MarepwjanHo
NOTPELUHO NpHKaXYBatke Ha (huHaHCMCKUTE nasewTawn, Ge3 paanuka gani e pesynTar Ha WaMama

THE FOWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

PCM MAKEIDHSUA NDOET Cronge @ snes s PO spssm w rpryss oo PCM. PCM & TRoacsomo s 5o o sopistTi o6, STPamn i snisme 1a PO upasame, Cero) snon
e L T T T ————



RSM

PCM MAKEQOHWJA OOOEN Cronje

Name Mpyes &, 1000 Cronje, P, CepepHa Makenonmja

T+389 (092 3233 301

E contacl@rsm.mk
WWWLrSmL MK

unu rpewka. Kora rn npasu THe NPOUEHKW Ha PU3MKOT, PEBM3OPOT ja pasrnegyea WHTepHaTa
KOHTpONa penesaHTHa 3a NoAroTBYBamweTo W OBjeKTMBHOTO NpeseHTWpale Ha (PUHaHCMCKWUTE
W3BEWTan Ha eHTWTeToT 3a Aa obnwkysa pPEBW3IOPCKW MOCTANKW KOWWITO CE CODABETHW BO
OKD/THOCTWTE, HO HE 38 UEeNnTa Ha M3pasyBarbe Ha MWCnete 3a edEeKTUBHOCTA Ha WHTepHaTa
KOHTPONa Ha eHTWTeTOT. PeBM3ujaTa MCTO Taka BKMYMYBa M OUEHKaE Ha COOOBETHOCTa Ha
KOPWUCTEHWTE CMETKOBOACTEEHW NOAMTMKM M HA pPas3yMHOCTa HA CMETKOBOACTBEHWTE MpPOUSHKN
HanpaeeHW 0f CTpPaHa Ha PaKOBOACTBOTO, KAKO W OLEHKA Ha CEBKYMHOTO NpeseHTMpake Ha
hUHaAHCHMCKUTE H3BELITaN,

Hne EepyBaMe AeKa peBM3OPCKUTE 00Ka3W KOWLITO MM umMame npubaeeHo ce QOCTATHW W
cooABeTHW 3a fa obesbegaT ocHoBa 3a HaweTo PEEWICPCKD MUCNEHE.

Miurcnete

Cnopea Haweto mucnewe, dMHaHCWCKWTE WIBELWTAW ja npeaeHTWpaat ofjekTueHo, of
CUTE MaTEepWjanHK acnexkTy, uHaHcuckara cocTojba Ha [pwaBHWOT 32804 33 pesuauja - CmeTtka
Ha Gyuer Ha aoHaumm Mpoext oA MefyHapoaHa opraHusaumja MHTOCAWM saknydHo co 31
aekemepu 2020 roauHa, Kako W HEroBMTE NPpUXOAW M pacxoOW 3a rofMHaTa KojalTo 3asplwyea
TOral BO COrMNacHOCT co 3aKOHOT 38 CMETKOBOACTBOTC Ha GyyeTute W GyUeTckUTe KOPUCHHLIM,
MpaBunHukoT 3a cMeTkosoAcTBOTO Ha Byyetute M Byyetckmte KopucHnum u MpaBunHWKOT 3a
npumeHa Ha MefyHapogHuTe CMETKOBOACTBEHW CTAHOAAPAM 38 JABHWOT CEKTOP Ha rOTOBWHCKA
OCHOBa.

THE POWER OF BEING UNDERSTOOD
ALDIT | TAX | CONSULTING

PCM MAREQDHAM QOOER Crsnge o ung mi PCR mpasiara w tpoysa cono PCM. PCM @ Toromsoto mam k00 o0 kOpICTA OfL CTREOND 3 shiiito el PO upawata, Condj wts
md upaaTe PCM & pesasionn apyums po paliorn cormacnn cecare gogenets npamn w ofopeoa. Mpann POM comara re o ocein npamin fue B HHegHe DRI E.
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RSM

PCM MAKEAOHWJA [OOEN Cronje

DNawe Mpyen 8, 1000 Cronje, P. Cesepua Maxenonwa
T+280 (042 3233 301

E contactifBrsm.mk
WAL ST MK

Waseluraj 3a apyry npasHi ¥ perynatuenn 6apama

Bo cornacHocT co 3akoHOT 3a ApwaeHa peeuawvja, [pKasHWOT 3aBog 3a peeuanja vmMa
oGBpcKa Aa WSroTBYBa roaMLLIEH W3BELLTE] 38 WIBPLEHWTE PEBW3NN W 3a pabotarta Ha [pkasHuoT
3aB0f 3a peBWanja.

Halua oAroBOPHOCT BD COIMACHOCT c0 3aKOHOT 3a PEBW3Mja e Oa WapasuMe MUCNEHE BO

BPCKa CO KOH3WCTEHTHOCTA Ha TOAMILHWOT M3BelTa] aa paboTa cO roAgMILHaTa CMeTKa W
(PUHAHCKCKMTE UIBSLUTAW 338 WCTATA roauHa,

Mucnexe
Cnopen Hawe Mucnerke, NOAATOUNTE BO MOAWLLHWOT M3BBLUTA] C& KOH3UCTEHTHH CO OHWE

BO rogvwHaTa cMeTka W thuHaHcHekuTe MasewTan Ha [pwaBHWoT saBog 3a pesmamja 3a 2020
rogyHa.

Cronje, 08.06.2021

OenacteH pesﬁsnp Opywreo sa pesuanja

PCM MAK JA AOOEN Cronje

RSM

l-lﬂ'il M pan ]
e IR [

THE POWER OF BEING UNDERSTOOD
ALIDIT | TAX | CONSULTING

PO MAREQEHH A BOCEN Coonje o s e FOM sposora 8 npyes smon FOM. PEM @ rpnoscesn wiss s o SOERCTa 0], CIPEss s siesor i na POM upusana. Condj urien
il MPRET PO @ bemiacH0 APyumed ioe pafioTn comce e cucsre Aodanesia i i obipoon. Mpesata POM cosa iy o necebig npamec nwg 09 i Fpscpmgrgi



Apsases 30800 38 DEBHIMEE
duHARCACIHM KaRELTAW 38 MpoesT o MefyHapoaks oprasuaauma MHTOCAK 3a rogwsara saepwska Ha 31 aexemapu 2020

BWNAHC HA NPUX0OKW U PACXOAW

BO OBHAPH

OGpaznoxe Byuer Peanuaupano PeanuaupaHo

Onme Ha nosuumjara HHE 2020 2020 2019
Mpmxogm

Tpascheph W AoHaUMW 3.1. 613.851 613.861

BkynHo NpMXoOM 613.861 613.861 -
Pacxogn

TexoBHN pacxoOn 3.2

BrynHo TeKOBHMA Pacxoan - - -
Kanwranue pacxogn 3.3,

BrynMo KaNWTANHW pacxoaW - - -
Brynno packogm - - s ¥
‘Hepeanusupanu cpegcrea of byueTor 613.861 613.861 =

[lanoum, npMaocHecH W Apyrk AaBayKky of
BHILIOKOT Ha Npuxoaw - Aobuera npeg
oNaHOMYEAE

HeTo BMWOK Ha NpHXoAM - AOGNEKE NO
ofaHOYYEALE

Cronje, 23.02.2021

ﬁg’el olpCuR

CoseTHIK 3a ByyeTcka KoHTpona
M Nnakawa
[aH4ye AHrenoecka
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[Opwasen 3880/ 38 pearana
PHHBHCHCO KBEEWTAN 38 MpoexT o0 MefyHapoaHa oprankaaumia MHTOCAK 33 roguHaTa Jasplueka Ha 31 gexemsp 2020

BWNAHC HA COCTOJBA

BO ABHAPH
Ofipazno-
Onuec Ha no3nuujaTa | WeHue 2020 2019
AxTHBa '
TekoBHM cpefcTaa a1, _
Hiapo cmemia 4.1.1. 613,881 -
BrynHo TeKOBHM CpeacTEa 613.861 -
Buynua akTuea 513.861 . -
Nacuea
TexosHu oBBpCKH 42 '
MECHEHW BPEMEHCKI PasrpaHIYY BatLa 421, 513.861 -
BrynHo TexoBHM 0GBPCKM 513.861 -
Brynsa nacuea 613.861 -

Cronje, 23.02.2021

A oobews

CoBeTHWK 3a ByleTcka KOHTpona
W nnakaka
[laHue AHrenoecka







ABBREVIATIONS

RNM
SAO

SAl

EU
0SCE
INTOSAI
ISSAI
EUROSAI
CEF
AMS

T
[AARNM
SPP

LSGU
HIF
PHI
PDF

EARNM
PRO
VAT
GDP
PUC
PE

N
MoS
MLSP
MoH

Republic of North Macedonia

State Audit Office

Supreme Audit Institution

European Union

Organization for Security and Co-operation in Europe
International Organization of Supreme Audit Institutions
International Standards of Supreme Audit Institutions
European Organization of Supreme Audit Institutions
Center of Excellence in Finance

Audit Management System

Information technology

Institute of Certified Auditors of RNM

Public Prosecutor’s Office for prosecution of criminal offenses related to and arising
from the content of illegal interception of communications
Local Self-Government Units

Health Insurance Fund of RNM

Public healthcare institutions

Pension and Disability Insurance Fund of RNM
Employment Agency of RNM

Public Revenue Office of RNM

Value Added Tax

Gross Domestic Product

Public Utility Company

Public Enterprise

Joint Stock Company

Ministry of Education and Science

Ministry of Labor and Social Policy

Ministry of Health



PRD | Directorate for Protection and Rescue
SEA Secretariat for European Affairs
AEC  Agency for Electronic Communications
SEC | State Election Commission
IPA" Instrument for Pre-Accession Assistance
AKMIS | Automated court case management computer system
SIGMA | Support for Improvement in Governance and Management
OECD  Organization for Economic Co-operation and Development
IDI INTOSAI Development Initiative
WGEA  EUROSAI Working Group on Environmental Audit
ITWG | EUROQSAI IT Working Group
TFA&E | EUROSAI Audit and Ethics Task Force
TFEMA EUROSAI Municipal Audit Task Force
WGPD INTOSAI Public Debt Warking Group
WFD | Westminster Foundation for Democracy
CPD Continuous professional development
IPSAS | International Public Sector Accounting Standards
AIM Association of Journalists of Macedonia
MoF | Ministry of Finance
NPAA  National Program for the Adoption of the Acquis
I[EP | Integrated environmental permit
PCOP Permit to comply with operational plan
LEC Law on Electronic Communications
FTP  File transfer protocol
RESIS | Institute for Social Development Research
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