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1. [bookmark: _Toc225346205][bookmark: _Toc225346217]SUMMARY
1.1. [bookmark: _Toc225346170][bookmark: _Toc225346218]Purpose of the audit
This audit report relates to the extraordinary internal audit carried out on the compliance of the Budget of the Bureau for Assessment (BA) and the assessment of purpose‑driven expenditure of budgetary funds in 2023 and 2024 at the Bureau for Assessment.
The findings presented in the report are the result of the internal audit procedures performed with the aim of achieving a fair and objective assessment of the efficiency and effectiveness of the financial management and control system, from the perspective of the execution of budget expenditures, the lawful and intended use of budget funds, the identification of key factors affecting the efficiency of this process, their analysis, the determination of the causes of the existing situation, and the formulation of clear and practical recommendations to be acted upon by the management of the organization.
The risks identified during the audit are the basis for preparing the Audit Programme of Activities. The scope of the Programme consists of activities that provide complete and relevant evidence for recording the situation in the Bureau for assessment and drawing conclusions within the framework of the objectives of this audit.
The purpose of the audit is an independent and objective assessment in order to obtain reasonable assurance regarding the compliance of the operations of the Bureau for assessment in the budget execution process in 2023 and part of the current year 2024[footnoteRef:1], in relation to laws and regulations, acts and other regulations, i.e. an assessment of the efficiency and effectiveness of the financial management and control system in budget execution and management of financial documents, including self-financing funds. [1:  The budget in the first half of 2024, i.e. until the establishment of a new government as a result of the parliamentary elections held in 2024] 

1.2. [bookmark: _Toc225346171][bookmark: _Toc225346219]Main conclusions from the audit
Based on the internal audit performed, with the scope and evidence from the documentation provided by the audited entity, the following was concluded:
· Within the risk area addressing issues related to the legal framework governing expert examinations, i.e. assessment, which affects the operations of the Bureau for Assessment (BA), the auditor identified a situation indicating an inconsistent legal solution that creates an uncertain environment for consistent action and decision-making, thereby increasing the risks to the optimal functioning of the Bureau. Due to the absence of clear guidelines and criteria, as well as the ambiguity and inconsistency of the regulatory framework, the Bureau faces dilemmas in the decision-making process.
· From the perspective of the strategic documents and legal framework of BA, the audit concluded that the strategic documents, adopted and updated in recent years by the Bureau, represent the basis for establishing a system of controls and control activities that affect the reduction of risks in operations.
· Within the scope and risks related to the sustainability of the Bureau as an independent legal entity with its own financing, the audit found a risk to the self-sustainability and functioning of the Bureau due to an expected reduced inflow of own funds into the budget as a result of a change in the activity in accordance with the new legal framework.
· Within the area and risks related to the system of financial management and control, and upon reviewing the components of governance and internal controls, the audit concluded that the Bureau for Assessment (BA) implements control activities within an established and effective control environment, i.e. with developed policies and documented procedures for the key processes.
· Regarding the control activities implemented through separation of duties, delineation of responsibilities and authorities within the Department for Financial Affairs, the audit noted that, despite the limited separation of duties due to the small number of employees, control activities have been established for regular controls, monitoring, and reconciliation of records with supporting documentation in the implementation of public procurement procedures, asset records management, and the recording of liabilities and payments. The actual situation, indicating a risk of overlap of responsibilities and a disproportionate workload and engagement of employees, shows that these risks do not affect the efficiency of the functioning of the financial management and control system.
· When determining the efficiency and effectiveness of the internal control system, in the area of ​​management and control of expenditure execution during the implementation of payment procedures, the audit concluded that the Bureau has established internal controls to check the compliance of financial documentation and approve expenditures, and they function in a manner that ensures risk management and achievement of the organization's goals.
· Within the risk area relating to the procedures for engaging and assigning external associates to perform expert examinations and assessments on specific cases during the audited period, the auditor did not obtain assurance that the procedure is conducted in an impartial and objective manner.
1.3. [bookmark: _Toc225346220]Audit opinion
The Bureau for Assessment (BA) has established a system of internal controls designed and implemented in a manner that ensures sound financial management and control, as well as maintaining risks within a level that the organization is willing to accept in terms of its lawful and proper operations.
The financial management and control system is effective and functional and provides reasonable assurance against the potential occurrence of irregularities.
Expenditures of the Bureau for Assessment are used for their intended purposes and in a manner determined and prescribed by the applicable legal framework.
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However, the auditor expresses a qualified opinion regarding the procedures and criteria for the independent selection, engagement, and allocation of external associates to specific cases for the performance of expert examinations or assessments.
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[bookmark: _Toc225346172][bookmark: _Toc225346206][bookmark: _Toc225346221]2.	INTRODUCTION
[bookmark: _Toc225346173][bookmark: _Toc225346222]2.1 Subject and scope of the audit
Internal audit is an independent and objective assurance and consulting activity designed to add value and improve the organization's operations in terms of improving the effectiveness and efficiency of risk management, control, governance and management processes in the organization, in order to meet the set objectives.
The audit was conducted taking into account the mandatory application of the legal regulations, in accordance with the standards for promoting orderly, effective and efficient operations, providing quality services and for the purpose of reasonable assurance that by adhering to the laws and regulations, the objectives that are in accordance with the mission of the organization are achieved. Through the audit, the management of BA should obtain reasonable assurance about the functioning of the financial management and control systems for the effective achievement of the planned objectives, maintaining correct data and processes and protection against fraud and loss, in accordance with the established internal operating procedures, the reference regulation and the Internal Control Standards in the Public Sector ("Official Gazette of the Republic of Macedonia" No. 147/10).
The audit was performed in accordance with the Law on Public Internal Financial Control and the Rulebook for the Manner of Performance of the Internal Audit and the Manner on Reporting for the Audit (Official Gazette of the Republic of Macedonia No. 90/2009), the accepted International Standards for the Professional Practice of Internal Auditing in the Republic of Macedonia ("Official Gazette of the Republic of Macedonia" No. 90/09 and 188/13) and other regulations, in the period from 10.10.2024 to 05.11.2024, by the auditor Katerina Simeonova, an internationally certified public sector internal auditor with certificate/license No. MACTIAPSC058, issued by the Chartered Institute of Public Finance and Accountancy - CIPFA, London.
The audit was conducted as an extraordinary audit, at the request of the responsible person in the Bureau for Assessment, Acting Director Fejsal Beadini, based on the Contract for the performance of services - extraordinary internal audit, No. 03-99/11, concluded on 03.10.2024.
The internal audit covers the budget execution process in BA in the period 2023 and part of 2024, through risks, controls and internal working procedures. The scope of the audit is related to the purpose of the engagement and includes a review of the relevant systems, records and employees in the organization. The activities undertaken in relation to the actual actions for the execution of BA's activities and the activities for the functioning of the institution in the specified period are taken into account, based on the application of the applicable legal regulations[footnoteRef:2] related to the subject of the audit. [2:  Law on Budgets - Official Gazette of the Republic of Macedonia No. 64/05, 04/08,103/08,156/09, Law on Execution of the Budget of the Republic of Macedonia for 2023 and 2024, Law on Accounting for Budgets and Budget Users - Official Gazette of the Republic of Macedonia No. 61/02, 98/02 81/05, Law on Public Internal Financial Control - Official Gazette of the Republic of Macedonia No. 90/09, Law on Public Procurement, Law on Organization and Work of State Administration Bodies, Manual on Financial Management and Control of the Ministry of Finance, Rulebook on Classification of Expenditures, Rulebook on Accounting for Budgets and Budget Users] 


Certified internal auditor // handwritten signature//



The period covered by this audit is one in which the legal framework governing the operations of the Bureau for Assessment (BA) underwent substantial changes, including changes to the scope of its activities. Namely, under its previous mandate, activities in the field of assessment were carried out to a lesser extent, while the primary focus of the organization was the performance of expert examinations as its main and most extensive activity.
With the new legal framework, the BA has been divested of its competence to perform expert examinations and is currently responsible for carrying out professional activities solely in the field of assessment, which is regulated by two laws—the Law on Assessment and the new Law on Expertise adopted in the second half of 2023.
In the forthcoming period, for the sake of continuity of ongoing expert examination cases, and as provided for in the new law, the BA will continue to perform activities in the field of expert examination until the already initiated cases are completed.
The subject of the audit is the legality of the budget execution procedures in the BA for 2023 and 2024 in accordance with the applicable legal regulations, with regard to the earmarked spending of budgetary funds in the BA, including self-financing funds. The main focus of the audit is the functioning of controls and procedures for approving and implementing financial decisions in budget execution, with the aim of obtaining assurance on the earmarked spending of budgetary funds at the BA.
2.2 [bookmark: _Toc225346174][bookmark: _Toc225346223]Methodology
The audit procedure used audit techniques and methodology for:
· Audit planning (preliminary research, Audit Plan and Audit Execution Programme);
· Collection of relevant audit evidence (review, verification and analysis of documentation related to the activity and budget execution);
· Risk assessment and analysis of controls in relation to key objectives of systems/processes;
· Review, check and analyse a representative sample of accounting and financial documentation;
· Control and verification of internal control principles, separation of duties, proper recording and document storage (testing of controls/compliance testing);
· Verification of the assessment for certain knowledge.
The extraordinary internal audit carried out activities in several areas:
· Legal framework;
· Strategic documents related to the mission and work goals of the organization;
· Policies and procedures and separation of duties for the important functions of the organization;
· Risk management and organizational governance (internal controls);
· Size and structure of the financial plan and its implementation and
· Adopted acts and financial decisions for realized expenditures for: public procurement, contracts for hiring external collaborators for expert examinations and assessments, expenses for representation, mobile phones, and official motor vehicles, i.e. the manner of use and disposal of technical and material assets owned by the Bureau.
2.3 [bookmark: _Toc225346175][bookmark: _Toc225346224]Potential weaknesses and risks of the procedure identified
The audit covers the processes of identifying and effectively managing risks, as well as identifying and assessing potential threats to the economical, efficient, and effective functioning of the established systems for the management of budget funds, with particular emphasis on the system of internal controls relating to the undertaken and implemented activities for the application of the relevant legal regulations and the compliance of procedures for budget execution in 2023 and 2024 within BG1.
The audit should conclude whether the implementation of the procedures for the Budget execution of the Bureau in the period under review is in accordance with the legal regulations, by-laws, acts of other stakeholders that affect the manner of Budget execution of the Bureau and internal acts and procedures in the Bureau. According to the standards, these procedures also include an assessment of the risk of non-compliance.
The assessment of the overall risks related to the main activity of the Bureau and the legal, effective and efficient operation in the implementation of budget expenditures for 2023 and 2024 refers to the scope, assessment, measurement and analysis of the following strategic and operational risks:
· Economical, efficient and effective management of public funds
· Efficient and high-quality financial management and control system
· Functional and appropriate separation of duties as a condition for proper and effective implementation of internal process controls
· Transparency, comprehensiveness, equality and objectivity in the procedure for selecting external collaborators
· Using the costs for the planned purposes, taking into account the strategic goals, i.e. the intended and legal use of budget funds,
· Risks that have a significant impact on the work of the Bureau, and are beyond the influence of BA in terms of improving the business environment depending on other areas and institutions of the system, i.e. PESTEL risks/impact factors[footnoteRef:3]: [3:  Political, economic, socio-cultural, technological, legal and environmental risks] 

3. [bookmark: _Toc225346207][bookmark: _Toc225346225]SYSTEM DESCRIPTION
3.1 [bookmark: _Toc225346176][bookmark: _Toc225346226]Data about the audited entity
According to the previous Law on Expertise[footnoteRef:4] (valid until July 2023), the Bureau for Expertise is a state administrative body within the Ministry of Justice, with the status of a legal entity that performs professional work in the field of expert examinations and super expert examinations for the needs of the courts and public prosecutor's offices in the Republic of Macedonia, for the needs of state bodies, public enterprises, commercial companies and funds established by the state, natural and legal persons, as well as for other entities for which an expert examination is required. [4:  Law on Expertise ("Official Gazette of the Republic of Macedonia" No. 115/10, 12/14, 43/14, 104/15, 148/15, 192/15 and 64/18)] 

The Bureau bases the performance of its tasks, especially the performance of expert examinations, super expert examinations and assessments, on scientific and professional methods by applying methodology and knowledge according to the achievements of science and practical experiences in the relevant field.
In carrying out the work within its scope of activity and for certain works within the competence of the Bureau that require special expertise and for the performance of which appropriate experts, equipment and devices that the Bureau does not possess are required, the Bureau may conclude a cooperation agreement with another state administration body, state body, higher education, scientific or professional institution.
To perform the tasks within its competence, the Bureau may engage external collaborators from the appropriate field who meet the requirements set out by law and perform the expert examinations and assessments in the name and on behalf of the Bureau of Judicial Expertise. The Bureau is obliged to publish a list of external collaborators, experts and assessors on its website, where an application form for an external collaborator (expert or assessor) is also published. The form of the Bureau's proposal is prescribed by the Minister of Justice.
For the performed expert examinations, super expert examinations and other services at the request of legal entities and individuals, the Bureau is entitled to a reward and reimbursement of costs in accordance with the Law and the Regulation on the method of calculating the amount of compensation for the actually necessary costs for the expert examinations performed by the Bureau of Judicial Expertise for the needs of state administration bodies, public enterprises and state-owned joint-stock companies.[footnoteRef:5] The fee and costs for expert examinations and super expert examinations are covered by the service requesters. [5:  Decree on the method of calculating the amount of compensation for the actually necessary costs of expert examination performed by the Bureau of Judicial Expertise (Official Gazette of the Republic of Macedonia, No. 131 of 31.7.2015)] 

Expert examinations and assessments are usually performed by experts employed by the Bureau of Judicial Expertise, and the Bureau may engage external collaborators for the following purposes:
· particularly complex cases;
· engagement;
· if the expert examination, i.e. the assessment requires the participation of other experts or assessors with the same or a different specialty;
· at the request of the competent authorities and
· other reasons provided for by the acts of the Bureau,
The Regulation on the Reward and Compensation of External Collaborators of the Bureau of Judicial Expertise[footnoteRef:6], determines them depending on the complexity, duration, scope and necessary resources for the performed expertise or assessment, in the area in which the external collaborator is engaged by the Bureau of Judicial Expertise for a specific subject of expertise or assessment. The remuneration of the external collaborator for the performed expertise and assessment is determined in an amount that cannot be greater than 50% of the remuneration for expert examination that belongs to the Bureau of Judicial Expertise, in accordance with the law. In addition to the remuneration for the performed assessment, the external collaborator is also entitled to compensation for actual costs. [6:  The Regulation on the remuneration and compensation of external collaborators of the Bureau for Forensic Expertise (Official Gazette of the Republic of Macedonia, No. 131 of 31.7.2015)] 

The Bureau of Judicial Expertise carries out assessment work in accordance with the Law on Assessment[footnoteRef:7]. The assessment of the market value of the subject of assessment, according to this law, is carried out in a manner prescribed by the methodology, rules and standards for assessment, which include the European Valuation Standards (EVS) - TEGOVA and the International Valuations Standards - IVSC, as well as other laws regulating the assessment of the value of various forms of ownership and the regulations adopted on the basis thereof. [7:  Law on Assessment, (“Official Gazette of the Republic of Macedonia” No. 115/10, 158/11, 185/11, 64/12, 188/14, 104/15, 192/15, 30/16 and the Decision of the Constitutional Court No. 205/11, Official Gazette No. 51/12)] 

The Bureau of Judicial Expertise performs various types of assessments in the field of trade companies, public enterprises and other legal entities, real estate, movable property, receivables and liabilities, machinery and equipment, means of transport, agriculture, forestry and water management, industrial property, copyright and related rights, information technology, and other areas determined by law.
A new Law on Expertise was adopted in 2023[footnoteRef:8] which aligns with Regulation of the European Parliament and of the Council No. 910/2014 on electronic identification and trust services for electronic transactions in the internal market and repealing Directive 1999/93/EC, CELEX No. 32014R0910, and it stipulates that the Bureau of Judicial Expertise shall continue to operate as the Bureau for Assessment, with the same status as a legal entity within the Ministry of Justice, continuing to perform professional work exclusively in the field of assessment, in accordance with this Law and the provisions of the Law on Assessment. [8:  Law on Expertise (Official Gazette of the Republic of Macedonia, No. 154 of 20.7.2023)] 

The employees, equipment, documentation and other means of work of the Bureau of Expertise, on the day of entry into force of this Law, shall be taken over by the Bureau of Assessment. Also, in accordance with Article 63 of the Law and the already initiated expert examination procedures by the day of entry into force of this Law, the Bureau is obliged to complete them in accordance with the provisions of the previous Law on Expertise.
In the audited period, 2023 and 2024, the acting directors Valdet Xhaferi and Burim Bajrami, appointed by the Government of the Republic of North Macedonia, are responsible for the work and functioning of the Bureau for Assessment.
The number of employees, according to data from the Bureau's Balance of Income and Expenditures, as of 31.12.2023 is 33 people, and by the first half of 2024 this number has been reduced to 29 employees.
3.2 [bookmark: _Toc225346177][bookmark: _Toc225346227]Financial data about the entity
The funds for financing the Bureau are provided from the State Budget, and the Bureau may generate its own income, income from donations and other sources determined by law.
The Bureau, as a body within the Ministry of Justice, has the status of a legal entity and is independent in its operations. It carries out its work through two accounts, namely:
· Basic budget account 250010049363712 which includes items 401,402 and 404 and
· Account for self-financing activities 250010049378710 which includes all other planned expenditure items for the work and functioning of the Bureau for Assessment.
The total budget of the two accounts of the Bureau for 2023, in accordance with the Decision on Internal Allocation of the Total Approved Budget for 2023, No. 03-28/1 adopted by the Bureau of Judicial Expertise on 09.01.2023, amounts to 44,562,000 denars, of which the total realization at the end of the year is 36,739,970 denars.
The total budget of the Bureau's two accounts for 2024 is 43,059,000 denars, and the realization by 31.07.2024 is 20,666,691 denars.
4. [bookmark: _Toc225346228]INTERNAL AUDIT FINDINGS
4.1 [bookmark: _Toc225346178][bookmark: _Toc225346229]Legal framework and strategic documents
The new Law on Expertise removes the Bureau's authority to conduct expert examinations, thereby losing the Bureau's position as a valued professional institution, which is facing an outflow of professional experts. At the same time, the Bureau is obliged to complete the initiated expert assessments, some of which are extensive, professional and long-term.
According to the new legal solution in the Law on Expertise, according to which the Bureau will carry out work only in the field of assessment, the available staff of experts who have so far mainly carried out work only in the field of assessment, due to the huge number of court cases and requests, should also acquire assessment licenses. By the time of the audit, and in accordance with the new legal solution, seven experts in BA had acquired such licenses. Currently, according to the data received from the entity, BA has 13 employees - assessors and they, except for one person, are also experts, i.e. there are 12 employees - experts.
With the current scope of work, only performing assessments, the Bureau for Assessment expects a reduced inflow of funds into the budget, due to the loss of revenues that it previously provided by performing expert assessments. The expected reduced inflow of own funds into the budget will reflect on the future functionality, financing and work of the Bureau in general.
An additional dilemma for employees, competent executors and responsible persons is caused by the fact that the scope of work of the Bureau for Assessment in the area of ​​performing assessments is covered by two laws, the Law on Expertise and the Law on Assessment, and no consistent and complete solutions have been offered for many issues regarding the current status and performance of the work and tasks of the Bureau.
In line with the above, in accordance with the Law on Expertise (Official Gazette of the Republic of Macedonia 154/2023), the Bureau for Assessment on 23.08.2023, with number 03-16/25, has submitted a Proposal - Application Form for an External Collaborator - Assessor, to the Minister of Justice, for review and further action, on which an urgency has been submitted due to the failure to receive a response/opinion. After the approval/prescription of the form by the Minister, the Application will be published on the official website of the Bureau, along with the conditions that external collaborators must meet in accordance with the law, and the Bureau has a legal obligation to publish a public call for the engagement of external collaborators in accordance with Article 55 of the new Law on Expertise (Official Gazette of the Republic of Macedonia; No. 154/2023).
On 18.01.2024, BA submitted a request to the Ministry of Justice, No. 03-21/1, for notification of the procedures for adopting more detailed regulations, by-laws (provided for by the Law on Expertise (Official Gazette of the Republic of Macedonia No. 154/23) to which there is still no response.
As for the strategic documents of the Bureau for assessment, the audit determined that the management of the Bureau has adopted the basic strategic documents that are a prerequisite for more efficient operations, i.e. for determining priorities, goals, means and expected results.
The latest version of the Strategic Plan of the Bureau for Assessment for 2024-2026, number 03-152/2, was developed on 31.08.2023. The Strategic Plan, as a process that directs resources to the highest priority activities, contains the goals and objectives of the Bureau, coordinated with the priority objectives of the Ministry of Justice, which are in line with the strategic priorities of the Government of the Republic of North Macedonia, for a three-year timeframe.
In order to establish a more efficient internal control system, a Risk Management Strategy 2015-2017 was adopted in 2015, together with a Risk Register. The last update of these acts was in 2021, i.e. the Strategy and the Register covering the period from 2022 to 2024, in an updated version were archived on 09.06.2021, with archive no. 03-5/7. Also on 22.04.2024, a new Decision was issued to designate a special person appointed as a coordinator for risk assessment and management.
In 2022, on 02.12.2022, an Annual Plan for Assessment and Management of Corruption Risks for 2023 was adopted, under archive number 03-147/18, which identifies the risks, i.e. factors that can contribute to corruption, as one of the priority risk areas in the public sector.
The adopted strategic documents of the Bureau for assessment represent the basis for building a system of trust for the efficient and effective functioning of the institution, by incorporating strategic principles in the areas of functioning of the systems that reduce the risks of irregularities in operations, and are aimed at fulfilling the mission of the organization, thus providing reasonable assurance that the goals will be achieved.
4.2 [bookmark: _Toc225346179][bookmark: _Toc225346230]Financial Management and Control System
According to the Law on Public Internal Financial Control and the Internal Control Standards in the Public Sector, the management of a public sector entity has the obligation and responsibility to establish a control environment within the organization. This environment is the basis for establishing the overall internal control system and the structure of controls, related to the objectives and overall operations of the organization.
The control environment in the Bureau for Assessment has been established with the adoption of the following acts:
· Rulebook on Internal Organization of the Bureau for Assessment adopted on 17.01.2024 with Bureau archive number 01-30/1 and Rulebook on Systematization of Job positions in the Bureau for Assessment adopted on 17.01.2024 with Bureau archive number 01-30/2;
· Plan for the establishment and development of financial management and control, first prepared and adopted in 2013, updated in 2015 along with a timeline implementation framework and submitted to the Ministry of Finance. The last update of the Plan was carried out on 19.05.2021 with archive number 03-5/6.
· Procedures for financial processes, for monitoring FMC and instructions and maps of other main processes and sub-processes prepared in 2015 and updated in 2016, and according to the needs, procedures for certain processes were also prepared in 2021;
· ISO 9001:2008 Quality Management Certificate, which is an older quality management standard, which provides a quality management system for the entire operation of the organization;
· Authorizations for undertaking financial obligations and authorizations for payments. For the 2023 budget, dated 09.01.2023, a Decision on granting general authorization to sign acts number 03-28/2 and a Register of Authorizations number 03-28/3 were prepared.
· Authorizations for ex-ante and ex-post controls.
Within the Department for Financial Affairs, as the unit responsible for the establishment and functioning of the Financial Management and Control (FMC) system, a total of six (6) positions have been systematized, of which three (3) are filled through regular employment: Head of Department, Senior Associate for Accounting Operations, and Associate for Financial Operations and Budget Coordination. The responsible accountant is a person employed at the Service for General and Common Affairs, authorized by Decision No. 03-16/13 dated 06.02.2023 to perform tasks within the Bureau, as well as the authorized persons for accounting and financial operations and the cashier, based on an authorization from the GCS No. 05-477/1 dated 22.01.2023 and an authorization from the Bureau No. 03-100/1 dated 23.02.2015.
It can be concluded that in the control activities carried out through the separation of duties, delimitation of responsibilities and authorizations due to the lack of personnel, i.e. insufficient number of employees in key positions, the necessary tasks are provided by the listed employees hired from the Service for General and Common Affairs who perform the same work and tasks in the Ministry of Justice. The competent executor for the implementation of public procurement is hired with a contract for work that is renewed annually (Contract for work No. 03-16/16 of 13.02.2023 and Contract for work No. 03-16/11 of 13.02.2024)
Control activities, which are procedures within an organization established to address risks and achieve objectives, should be appropriate and comprehensive, implemented at all levels and functions, and linked to control objectives. These procedures include: delegation of authority and responsibility, segregation and separation of duties, a double-signature system, accurate, correct, comprehensive, and up-to-date recording of transactions, and the establishment of ex-agency and ex-provisional controls.
Through the internal regulations of the Bureau for Assessment, which were the subject of the audit, the following status of control activities has been established
· There is an established practice of delegating authority by the responsible person in the Bureau by granting general and special authorizations, in order to implement the FMC system;
· The payment process and management of payment documents are regulated by multiple procedures and internal acts that cover the movement of documentation and enable the delimitation of responsibilities and authorities;
· Persons with special authorizations have been appointed for the ex-ante and ex-post financial controls;
· Procedures have been adopted with process maps and instructions for reviewing and approving invoices with all accompanying documentation, prior to their payment, monitoring statements, booking orders and recording liabilities and receivables, and
· A Rulebook on information system security has been adopted, financial data is secured from modification, and data access controls are built into the financial application, with a division of responsibilities and privileges that has not been updated.
In the area of financial management and control, the audit noted that the Bureau for Assessment has undertaken activities to implement the Law on Public Internal Financial Control. Control activities have been established for the regular approval, monitoring, and alignment of activities with supporting documentation; for verifying the legality of financial documentation and the completeness of payment documentation; for the separation of duties and authorization by responsible persons; and for the recording and timely processing of financial documentation.
4.3 [bookmark: _Toc225346180][bookmark: _Toc225346231]Internal control system for legal and purposeful implementation of procurement and payment processes
The procedure for implementing public procurement should ensure competition and equal treatment of economic operators, transparency in the award of contracts and rational use of funds. In order to verify and confirm the effectiveness of the internal control system in the public procurement process, the audit covered the following activities of this process in the Bureau:
· Determining the need for procurement
· Design of the internal control system
· Conducting a contract award procedure
· Execution of the of the concluded contracts and
· Payment of contractual obligations
The audit also conducted detailed tests of public procurement procedures conducted in 2023.
After implementing the above activities, the audit concluded that the person responsible for public procurement holds a license from the Public Procurement Bureau (Certificate of passing the Public Procurement Exam No. 11-4/165 of 01.04.2021), the process of awarding public procurement contracts in the Bureau for assessment begins with the adoption of a Public Procurement Plan containing the procurement needs in the current year by type of goods, services and works. The audit established that the Public Procurement Plans for 2023 and 2024 of the Bureau were adopted in a timely manner and duly published on the Electronic Public Procurement System (EPPS) (Annual Public Procurement Plan of the Bureau of Judicial Expertise No. 03-39/1 adopted on 18.01.2023 and Annual Public Procurement Plan of the Bureau for Assessment No. 02-29/1 adopted on 17.01.2024). Through independent examination, monitoring, and verification of the procurement procedures, the implementation of contracts, and the settlement of the related obligations, the audit established that the contracts were awarded in a manner ensuring competition and equal treatment of economic operators, and are implemented in accordance with the legal provisions for economical, efficient, and effective use of the Bureau’s budget.
The audit confirmed the effectiveness of the internal control system in the payment process based on concluded contracts in the Bureau of Assessment, by gaining assurance that payments are made upon receipt of goods and services, payment is timely and accurate, and payments for purchased goods and services are recorded in the records system.
The design, implementation and maintenance of controls in the process of awarding public procurement contracts in the Bureau for assessment is at a satisfactory level and ensures that the risks in this area do not affect the reduction of the efficiency of the functioning of the financial management and control system.
By testing the payment process, the audit concluded that the Bureau has adopted procedures, process maps and instructions for the delimitation of responsibilities and authorizations for financial activities, a separation of duties that prevents one person or organizational unit from controlling all stages of the payment procedure, i.e. approval, execution and recording of transactions.
The same applies to the realization of other payments in the Bureau based on expenses for the use of official motor vehicles, fuel value cards and use of mobile phones by employees. The audit concluded that the risks in the payment process are reduced and acceptable due to the established functional control system that guarantees the achievement of objectives.
4.4 [bookmark: _Toc225346181][bookmark: _Toc225346232]Protection of assets and liabilities
The audit confirmed the effectiveness of the internal control system in the process of conducting an inventory of tangible, intangible and cash assets, small inventory and receivables and payables, ensuring that the inventory was carried out in a quality manner, within the legally established deadline, covers all assets and that the accounting and actual situation were reconciled. A Report was also prepared and approved by the competent authority.
The audit established that, for the process of conducting inventory in the Bureau for Assessment, an internal procedure has been adopted in accordance with the Law and the Rulebook on Budget Accounting and Budget Users, which establishes internal controls over the process that operate towards mitigating risks and achieving the objectives of the process (Rulebook on the Method of Conducting Inventory of tangible and intangible assets, small inventory, cash, receivables and liabilities within the Bureau of Judicial Expertise, No. 02-42/3 dated 14.01.2015).
4.5 [bookmark: _Toc225346182][bookmark: _Toc225346233]Hiring external collaborators
Following the submission of a written comment, together with supporting documents, by the audited entity after the presentation of the Draft Report, as described in the section Attachments – Attachment 2, the auditor notes that several years ago the former Bureau for Judicial Expertise adopted a procedure governing the process, criteria and manner of selecting external collaborators for performing expert examinations and assessments for the needs of the Bureau. According to this procedure, external collaborators who meet the legal requirements and express interest in performing an expert examination or assessment shall apply through an application published on the Bureau's website. The list of registered experts and assessors as external collaborators is published on the Bureau's website. At present the list is not updated; however, the procedure for selecting external collaborators is being carried out transparently in accordance with the described manner.
With regard to the engagement of expert witnesses for specific case(s), during the relevant period a dedicated Commission composed of five members was established within the Bureau. The Commission was responsible for appointing and assigning associates to specific cases and, upon completion of the work, also determined the remuneration of the expert witnesses, in accordance with the adopted by laws governing fees and compensation for the performance of expert examinations (as described above in this Report). In order to ensure an equitable distribution when assigning associates in relation to cases for expert examination or assessment, the Commission made its decisions based on their level of engagement—specifically, the number of cases assigned to each expert witness from the list of registered experts. The auditor has formed the opinion that the above-described part of the procedure is no longer applied and does not function due to the fact that the engagement of experts and assessors for cases in the audited period is carried out directly by the managing person of the Bureau.
The above points to the conclusion that in the audited period the procedure was observed only in the part of applying for an external collaborator (expert or assessor) through an application published on the website of the Bureau for Assessment. The possibility for any interested person who meets the conditions for an external collaborator to fill out the application and submit the necessary documentation to be included in the list of external collaborators contributes to the assessment of the procedure for registering external collaborators as transparent, public and equal for all who meet the conditions.
Any person who submits a completed application for an external collaborator by meeting the legal requirements (expert or Assessor) enters into a service agreement with the Bureau.
The auditor concluded that the absence of control over the appointment and engagement of experts and assessors to conduct expert examinations and assessments on specific cases, due to the lack of a Commission and criteria that ensure balanced participation and deployment of experts on cases in the audited period, poses a risk of selective selection and limitation of the engagement of duly registered experts and assessors, recorded in the list of experts or assessors who have concluded contracts with the Bureau.
[bookmark: _Toc225346183][bookmark: _Toc225346234]5.	 DETAILED REPORT - FINDINGS AND RECOMMENDATIONS
[bookmark: _Toc225346235]5.1 Findings and recommendations
Finding 1: The legal framework in the field of expert examination, i.e. assessment, which affects the work of the Bureau, points to an inconsistent legal solution that creates an uncertain environment for consistent action, and thus affects the increase of risks for optimal operation of the Bureau, i.e. effective and efficient decision-making, which, in addition to other effects, also contain financial implications. An additional challenge arises from the new legislative solution, which results in the scope of work of the Bureau for Assessment in the area of performing assessments being regulated simultaneously by two laws—the Law on Expertise and the Law on Assessment—while complete solutions regarding certain issues related to the execution of work and the tasks under the Bureau’s competence have not been provided. A high risk has been identified for the self-sustainability and functioning of the Bureau, due to the anticipated reduction in the inflow of its own budgetary funds as a result of the change, namely the restriction of its activities solely to performing assessments.
Recommendation 1:
The Director of the Bureau for Assessment, within the framework of their competences, should initiate activities in the Ministry of Justice, for the legal clarification, regulation and arrangement of the area and scope of work of the Bureau with: clear and detailed guidelines and criteria for action, adoption of by-laws related to the basic law or possible amendments and supplements to the existing legal solution.
Finding 2: The established system of internal controls, which guarantees the legal and purposeful execution of the budget of the Bureau for Assessment in the audited period 2023 and 2024, is not applied when engaging external collaborators as experts or assessors for specific cases, who have concluded a service agreement with the Bureau for the performance of an expert examination or assessment. During the audited period, no procedure with criteria for the independent engagement of external collaborators has been identified. The direct selection and assignment of external collaborators to specific cases by the appointed senior official in the Bureau constitutes a basis for a high risk of possible favouritism or subjective engagement of such collaborators.
Recommendation 2:
The procedure for engaging external collaborators to participate in conducting expert examinations and assessments on specific cases in the Bureau for Assessment should ensure objectivity, equal treatment and equality in their selection. The procedure should be conducted transparently and publicly, with equal opportunity for selection of all applicants who meet the requirements, i.e. who have signed a Service Agreement with the Bureau, for conducting expert examinations and preparing findings and opinions.
The auditor recommends that objective and measurable criteria for the appointment and assignment of external collaborators to specific cases be adopted as soon as possible, thus ensuring transparent, efficient and effective spending of the funds from the budget of the Bureau for Assessment used for their engagement.
Finding 3: The separation of duties and responsibilities within the Department for Financial Affairs in the Bureau for Assessment (BA) is limited due to the small number of employees. The risks and limitations are compensated by other measures, i.e. by granting authorizations to employees in the Department, with which they simultaneously perform other tasks. The auditor did not detect any particular irregularities in the performance of the work tasks of the employees, although the described situation points to risks of a certain conflict of responsibilities, errors, non-compliance with the regulation on the separation of duties, delimitation of responsibilities and authorities, and the risk of failure to detect these irregularities, in addition to the disproportionate burden and engagement of employees in this department.
Recommendation 3:
According to the Internal Control Standards in the Public Sector, the financial and operational elements of each operation should be verified by two mutually independent persons. The functions of initiating and verifying each operation must be separated. The separation of duties creates conditions for one person or organizational unit not to control all significant phases of a particular operation or event.
The balanced separation of duties and responsibilities of several persons in the Department of Financial Affairs of the Bureau for Assessment creates conditions for effective balancing of the existing conflict of jurisdiction, but taking into account the Standards and the role of the Department of Financial Affairs, as the leading organizational unit of the entire financial management and control system, the auditor recommends filling the positions with appropriate executives, by providing funds in the Bureau's budget.
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After the final meeting held with the Director of the Bureau for Assessment, the representatives of the entity provided comments on the general position expressed in Finding No. 2, i.e. the part relating to the audit opinion and the auditor's conclusion that the current practice for selecting external collaborators to perform expert examinations and assessments does not apply and support the principles of objective and non-selective action and assurance that minimal transparency of the procedure is not ensured.
The subject submitted the following written comments:
"Regarding the submitted Draft Audit Report on the audit of compliance with the Budget execution of the Bureau for Assessment and dedicated expenditure of Budget Funds in 2023 and part of the Budget in 2024, we have some notifications/observations regarding the engagement of experts as external collaborators of the Bureau."
Namely, in accordance with Article 63 of the Law on Expertise (Official Gazette of the Republic of Macedonia No. 154/2023), the Bureau for Assessment - Expertise Procedures initiated by the day of entry into force of the law will be completed in accordance with the provisions of the Law on Expertise (Official Gazette of the Republic of Macedonia No. 115/10, 12/14, 43/14, 104/15, 148/15, 192/15 and 64/18).
In this context, we inform you that in accordance with Article 43-j of the Law on Expertise (Official Gazette of the Republic of Macedonia No. 115/10, 12/14, 43/14, 104/15, 148/15, 192/15 and 64/18):
1. In order to carry out the tasks within its competence, the Bureau may also engage external collaborators from the appropriate field.
2. External collaborators shall perform expert examinations and assessments on behalf and for the account of the Bureau of Judicial Expertise.
3. External collaborators of the Bureau shall be obliged to fulfil the conditions set forth by law.
4. The Bureau of Judicial Expertise shall be obliged to publish the names of external collaborators, experts and assessors on its website.
5. The application form for an external collaborator (expert or assessor) shall be prescribed by the Minister of Justice, upon the proposal of the Bureau.
As previously stated, the Bureau of Assessment (formerly the Bureau of Judicial Expertise) has published an Application for an External Collaborator (Expert or Assessor) on its official website.
Any interested person may apply to become an external associate of the Bureau by completing the Application and submitting the required documentation.
Any person who submits an Application for an external associate and simultaneously meets the legal requirements for an external associate (expert or assessor) shall enter into a Service Agreement with the Bureau.
The Bureau also publishes on its website lists of external associates, both experts and assessors, which are currently not updated. 
Regarding the engagement of experts (regular employees or external collaborators) for a specific case or cases, the Bureau had in the past formed a commission consisting of 5 members, of which 3 members were required to attend, and which, in accordance with the engagement of the experts, i.e. depending on how many cases were assigned to them by the Bureau at that moment, appointed an expert or experts (if it is a super expert examination) to conduct an expert examination on that case or cases.
Now the hiring of experts and assessors for the cases is carried out by the Director of the Bureau.
We would like to note that the Bureau for Assessment has submitted to the Minister of Justice a Draft Application Form for an external collaborator-assessor (an urgent application has also been sent), and after approval/regulation by the Minister, it will be published on the official website of the Bureau, stating the conditions that external collaborators must meet in accordance with the law, and will also publish a public call for the engagement of external collaborators in accordance with Article 55 of the Law on Expertise (Official Gazette of the Republic of North Macedonia; No. 154/2023).
Also, in support of the comment, the following documents were submitted:
1. Act entitled: Information for candidates for external experts and Application Form, as a procedure of the Bureau of Assessment, with steps for applying to an expert and
2. Sample - format of the Agreement for conducting an expert examination and preparing a finding and opinion by an enforcement officer from the appropriate area for the needs of the Bureau of Judicial Expertise
Based on this comment and the attached documentation, the auditor further specified the Audit Opinion, Finding No. 2, Recommendation 2 and point 1.2 Main conclusions from the audit - the last conclusion of section 1. SUMMARY, and supplemented and amended with further explanations, section 4. INTERNAL AUDIT FINDINGS in point 4.5 Engagement of external collaborators of the Draft Audit Report, in the sense that all persons interested to be external collaborators of the Bureau, who meet the conditions and legal criteria for performing an expert examination, i.e. assessment, can apply as such through the Application for an external collaborator which is published on the Bureau's website. This means that with this method of applying for external collaborators for the needs of the Bureau, the principles of transparency and non-selectivity of the procedure are observed, i.e. the respective risks are mitigated. However, within the audited period, the engagement of experts and assessors for specific cases is carried out by the Director of the Bureau, directly, without established internal controls for possible risks of subjective and selective decision-making and action.
FINAL AUDIT REPORT ON THE COMPLIANCE AUDIT OF THE IMPLEMENTATION
ON THE BUDGET OF THE BUREAU OF ASSESSMENT AND THE SPECIFIC EXPENDITURE OF THE STATE FUNDS IN
2023 AND PART OF THE 2024 BUDGET

FINAL AUDIT REPORT ON THE AUDIT OF BUDGET EXECUTION COMPLIANCE AND DEDICATED EXPENDITURE OF BUDGETARY FUNDS AT THE BUREAU FOR ASSESSMENT FOR THE YEAR 2023 
AND PART OF THE BUDGET FOR THE YEAR 2024

Therefore, the auditor concludes that several years ago, the Bureau adopted a procedure for selecting external collaborators for expert examination or assessment cases, but it is no longer applied and does not function, i.e. in the audited period, internal controls and criteria were not applied against the risks for independent selection and engagement of external collaborators for specific cases.
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ACTION PLAN FOR IMPLEMENTATION OF RECOMMENDATIONS - report no.
	No.
	Recommendation
	Priority
	Management comment
	Agreed activities Yes/No
	Responsible person
	Date of implementation

	1
	The manager of the Bureau for Assessment, within the framework of their competences, should initiate activities in the Ministry of Justice for the legal clarification, regulation and arrangement of the area and scope of work of the Bureau with: clear and detailed guidelines and criteria for action, adoption of by-laws related to the basic law or possible amendments and supplements to the existing legal solution.
	Medium
	The recommendation is accepted.
	Yes
	The manager
	Immediately

	2
	The procedure for engaging external collaborators to participate in conducting expert examinations and assessments on specific cases in the Bureau for Assessment should ensure objectivity, equal treatment and equality in their selection. The procedure should be conducted transparently and publicly, with equal opportunity for selection of all applicants who meet the requirements, i.e. who have signed a Service Agreement with the Bureau, for conducting expert assessments and preparing findings and opinions.
The auditor recommends that objective and measurable criteria for the appointment and deployment of external collaborators to specific cases be adopted as soon as possible, thus ensuring a transparent, efficient and
	High
	The recommendation is accepted.
	Yes
	The manager
	Immediately
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	effective spending of the funds from the budget of the Bureau of Assessment, used for their engagement.
	
	
	
	
	

	3
	According to the Internal Control Standards in the Public Sector, the financial and operational elements of each operation should be verified by two mutually independent persons. The functions of initiating and verifying each operation must be separated. The separation of duties creates conditions for one person or organizational unit not to control all significant phases of a particular operation or event.
The compensated separation of duties and responsibilities of several persons in the Department of Financial Affairs of the Bureau for Assessment creates conditions for effective balancing of the existing conflict of jurisdiction, but taking into account the Standards and the role of the Department of Financial Affairs, as the leading organizational unit of the entire financial management and control system, the auditor recommends filling the positions with appropriate executives by providing funds in the Bureau's budget.
	Medium
	The recommendation is accepted.
	Yes
	The manager
	As soon as conditions are provided within the budget
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