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Ministry of Finance of the Republic of North Macedonia
“Municipal Services Improvement Project
IBRD Loan number 7699-MK, Loan number 8158-MK and Loan number 8561-MK

Management Responsibility

The accompanying financial statements comprising of Statement of Sources and Uses of Funds,
Statement of Uses of Funds by Project Activity, Statement of Unit of Output by Project Activity,
Statement of Breakdown of Loans and Grants, Statements of Withdrawals, Designated Account
Statements and related disclosure Notes (further referred as to “Project’s Financial Statements™), of
the Ministry of Finance of the Republic of North Macedonia (MoF), “Municipal Services
Improvement Project” (further referred to as “the Project”), financed under International Bank for
Reconstruction and Development Loan (IBRD) numbered 7699-MK (“Original loan™), Loan
numbered 8158-MK. (“Additional financing”) and Loan numbered 8561-MK (“Second Municipal
Services Improvement Project”), as at and for the year ended 31 December 2020 on pages 4 to 69, are
the responsibility of, and have been approved by the Project’s management.

The accompanying Project’s financial statements have been compiled by the Project’s management,
for the purposes of reporting to the MoF and the International Bank for Reconstruction and
Development, in conformity with the related requirements of the World Bank’s financial reporting
guidelines and in compliance with the relevant provisions set out in the Loan Agreement numbered
7699-MK. dated 29 June 2009, Disbursement letter, dated 29 June 2009 and Loan Agreement
numbered 8158-MK dated 7 June 2012, Disbursement letter, dated 7 June 2012 and Loan Agreement
numbered 8561-MK dated 14 January 2016, Disbursement letter, dated 14 January 2016.

Project’s management, in furtherance of the integrity and objectivity of the Project’s financial
statements, has developed and maintained an internal control structure, including the appropriate
control environment, accounting systems and control procedures. Project’s management believes that
internal controls provide assurance that financial records are reliable and form a proper basis for the
preparation of financial statements, and that assets are properly accounted for and safeguarded. There
are, however, inherent limitations that should be recognized in considering the assurances provided by
the internal control structure. The internal control process also includes management’s
communication to employees of policies, which govern ethical business conduct.

ljdaf:i_gé 3 the auditing standards accepted in the Republic of North
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Tanja Tomic,
Lead Project Coo
28 May 2021

1 International Standards on Auditing ["ISA") issusd by the International Auditing and Assurance Standards Board (“IAASB"), effective from
15 December 2008, translated anc published in the “Official Gazette” of the Republic of Macedonia no. 79 from 2010.
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We have audited the accompanying financial statements of the Ministry of Finance of the Republic of North Macedonia (MoF),
fiMunicipal Services Improvement Projecto (further referred to as fithe Projectd), financed under International Bank for
Reconstruction and Development (IBRD), Loan numbered 7699-MK (fiOriginal loano), Loan numbered 8158-MK (fiAdditional
financingd) and Loan numbered 8561-MK (iSecond Municipal Services Improvement Projectd), comprising the Statement of
Sources and Uses of Funds, Statement of Uses of Funds by Project Activity, Statement of Unit of Output by Project Activity,
Statement of Breakdown of Loans and Grants, Statement of Withdrawals, Designated Account Statements and related
disclosure Notes (further referred as to fiProjectis Financial Statementso) as at and for the year ended 31 December 2020 and
included on pages 4 to 68.

Managementis responsibility for Projectis financial statements

These Projectis financial statements are compiled for the purposes of reporting to the MoF and the IBRD management, and
are the responsibility of the management of the Project. The Projectis management is responsible for developing and
maintaining such internal control as management determines is necessary to enable the preparation of financial statements
that are free from material misstatements, whether due to fraud or error.

The Projectis Management policy is to prepare the accompanying Projectis financial statements on the cash receipts and
disbursement basis in conformity with the related requirements of the World Bankis financial reporting guidelines and in
compliance with the relevant provisions set out in the Loan Agreement numbered 7699-MK dated 29 June 2009, Loan
Agreement numbered 8158-MK dated 7 June 2012 and Loan Agreement numbered 8561-MK dated 14 January 2016. On this
basis, cash receipts are recognized when received rather when earned and cash expenditures are recognized when paid
rather than when incurred.

Auditoris responsibility

Our responsibility is to express an opinion on these Projectis financial statements based on our audit. We conducted our audit
in accordance with auditing standards accepted in the Republic of North Macedonia®.

Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement. An audit involves performing
procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected
depend on the auditoris judgment, including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the Projectis
preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Projectis internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

1 International Standards on Auditing (ilSAf) issued by the International Auditing and Assurance Standards Board (IAASB0), effective from 15 December 2009,
translated and published in the fiOfficial Gazetteo of the Republic of Macedonia no. 79 from 2010.

Grant Thornton DOO is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each member is a
separate legal entity. Services are delivered by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not
obligate, one another and are not liable for one anotheris acts or omissions. grantthornton.mk












Ministry of Finance of the Republic of North Macedonia

“Municipal Services Improvement Project”

IBRD Loan number 7699-MK, Loan number 8158-MK and Loan number 8561-MK

Project’s Financial Statements
31 December 2020

Statement of Uses of Funds by Project Activity - Loan
number 7699-MK and Loan number 8158-MK

Component A: MUNICIPAL INVESTMENTS
KOCANI-Sub Loan MSIP 01
Kocani-Reconstruction of water system (works)
Kocani-Supervision of reconstruction (CS)
BOGDANCI-Sub Loan MSIP 02
Bogdanci-Street Lighting

Bogdanci-Street lighting (savings)

CITY OF SKOPJE-Sub Loan MSIP 03
Skopje-Vehicles for solid waste
Skopje-Wastebins for public hygiene

Skopje (VAT)

ILINDEN-Sub Loan MSIP 04/1
llinden-Geotermal pumps

ILINDEN-Sub Loan MSIP 04/2
llinden-Geotermal pumps House of Culture
KISELA VODA-Sub Loan MSIP 05/1

Kisela Voda-Storm water system-11 October
KiselaVoda-Storm water system-Mariovska
KISELA VODA-Sub Loan MSIP 05/2
KiselaVoda-Water supply network

STIP - Sub Loan MSIP 06
Stip-Rehabilitation of central city square
Stip-Rehabilitation of river banks and parking lots
Stip-Returned funds due to termination of SLA
PEHCEVO-Sub Loan MSIP 07
Pehcevo-Vehicle for disposal of solid waste
VELES-Sub Loan MSIP 08/1

Veles-water supply to Mladost lake
VELES-Sub Loan MSIP 08/2

Veles-street lighting

VEVCANI-Sub Loan MSIP 09
Vevcani-Vehicle for disposal of waste and backhoe
GOSTIVAR-Sub Loan MSIP 19
Gostivar-basic equipment for public hygiene
Gostivar-Street lighting

Gostivar-VAT

KICEVO-Sub Loan MSIP 11
Kicevo-Vehicles for disposal of solid waste
Kicevo-Street Reconstruction

Kicevo - Procurement of solid waste vehicle 2
containers

KAVADARCI-Sub Loan MSIP 53

Kavadarci - School Reconstruction
NOVACI-Sub Loan MSIP 12

Novaci-Street Lighting

Year

(Amounts in EUR)

For the period from 1 January 2020 through 31 December 2020

Actual
Cumulative

- 600,000
- 577,034
- 22,966
- 100,492
- 87,341
- 13,151
- 2,974,822
- 1,798,300
- 748,800
- 427,722
- 230,486
- 230,486
- 146,430
- 146,430
- 910,378
- 680,744
- 229,634
- 638,379
- 638,379
- 278,445
- 271,679
- (550,124)
- 68,551
- 68,551
- 685,549
- 685,549
- 323,213
- 323,213
- 99,686
- 99,686
- 842,675
- 458,000
- 341,973
- 42,702
- 759,997
- 201,434
- 448,947

- 109,616
- 502,921
- 502,921
- 130,710
- 130,710

Year

Budget
Cumulative

- 600,000
- 577,034
- 22,966
- 100,492
- 87,341
- 13,151
- 2,974,822
- 1,798,300
- 748,800
- 427,722
- 230,486
- 230,486
- 146,430
- 146,430
- 910,378
- 680,744
- 229,634
- 638,379
- 638,379
- 278,445
- 271,679
- (550,124)
- 68,551
- 68,551
- 685,549
- 685,549
- 323,213
- 323,213
- 99,686
- 99,686
- 842,675
- 458,000
- 341,973
- 42,702
- 759,997
- 201,434
- 448,947

- 109,616
- 502,921
- 502,921
- 130,710
- 130,710

Year

Variance
Cumulative
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Statement of Uses of Funds by Project Activity - Loan

number 8561-MK

Component A: Municipal Investments
Centar Zupa sub-loan no.01
Centar Zupa - Construction of local road

Zelino sub-loan no.02
Zelino - Construction of local road and school
reconstruction

Studenicani sub-loan no.03
Studenicani - Construction of local street
Kisela Voda sub-loan no.04

Kisela Voda - Storm water network const.
Kisela Voda T Additional streets
Kavadarci sub-loan no.05

Kavadarci - Construction of local streets
Kavadarci T Remaining sub-loan funds
Resen sub-loan no.06

Resen - Construction of local streets
Krivogashtani sub-loan no.07
Krivogashtani - Street lighting

Gazi Baba sub-loan no.08

Gazi Baba - Construction of sewerage system
Pehcevo sub-loan no.09

Pehcevo T Street reconstruction
Vrapciste sub-loan no.10

Vrapciste T Water supply

Delcevo sub-loan no.11

Delcevo T Street reconstruction

Kriva Palanka sub-loan no.12

Kriva Palanka T River regulation

Cucer Sandevo sub-loan no.13

Cucer Sandevo T Reconstruction of road
Tetovo sub-loan no.14 BATO

Tetovo T Street construction

Bogovinje sub-loan no.15

Bogovinje T Procurement of communal vehicles
Kocani sub-loan no.16

Kocani T Street reconstruction

Lipkovo sub-loan no.17

Lipkovo T River regulation

Actual
Year Cumulative
- 315,405
- 315,405
- 498,080
- 498,080
- 276,882
- 276,882
556,659 1,036,616
319,916 799,873
236,743 236,743
441,691 1,043,423
265,512 867,244
176,179 176,179
244,579 481,942
244,579 481,942
- 43,471
- 43,471
393,116 393,116
393,116 393,116
96,108 96,108
96,108 96,108
375,716 375,716
375,716 375,716
359,830 359,830
359,830 359,830
748,243 748,243
748,243 748,243
823,537 823,537
823,537 823,537
177,709 177,709
177,709 177,709
362,139 362,139
362,139 362,139
49,266 49,266
49,266 49,266

Budget

Year Cumulative
- 315,405
- 315,405
- 498,080
- 498,080
- 276,882
- 276,882
1,020,132 1,788,618
31,387 799,873
988,745 988,745
443,423 1,043,423
267,244 867,244
176,179 176,179
- 481,942
- 481,942
- 43,471
- 43,471
470,731 1,170,731
470,731 1,170,731
95,930 95,930
95,930 95,930
497,800 497,800
497,800 497,800
524,427 524,427
524,427 524,427
- 422,764
- 422,764
748,243 748,243
748,243 748,243
986,031 986,031
986,031 986,031
401,342 401,342
401,342 401,342
714,428 714,428
714,428 714,428
- 227,570
- 227,570

(Amounts in EUR)
For the period from 1 January 2020 through 31 December 2020

Variance

Year Cumulative
463,473 752,002
(288,529) -
752,002 752,002
1,732 -
1,732 -
(244,579) -
(244,579) -
77,615 777,615
77,615 777,615
(178) (178)
(178) (178)
122,084 122,084
122,084 122,084
164,597 164,597
164,597 164,597
- 422,764
- 422,764
162,494 162,494
162,494 162,494
223,633 223,633
223,633 223,633
352,289 352,289
352,289 352,289
(49,266) 178,304
(49,266) 178,304








































































































































































