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LAW ON PUBLIC INTERNAL FINANCIAL CONTROL
I. GENERAL PROVISIONS
1. Subject
Article 1
(1) This Law regulates the public internal financial control system that covers the financial management and control, internal audit and their harmonisation, established in compliance with the international standards for internal control and internal audit and the conditions and manner of conducting the examination for certified internal auditor in the public sector.  

(2) This Law regulates the organisation, standards, methodology, relations and responsibilities as well as the competences of the Minister of Finance and the consultancy bodies for public internal financial control.  

2. Coordination of the Public Internal Financial Control System 
Article 2 
(1) The Minister of Finance shall be in charge of the coordination of the development, the establishment, the implementation and the maintenance of the public internal financial control system, and on his behalf the Central Harmonisation Unit of the Public Internal Financial control System within the Ministry of Finance (hereinafter: Central Harmonisation Unit).  

(2) The coordination referred to in paragraph (1) of this Article shall be executed by the Minister of Finance through: - harmonisation and supervision of the financial management and control;   harmonisation and supervision of the internal audit; and   preparation and issuance of bylaws, manuals and directives  

3. Definitions
Article 3
Certain terms used in this Law shall have the following meaning:  

(1) Public funds shall mean all collected, received, acquired, allocated and spent funds by the subjects from the public sector, also including budget revenues, credits, expenditures and subsidies.  

(2) Public sector entities shall mean users of the funds of the Budget of the Republic of Macedonia, the Funds, the municipalities and the City of Skopje, agencies and other institutions established by law, public enterprises, public institutions and other legal entities owned by the state or in which, the state shall be shareholder.  

(3) Financial management and control shall mean a system of policies, procedures and activities established by the Head of the Entity, in order to provide reasonable assurance that the objectives of the Entity have been accomplished.  

(4) Reasonable assurance shall mean a satisfactory level of confidence for certain issue taking into account the costs, the benefits and the risks.  

(5) Responsible persons for financial management and control shall mean the Head of the Entity and the Heads of Subordinated Units within the Entity.  

(6) Financial controller shall mean a person within the Entity, authorised for control of the legality and the regularity of the proposed financial decisions, as well as their approval or negation, taking into consideration the principles of cost-effectiveness, efficiency and effectiveness. 

(7) Ex-ante financial control shall mean a procedure, by which the financial commitment shall not be undertaken and the expenditure shall not be paid without prior approval by an official hierarchically independent of the credit official and the payment ordonnator.  

(8) Credit ordonnator shall mean an authorised official who can undertake financial commitments.  

(9) Payment ordonnator shall mean an authorised official who can give payment orders;  

(10)Ex-post financial control shall mean a procedure being implemented within the entity, which shall ensure for the financial transactions in the form of commitments, expenditures or revenues, to be checked after the transaction is fully completed.  

(11)Sound financial management and control shall mean transparent, regular, economical, efficient and effective use of the available funds;  

(12)Economy shall mean minimising the resources used for achieving the planned goals or outcomes of certain activity, taking into account the determined quality of those effects or outcomes.  

(13)Effectiveness shall mean the extent to which the objectives of certain activity are achieved or the relation between the planned impact and actual impact of certain activity.  

(14)Efficiency shall mean maximising the effects or outcomes of certain activity in relation to the invested funds.  

(15)Audit trail shall mean documented flow of the financial and other transactions from their beginning until the end, in order to provide reconstruction of all separate activities and their approval. It shall cover the systems of documenting, reporting, accounting and archiving;  

(16)Cashier shall be an authorised official in charge of paying and receiving cash ;  

(17)Mandate shall mean the right for bringing decisions on behalf of the mandate giver and it can be general or special;  

(18)General mandate shall mean giving authorisation for implementing the overall competence, for which the mandate giver shall be responsible;  

(19)Special mandate shall mean authorisation given for specific cases;  

(20)Sub-mandate shall mean approval for the mandate receiver to transfer completely or partially the received authorisation to the Head of the Basic Organisational Units being under his direct responsibility.  

(21)Mandate giver shall be the head of the entity giving authorisation;  

(22)Mandate receiver shall mean an official who received authorisation by the mandate giver to decide and to act on his behalf.  

(23)Financial commitment shall mean a payment commitment expressed in the form of money, material assets, property or rights;  

(24)Risk shall be the probability of occurrence of event with a negative impact on the achievement of the objectives of the entity;  

(25)Risk management shall mean a process of ascertaining and assessing the internal and external risks which may negatively affect the fulfilment of the objectives of the entity and the implementation of the necessary controls in order to keep the exposure of the risks to an acceptable level or to decrease the consequences of possible risk to an acceptable level;  

(26)Control shall mean all activities undertaken in order to avoid or decrease the risks;  

(27)Mission shall be the main reason for existence and operations of the entity and it shall consist of working area, values and objectives that should be accomplished;  

(28)Supervision shall be managerial responsibility helping the entities in accomplishing the objectives, finishing, review and approval of the affairs, clear segregation of the duties and responsibilities awarded to each employee, systematic review of the performance of the activities of each employee at the necessary level and approval of the performance of the activities in the important areas, thus ensuring execution of the planned activities.  

(29)Basic financial reports shall mean balance sheet, balance of revenues and expenditures, consolidated balance of the capital property (inventory of the capital property), balance of obligations and notes/justification for the financial reports;  

(30)Internal audit shall mean an independent objective assurance and consulting activity, designed to add value and improve the entity `s operations. It shall help the entity in accomplishing its objectives, by applying a systematic, disciplinary approach for assessing and improving the effectiveness in the process related to risk management, control and governance.  

(31)Audit on the internal control systems shall mean an in-depth assessment of the functioning of the internal control systems;  

(32)Performance (execution) audit of the working shall mean an assessment of the economy, efficiency and effectiveness of the operations and the usage of funds in a defined area of activities or programmes;  

(33)Financial audit shall mean control of the accuracy, the completeness and the lawfulness of the accounting records and the financial statements;  

(34)Compliance (regularity) audit shall mean an assessment whether the operations are in compliance with the effective laws, bylaws and internal acts;  

(35)IT audit shall mean detailed assessment of the performance of the informational and technical systems.  

(36)Independence of the internal audit shall mean non -existence of conditions impairing the objectivity;  

(37)Objectivity in the internal audit shall mean an unbiased behaviour not being based on judgment of others;  

(38)Competence in the internal audit shall mean having relevant knowledge and skills;  

(39)Professionalism in the internal audit shall mean implementation of careful relation and skills of attentive and competent official;  

(40)Integrity in the internal audit shall mean conscientiously non- participation in an illegal activity or non- undertaking of activities t discrediting the profession of the internal auditor or the entity;  

(41)Confidentiality in the internal audit shall mean respecting the value and ownership of information that should not be disclosed without authorisation, except in cases of legal or professional commitment;  

(42)Suspicion of fraud shall mean undertaken or not undertaken act, from which, one can excusably bring a conclusion for intentional or wrong presentation of the material or financial facts;  

(43)Code of Ethics of the Internal Auditors shall mean the Code of Ethics of the Institute of Internal Auditors.  

(44)Internal Audit Charter shall mean an internal act signed by the Head of the Internal Audit Unit and the Head of the Entity, determining the objectives, the authorisations and the responsibilities of the internal audit.  

(45)International standards for internal audit shall mean the International Standards for the Professional Practise of Internal Audit of the Institute of Internal Auditors (USA/IA, Inc.).  

(46)International audit standards shall mean the standards of the International Federation of Accountants / IFAC.5  

II. FINANCIAL MANAGEMENT AND CONTROL
1. Scope of the Financial Management and Control
Article 4
(1) Financial management and control pursuant to this Law shall be applicable to budget users in the field of legislative, executive and judicial authorities (central government), Funds, the municipalities and the City of Skopje (hereinafter: entities). 

Article 5
(1) The financial management and control of the entity shall cover the financial processes of planning, executing, monitoring and reporting on:  

· collection of the revenues determined in the budget ;  

· management and control of the execution of the expenditures approved in the budget and  

· protection of the assets and liabilities, the value of which shall be recorded in the balance sheet.  

(2) The financial management and control should be implemented in all organisational units and at all levels of the entity and it shall cover all funds of the entity, including the funds from the European Union and from other sources.  

(3) The financial management and control system should be continually assessed and developed for the purpose of efficient accomplishment of the mission and the objectives of the entity.  

2. Financial Management and Control Objective
Article 6
The objective of the financial management and control shall be improving the financial management for the purpose of achieving the following general objectives:  

· Performing the activities in a proper, ethical, economical, effective and efficient manner,  

· Conformity of the operations with the laws, the other regulations, the established policy, the plans and the procedures,  

· Protecting the property and the other resources from losses caused by bad management, unjustified spending and usage, as well as from irregularities and misuses,  

· Strengthening the responsibility for successful realisation of the tasks,  

· Proper record of financial transactions  

· Timely financial reporting and monitoring the work results. 

3. Responsibility and Accountability of the Head of Entity
Article 7
(1) The head of the entity shall be in charge of the following:  

· Budget preparation, budget execution and reporting on the budget of the entity managed by him;  

· Financial management and control and internal audit in all organisational structures, programs, operations and processes, managed by him; 

· Control on keeping accounting, undertaking financial commitments, executing the payments, collecting revenues and safeguarding assets and liabilities;  

· Continuous assessment of the financial management and control system;  

· Determination and accomplishment of the objectives of the entity and preparation and realisation of the strategic and other plans as well as programs for accomplishment of the general and specific objectives of the entity;  

· Establishing an organisational structure and working procedures to ensure functioning, monitoring and development of sound financial management and control;  

· Establishing a reporting line in compliance with the transferred authorisations and responsibilities;  

· Competency of all employees for execution of the tasks in line with the financial management and control; and  

· Risk management and establishment of appropriate and efficient internal controls.  

(2) The head of the entity shall be accountable for achieving the objectives of the entity by managing public funds in a legal, economical, efficient and effective manner.  

4. Responsibility and Awarding Mandate
Article 8
(1) The head of the entity may, by an act give a mandate (general or special) to one or more managing officials being hierarchically placed directly subordinated to him.  

(2) By a mandate act a sub-mandate may be given.  

(3) The mandate or sub-mandate act may include conditions for using the authorisation.  

(4) On the basis of mandate or sub-mandate, decisions with an important political or financial impact shall not be reached without prior approval by the Head of the entity. .  

(5) Heads of Internal Organisational Units within the Entity, who have received a authority with mandate or sub-mandate can act only within the framework of the limits determined by the mandate or submandate act and they shall be responsible to the mandate giver for the usage of the mandate.  

(6) Decisions regarding the mandate shall be made and signed on behalf of the head of the entity. The head of the entity shall, after the given mandate continue to be responsible for all reached decisions also including the decisions referring to financial management and control.  

(7) The Minister of Finance shall closely stipulate the manner for granting mandates  

5. Financial Affairs Unit
Article 9
(1) Head of the Entity shall establish a special Organisational Unit for Financial Affairs (hereinafter: Financial Affairs Unit) as Department or Unit, the Head of which shall be directly responsible to the head of the entity and the highest managing civil servant.  

(2) Financial Affairs Unit shall be in charge of performing the activities in the field of financial management and control. 
(3) The Minister of Finance shall stipulate the manner of performance of the task under the competence of the Financial Affairs Unit.  
6. Requirements to be fulfilled by the Head of the Financial Affairs Unit
Article 10
Person, who despite the general employment requirements determined by law, should also meet other requirements, may be appointed as Head of Financial Affairs Unit, those being:  

· University degree in the field of economics;  

· 
At least three years of working experience in the field of finance; and  

· 
He/she has not been, by a court decision prohibition to perform activity or profession, during the prohibition.  

7. Competences of the Head of Financial Affairs Unit
Article 11
(1) Head of Financial Affairs Unit shall supervise and advices the management of the entity particularly for:  

· 
Budget control (control of budget formulation and execution);  

· Ex-ante financial control;  

·  Control of the execution of the established policy and the operational management (supervision over the whole process of the internal management and control);  

· Accounting and  

· Budget and financial reporting.  

(2) Head of Financial Affairs Unit shall:  

· 
co-ordinate the process for preparation and amendments and modifications to the budget and the strategic plan of the entity.  

· co-ordinate the process for development, establishment, implementation and maintenance of the financial management and control.  

· co-ordinate the process of accounting recording of the budget execution and the preparation of the annual account and the Annual Finance Report referred to in Article 49 of this Law.  

· obligatory give an opinion upon the draft acts prepared by the other Organisational Units within the entity and the draft acts of other entities that have or may financial implications on the budget of the entity.  

· Implement ex ante and ex post financial control.  

· 
protect the assets and liabilities, the value of which shall be recorded in the balance sheet.  

Article 12
(1) Head of Financial Affairs Unit shall prepare a plan for the establishment of the financial management and control as well as a methodology for implementation of the plan being approved by the head of the entity.  

(2) Head of Financial Affairs Unit may adequately to the needs and specifications in the operations of the entity appoint a Coordinator for Financial Management and Control operationally implementing and coordinating the establishment and the development of the financial management and control within the entity. The Coordinator for Financial Management and Control shall not be allowed to fulfil ex ante and ex post control activities.  

(3) Persons in charge of the establishment and the development of the financial management and control referred to in paragraphs (1) and (2) of this Article and the persons in charge of the implementation of special types of control referred to in Article 21 paragraph (1) of this Law, shall be obliged to undergo a training in accordance with a Programme for Training in Establishment and Development of Financial Management and Control adopted by the Minister of Finance, as well as to cooperate with the Central Harmonisation Unit within the Ministry of Finance in relation to the establishment and the development of financial management and control.  

(4) The Central Harmonisation Unit shall prepare and update a Manual for Financial Management and Control being approved by the Minister of Finance. The Manual for Financial Management and Control shall include guidelines for establishment and implementation of the financial management and control.  

8. Finаnсiаl Management and Control Components
Аrtiсlе 13
(1) Financial management and control shall be implemented on the basis of internationally accepted standards for internal control, through the application of the following, mutually related components:  

· Соntrоl еnvirоnmеnt,  

· Risk mаnаgеmеnt,  

· Соntrоls,  

· Infоrmаtiоn аnd соmmuniсаtiоn, and   
· Моnitоring.  

(2) The internationally accepted standards for internal control shall be published in the “Official Gazette” by the Minister of Finance.  

9. Control Environment
Аrtiсlе 14
The control environment shall include the following:  

· 
Personal and professional integrity of the management and the staff of the entity,  

· Management philosophy and style of work of the management,  

· Organisational structure, ensuring segregation of responsibilities, hierarchy and clear rules, rights, obligations and levels of reporting,  

· 
Policies and practices of human resource management,   

· Competence of staff.  

10. Risk Mаnаgеmеnt
Аrtiсlе 15
(1) The risk management shall include identification, assessment and control over potential events or situations that might have an adverse effect on the achievement of the entity objectives for the purpose of ensuring reasonable assurance that the objectives will be attained.  

(2) Regarding the implementation of the activities referred to in paragraph (1) of this Article, the Head of the Entity shall adopt Risk Management Strategy, which shall be updated every three years and in the cases when the risks significantly change . The controls aimed at minimising the risk should be analyzed and updated at least once a year. 

11.Соntrоls
Аrtiсlе 16
Controls shall include the following:  

· Procedures for authorisation and approval;  

· 
Segregation of duties in a manner not allowing to an official y be at the same time responsible for authorisation, execution, accounting and control;  

· Double signature system;  

· Rules for access to assets and information;  

· Ex-ante and ex post financial control;  

· Procedures for full, correct, precise and prompt accounting of all transactions;  

· Report and review of activities - assessment of the transactions' efficiency and effectiveness;  

· Mоnitоring рrосеdurеs;  

· Prосеdurеs for humаn rеsоurсеs mаnаgеmеnt;  

· 
Rulеs on thе dосumеntаtiоn оf аll trаnsасtiоns аnd асtiоns rеlаtеd tо thе entity’s асtivities.  

12. Infоrmаtiоn аnd Cоmmuniсаtiоn
Аrtiсlе 17
Infоrmаtiоn аnd соmmuniсаtiоn shall include the following:  

· Identification, соllесtiоn аnd dissеminаtiоn оf rеliаblеаnd trustwоrthу infоrmаtiоn in аррrорriаtе fоrm аnd timеfrаmе, enabling to аnу responsible оffiсiаl tо undertаkесеrtаin rеsроnsibilitу;  

· Effective hоrizоntаl аnd vеrtiсаl соmmuniсаtiоn at аll hiеrаrсhiсаl lеvеls in thе entity;  

· Building оf аn аррrорriаtе infоrmаtiоn sуstеm fоr mаnаgеmеnt оf thе entity so as for аll еmрlоуееs' to get acquainted with the сlеаr аnd рrесisе guidеlinеs аnd instruсtiоns оn thеir rоlеаnd rеsроnsibilitiеs related to thе finаnсiаl mаnаgеmеnt аnd соntrоl;  

· Dосumеntаtiоn аnd and graphic display соntаining rulеs fоr drаfting, ехесutiоn, transfer, usage аnd аrсhiving оf dосumеnts;  

· Dосumеntаtiоn оf аll ореrаtiоnal рrосеssеs аnd trаnsасtiоns to the end of еnsuring аn аdеquаtеаudit trаil ;  

· Thе dеvеlорmеnt оf аn еffесtivе, timеlуаnd rеliаblе rероrting sуstеm inсluding: lеvеls аnd final dеаdlinеs fоr rероrting; rероrts рrеsеntеd tо mаnаgеrs; fоrms оf rероrting uроn dеtесtiоn оf еrrоrs, irrеgulаritiеs, misusе, frаuds оr misаррrорriаtiоns.  

13. Моnitоring
Аrtiсlе 18
(1) Monitoring shall mean check of the аdеquаtе functioning оf thе financial mаnаgеmеnt аnd соntrоl system.  

(2) Моnitоring of the financial management and control should be carried out particularly through constant monitoring, sеlf-аssеssmеnts аnd internal audits.  

(3) Head of the Entity shall, through the Financial Affairs Unit during the year, perform self-assessments of the separate processes of the financial management and control system in the entity managed by him, and once in five years he shall implement self-assessment of the structure and the functioning of the whole financial management and control system. 

(4) Notwithstanding paragraph (3) of this Article, the self-assessment may not be implemented in specific organisational part within the entity or for specific financial process if the result from the risk management gives good arguments for non-implementation of the self-assessment.  

(5) Head of Financial Affairs Unit shall inform the Head of Internal Audit Unit about the results of the executed self-assessments.  

(6) With regard to the Annual Financial Report referred to in Article 47 of this Law, the head of entity shall prepare on both the self-assessments referred to in paragraph (3) of this Article being performed in the respective year and the results from these self-assessments not being completely positive.  

(7) 47, Report referred to in paragraph (6) of this Article shall include the comments of the head of the entity referring to the recommendations of the self-assessments.  

(8) Head of еntity shall give opinion on the financial management and control in the Annual Financial Report referred to in Article 47 of this Law.  

14. Principles of Accounting and Financial Reporting
Article 19
(1) The head of the entity shall establish accounting and financial reporting providing him with relevant information in order to be able to monitor and to be responsible for the functioning of the financial management and control within the entity.  

(2) Accounting shall be established and shall function in compliance with the principles of regularity, efficiency, economy, verifiability and orderliness.  

(3) The head of the entity shall be in charge of verification of the conformity of the data received by third parties with the principles referred to in paragraph (2) of this Article, if the revenues or the expenditures depend on those data.  

15. Financial Commitments Ordonnator, Payment Ordonnator and Cashier
Article 20
(1) The head of the entity may assign persons authorised for undertaking financial commitments, persons authorised for payment and cashiers.  

(2) One person may perform only one of the tasks referred to in paragraph (1) of this Article and should be hierarchically independent of the other persons of referred to in paragraph (1) of this Article.  

(3) The Minister of Finance shall prescribe the manner of conducting the general financial processes.  

16. Ex-ante and Ex-post Financial Control
Article 21
(1) The head of the entity shall be in charge of ex-ante and ex-post financial control.  

(2) The head of entity shall decide for the manner of implementing the ex-ante and ex-post controls taking into consideration the need and the specifications of the operations after the implemented risk analyses.  

(3) Ex-post financial control shall provide the instruments for removing the detected irregularities of the internal controls and it should not be implemented by persons being in charge of ex-ante financial control;  

(4) The ex-post control shall also include detective control carried out after full implementation of the approved financial decisions and transaction for the purpose of minimising the risk of undesirable consequences and improving the procedures or ex -ante controls.

17. Special Financial Commitments
Article 22
(1) The head of the entity can assume financial commitments in the form of money, material assets, property or rights on behalf of the Republic of Macedonia for awarding subsidies, grants, pecuniary assistance, loans or guarantees to a third party and share in equity, only if it is determined by law.  

(2) When proposing adoption of Law on Assuming Financial Commitments referred to in paragraph (1) of this Article, prior written consent by the Minister of Finance shall be necessary.  

III. INTERNAL AUDIT
1. Objective, Role and Internal Audit Principles
Article 23
The objective of the internal audit shall be providing the head of public sector entity with an independent reasonable objective assurance and advice to the end of improving the operations of the entity and increasing the effectiveness of the internal control systems.  
Article 24
Role of the internal audit shall be giving support to the heads of the public sector entity in the accomplishment of the objectives of the entity through:  

a. Preparation of strategic and annual plans for internal audit on the basis of an objective risk assessment, as well as performing separate internal audits in accordance with the adopted audit plans.  

b. Assessment of the adequacy, economy, efficiency, effectiveness of the financial management and control system for determination assessment and risk management by the management of the entity in relation to: 

· Conformity with the laws, by-laws and the internal acts and contracts;  

· Credibility and completeness of the financial and operational information;  

· Safety of the property and the information; and  

· Performance of the tasks and accomplishment of the objectives.  

c. Giving recommendations for improving the operations and the work procedure.  

d. Monitoring of the implementation of measures undertaken by the head of public sector entity on the basis of executed audits.  

Article 25
The internal audit shall be implemented in compliance with the principles of legality, independence, objectivity, competency, professionalism, integrity and confidentiality.  

2. Standards and Methodology for Execution of Internal Audit

Article 26
(1) The internal audit shall be executed in compliance with the accepted standards for professional execution of the internal audit, this Law, the by-laws adopted on the basis of this Law, the Internal Audit Charter and the internal acts of the public sector entity harmonised with this Law.  

(2) The internal auditors shall, with regard to their operations, in addition to the acts referred to in paragraph (1) of this Article, be also obliged to implement the Code of Ethics of the internal auditors and the guidelines and the Internal Audit Manual referred to in Article 27 of this Law.  

(3) The Standards for Professional Practice of the Internal Audit shall mean the International standards for internal audit published in Official Gazette by the Minister of Finance.  

(4) Minister of Finance shall proscribe the Internal Audit Charter and the Code of Ethics of Internal Auditors.  

Article 27
The Central Harmonisation Unit shall prepare and update Internal Audit Manual being approved by the Minister of Finance. The internal Audit Manual shall determine the methodology for work and execution of the internal audit.  

3. Types of Internal Audit
Article 28
Internal audit shall include the following:

· Financial audit;  

· Compliance audit (regularity);  

· Audit on the internal control systems;  

· Performance audit (execution) ; and  

·  IT audit  

4. Internal audit Sсоре аnd Orgаnisаtiоn
Article 29
(1) Intеrnаl аudit shall be performed in аll organisational struсturеs, рrоgrаmmеs, асtivitiеs аnd рrосеssеs in the public sector entities.  

(2) Iinternal Audit Unit shall be established as a Unit with at least two internal auditors, also including the Head of Internal Audit Unit i.e. as a Department with at least five internal auditors, also including the Head of Internal Audit Department.  

Article 30
(1) Intеrnаl Аudit Unit shall be mandatory established in:  

- The Раrliаmеnt of the Republic of Macedonia, the National Bank of the Republic of Macedonia, the 

General Secretariat of the Government of the Republic of Macedonia, thе JudiсiаrуСоunсil of the 

Republic of Macedonia, the ministries, thе Pension and Disability Insurance Fund of the Republic of 

Macedonia the Неаlth Insurаnсе Fund of the Republic of Macedonia, Agency for State Roads of the Republic of Macedonia Employment Agency of the Republic of Macedonia and the Сivil Sеrvаnts Agency;  

(2) Intеrnаl Аudit Unit shall be also mandatory established as in all public sector entities, which average annual budget/financial plan was above Denar 50 million in the last three years.  

· Public sector entity, which average annual budget/financial plan did not exceed Denar 50 million in the last three years shall organise the internal audit by engaging:  

· Intеrnаl аuditоr/s frоm Internal Audit Unit from оthеr public sector entity, оn thе bаsis оf аn аgrееmеnt concluded bеtwееn thе heads of the both public sector entities; or  

· Аuditоr/s listеd in thе intеrnаl аuditоrs rеgistry rеfеrrеd tо in Article 48 of this Law.  
(4) Abolished by the Constitutional Court 

Аrticle 31
(1) Head of public sector entity shall establish an Internal Audit Unit in line with the following criteria:  

· With at least one internal auditor and Head of Internal Audit Unit if thе average budgеt/financial plan оf thе rеsресtivе public sector entity was at least Denar 50 million in the last three years also inсluding thе EU –financed Funds and Programmes.  

· with at least three internal auditors and Head of Internal Audit Unit if the average budgеt/financial plan оf thе rеsресtivе public sector entity was at least Denar 500 million in the last three years, also inсluding ; EU –financed Funds and Programmes  

· with at least four internal auditors and Head of Internal Audit Unit if thе average budgеt/financial plan оf thе rеsресtivеpublic sector entitywas at least Denar 2 billion also including EU –financed Funds and Programmes.  

· With at least one intеrnаl аuditоr of every five budget users.  

(2) Thе minimum numbеr оf employees in the Intеrnаl Аudit Unit rеfеггеd tо in paragraph (1) of this Article shаll nоt inсludе the trainees auditors of referred to in paragraph (4) Article 36, of this Law.  

Article 32
(1) Thе Intеrnаl Аudit Unit shall реrfоrm intеrnаl аudit in the public sector entity, the spending units, аll struсturеs, рrоgrаmmеs, асtivitiеs аnd рrосеssеs, also inсluding thоsеоf the beneficiaries of the resources from the EU Funds, as well as in the legal entities and natural persons with which the entity were performing internal audit have business relations and which using public funds.  

(2) Thе Intеrnаl Аudit Unit, within the entity in charge of thе mаnаgеmеnt оf inter-agency рrоgrаmmеs/рrоjесts, shаll сооrdinаtе thе operations оf thе Intеrnаl Аudit Units оf thе public sector entities раrtiсiраting in the implementation of the рrоgrаmmеs/рrоjесts.  

5. Organisational, Professional and Functional Independence of the internal Audit Unit
Article 33
(1) The Internal Audit Unit shall be organisationally and functionally independent and directly and solely responsible to the head of the public sector entity.  

(2) The functional independence of the Internal Audit Unit shall be ensured through its independence of the other organisational units of the entity in the planning of the operations, the execution of the internal audit and the reporting.  

(3) The head of the Internal Audit Unit and the internal auditors shall be independent when performing the internal audit, being executed skillfully and professionally by applying methodology based on the international standards for internal audit, as well as the principles and the rules for behavior determined under of the Code of Ethics of Internal Auditors as well as the instructions or the guidelines by the Minister of Finance.  

(4) Head the Internal Audit Unit and the internal auditors should not perform financial management and control tasks and other tasks in the entity not arising from the internal audit function.  

(5) The head of the Internal Audit Unit and the internal auditors may not be dismissed or transferred to another working post due to reporting on certain situations or giving certain recommendations. 

(6) Before undertaking disciplinary measures, redeployment, or dismissal of the Head of the Internal Audit Unit and the internal auditors, the head of the public sector entity shall be obliged to inform the Central Harmonisation Unit and to enclose the necessary documentation.  

(7) Abolished by the Constitutional Court 

Article 34
(1) The Head of Internal Audit Unit shall be obliged to directly inform the head of the public sector entity on all audit affairs within the public sector entity, and particularly on the following:  

· The regularity, effectiveness and the efficiency of the budget/financial plan execution  

· The regularity and the efficiency of the internal financial control also including the management of the funds and  

· The conformity of the accounting reports on the budget/financial plan execution with the accounting standards.  

(2) Head of Internal Audit Unit shall give opinions on the internal rules and acts of the public sector entity with regard to issues related to internal financial control and internal audit before these rules and acts become effective.  

(3) The head of Internal Audit Unit shall advice all managing officials in the public sector entity about the risk management.  

6.Requirements to be fulfilled by thе Hеаd оf Internal Audit Unit, Certified Internal auditors аnd Intеrnаl Auditоrs
Article 35
(1) For the head of the internal audit unit may be appointed: 

· certified internal auditor who meets the requirements of Article 36 paragraph (2), items 1, 2 and 4 of this Law; 

· has at least three years experience in internal or external audit.  

(2) Тhе fоllоwing persons саnnоt bеарроintеd аs hеаd оf intеrnаl аudit Pеrsоn whоsе sроusе, геlаtivе in а diгесt linе withоut limitаtiоn, in асоllаtегаl linе uр tо thе fоuгth dеgrее, оr bу mагriаgе uр tо thе fоurth dеgrееаrеоr hаvе bееn еmрlоуеd in а mаnаging роsitiоn in thе public sector entity in the previous two уеаrs.  

(3) Тhе head of the entity shall be informed in writing about the сiгсumstаnсеs referred to in paragraph (2) of this Artcile, bу the аррliсаnt fоr thероsitiоn оf Hеаd оf Intеrnаl Audit Unit during the арроintmеnt.  

Аrticle 36
(1) Certified Intеrnаl Auditоrs and internal auditors shаll bеарроintеd bу thе head of the entity.  

(2) Individuаls, whо in addition to the general requirements determined by law also mееt specific rеquirеmеnts may be assigned аs certified intеrnаl аuditоrs, those being the following:  

· highеr еduсаtiоn;  

·  training and passed exam fоr certifiedintеrnаl аuditоr in thерubliс sесtоr according to a Programme for Taking Exam for Certified Intеrnаl Auditor оr possession of intеrnаtiоnаllу rесоgnisеd аudit сеrtifiсаtе;  

· At least 2 years working experience in internal or external audit; and  

· He/she has not been pronounced, by a court decision prohibition to perform activity or profession, during the prohibition,  

(3) Individuаls, whо in addition to the general requirements determined by law also mееt specific rеquirеmеnts may be appointed as аs intеrnаl аuditоrs, those being the following:  

· highеr еduсаtiоn;  

· At lеаst 2 уеаrs оf working ехреriеnсе in thе fiеld оf intеrnаl оr ехtеrnаl аudit; and  

· He/she has not been , by a court decision prohibition to perform activity or profession , during the prohibition  

(4) Individuаls, who addition to the general requirements determined by law also mееt specific rеquirеmеnts may be appointed as intеrnаl аuditоrs, those being the following:  

· highеr еduсаtiоn; and  

· He/she has not been , by a court decision prohibition to perform activity or profession , during the prohibition;  

(5) After thереriоd of 2 years, the trainee auditor shall bеарроintеd аs an intеrnаl аuditоr.  

(6) The training referred to in paragraph (2), indent 2 of this Article shall be coordinated by the Central Harmonisation Unit.  

6-a.Terms and method of conducting training and examination for certified internal auditor in the 

public sector 
Article 36 -a 

(1) Training and exam for certified internal auditor in the public sector (hereinafter training and exam) may attend or take persons who have completed four years of high school VII / 1 with work at least two years in internal or external audit in entities public sector entities. 

(2) Training and exam can attend or take and persons with higher education completed four years of high school VII / 1 with work at least three years in internal or external audit in trade companies and other legal entities or associations of citizens. 

(3) Training and exam can attend or take persons who completed university degree in business or economics who studied under the Bologna Declaration and have 240 credits under the European Credit Transfer System (ECTS) to work for at least one year of internal or external audit in the public sector entities . 

( 4 ) Training and exam can attend or take and persons who completed university degree in business or economics who studied under the Bologna Declaration and have 240 credits under the European Credit Transfer System (ECTS) to work for at least two years in internal or external audit companies and other legal persons or associations of citizens . 

(5) The time spent on practice for vocational training in the units internal and / or external audit units in the public sector, trade companies and other legal entities and associations of citizens, in accordance with law, in relation to the requirements for passing the exam is regarded as a time spent at work in these entities. 

(6) Candidates who successfully take the training and passed the part of relevant modules of the exam within the internationally recognized CIPFA Auditing Certificate for internal auditor in the public sector are recognized for laid, and within this exam shall take not passed modules and after their passing is issued certificate according Article 36 – q of this law. 

Article 36 - b 

(1) Government of the Republic of Macedonia on the proposal of the Ministry of Finance for each fiscal year adopted program for training and examination for certified internal auditors in the public sector in which are defining the basic elements of the program including: the number of candidates, the funding from the budget of the Republic of Macedonia, financing of candidates participants and more. 

(2) Ministry of Finance on the basis of the approved program of paragraph (1) of this Article, in two daily newspapers of which one on the language is spoken by 20% of the communities, shall announce call for applications for participants in the program. 

(3) The request for training and exam for certified internal auditor in the public sector applicant shall submit to the Ministry of Finance. 

(4) With the request for training and exam candidate shall submit evidence of compliance requirements for taking the exam for Certified Internal Auditor as prescribed by the law. 

(5) Candidate of paragraph (4) of this Article, attended a five-day introductory training and to take elimination test in the field of accounting. 
(6)  Training and testing of paragraph (5) of this Article shall be implemented educator module accounting.

(7) A candidate who has passed the test elimination of paragraph (5) of this Article, the Minister of Finance signed an agreement on training and examination for certified internal auditor in the public sector.

(8) After signing the contract under paragraph (7) of this article, candidates receive an identification number, schedule periods to maintain the training and schedule for the dates for holding the exams prepared on the basis of the program of Article 36-d paragraph (1) of this law. 

Article 36 - c 

Exam can take persons who were present at least 80% of the organized training classes for each module separately. 

Article 36- d 

(1) Training and exam are implemented according to program for module content and deadlines within are conducted trainings and exams. 

(2) The program referred to in paragraph (1) of this Article shall be adopted by the Minister of Finance. 

(3) For each module is organized ten-day training that implemented people with knowledge and experience in the relevant module of paragraph (1) of this Article
Article 36 - e 

(1) Training and exam are composed of four modules including: 

· legal system, public finance, public sector accounting, public procurement, civil and public servants and protection of information; 

· basis of internal audit;  

· accounting and financial reporting in the public sector and  

· management and control. 

(2) The first three modules are taken in writing by answering on specified number of questions, and a fourth module consists of a description of individual case for risk management  and establishing internal control in certain entity (case study). 

(3)  For    each module is organized 10 days training being conducted people with knowledge and experience in the relevant module of paragraph (1) of this Article. ". 

Article 36 - f 

(1)  Educators Article 36 e paragraph (3) of this Law shall prepare a base of at least 200 questions and answers for the first module of the exam and for the second and third module at least 200 examples of tasks and respond." 
(2) Issues of paragraph (1) of this Article shall verify Committee established by the Minister of Finance consists of: 
· a university professor in the field of accounting and auditing;  
· two managerial civil servants from the Ministry of Finance and 
· two persons who have a certificate for certified internal auditor in the public sector


. 

(3) The Commission of paragraph (2) of this Article shall perform audit and updating of the matters referred to in paragraph (1) of this Article, at least twice a year.   
(4) Within  the audit commission has particularly in mind the changes in the regulations that is based the question, the number of candidates who responded, success in answering these and other criteria that may affect the improvement of the quality of the base of paragraph (1) of this Article. 
(5) Based on the review and updating of the issues, the Commission decided at least 30% of the questions from the base of paragraph (1) of this Article shall be modified or completely removed and replaced. 
(6) Educators and members of the Commission for verification of paragraphs (1) and (2) of this Article shall be entitled to remuneration as determined by the Minister of Finance. 

(7) The annual amount of compensation referred to in paragraph (6) of this Article shall not exceed the amount of two average salaries in the Republic of Macedonia in the previous year, published by the State Statistical Office. 
Article 36 – g 

(1) Professional and administrative work for the implementation of the examination conducted by the Ministry of Finance, the Minister of Finance determines the responsible person who determines whether the applicant meets the requirements for the exam and test technical implementing legal person registered in the Central Registry selected public announcement by the Ministry of Finance.

(2) The responsible person referred to in paragraph (1) of this Article for each examination session held entitled to compensation, the amount of one third of the average net salary in Macedonia, where the Ministry of Finance shall make a decision.  (Nov stav)
Article 36 - h 

(1) A candidate shall be allowed to start taking the exam in the first session following the date of the approved request for examination.  
(2) Candidate of paragraph (1) of this Article shall not later than eight days before the exam, by e-mail to report the participation on the exam.  

Article 36 – i 

(1) The exam is taken in a room equipped for taking an exam with material-technical and IT equipment, internet connection and recording equipment taking.  

(2)   . Candidates who have the approval of the examination and the public informed of the date and time of the exam, at least eight days before the exam through the website of the Ministry of Finance and the Public Broadcasting Service. 
(3) The examination is recorded and live broadcast on the website of the Ministry of Finance, and if for technical reasons the recording is broken, footage of the exam are placed on the website of the Ministry of Finance.  

(4) Legal entity that conducts the exam should fulfill premises and material technical equipment of the premises for the exam, which conditions shall prescribe the Minister of Finance. 

(5) In the premise for the exam, during the exam present two authorized representatives of the Ministry of Finance and a representative of the Government of the Republic of Macedonija on the proposal of the Cabinet on the Prezident of the Government of the Republic of Macedonia and Informatics proposed by the Ministry of Information Society and Administration.  

(6) Representatives of paragraph (5) of this Article for each examination session held are entitled to compensation, the amount of one third of the average net salary in Macedonia, where the Ministry of Finance shall make a decision. 
(7) The authorized legal person that technically conduct the exam is obliged to block radio frequency band in the room for examination during the examinations.

(8) Agency for Electronic Communications (hereinafter: AEC) continuous monitoring of blocking radio frequency band in the room for the examination in order to prevent any type of electronic communication with the environment outside the room for examination.

(9) AEK in the room for the exam install measuring equipment that provides an electronic record of the measurements for 30 days, and are stored in the central control system of the AEC.

(10) AEK formed a three-member commission prepares a report based on electronic records stored in the central control system of the AEC and submit it to the Ministry of Finance within 15 days of completion of the examination. "

Article 36 - j 

(1) Before the exam, the representative of the Ministry of Finance to identify the identity of candidate with reviews the ID. 

(2) On the candidate during the exam is allowed using only the pen and calculator. 

(3) On the candidate during the exam is not allowed to contact with other candidates or persons , except with Informatics of Article 36 i - paragraph ( 5 ) of this Law , in case if there is a technical problem with the computer. 

(4) If the technical problems with the computer shall be removed for five minutes exam continues, and if not removed within this deadline, exam only for that candidate are broken and will be held no later than three days after the termination of the exam. 

(5) If there are problems with more than five computers and they are not removed within five minutes the exam is interrupted for all candidates who take the exam and will be held no later than three days after the termination of the exam. 

(6) The persons of Article 36-i, paragraph (5) of this Law during the exam should not be kept longer than five minutes near the candidate takes the exam for certified internal auditor in the public sector , except in case of removing technical problem when  not allowed to remain longer than five minutes. 

(7)  If the candidate in the examination acts contrary to paragraphs (2) and (3) of this article shall not be allowed further examination in that period is imposed ban on the examination for a period of three years, the Ministry Finance adopted a decision against which can initiate an administrative dispute before the competent court within 30 days of receipt. 
(8) In the cases of paragraph (4) of this Article, means that the candidate has not passed the exam for that module and it is noted in the minutes of the exam.  
Article 36 - k 

(1) The exam is held by passing the first three modules separately, after following the training for each module. 

(2) The fourth module is taken by giving us a case study within 15 days after the completion of this training module. 

(3) Training for each module is obliged. Passing the previous module is not a requirement for training and passing the next module. 

(4) A candidate who didn`t pass the exam in the first examination period has a right to pass in the next 2 additional terms. 
Article 36 - l 
(1)   The first module of the exam contains 50 questions with five options for completing one of which is correct , the two are similar and the two are not accurate.  
(2)  The second and third module of the exam contains five tasks from the first task is mandatory, the remaining four candidate chooses three.
(3) The fourth module is making a study of individual case management risks and establishing internal control on choice of candidate . 

Article 36 - m 
(1) Taking the first  module   of the exam is done by answering a number of questions in terms of solving the electronic test on computer. 
(2) The questions of the test depending on the severity, measured by points specified in the test. 
(3) Taking the second and third module of the exam is done by solving the tasks of paragraph (2) of Article 36-l of this law. 
(4)  The evaluation of the solution of the second and third modul is performed by educators according to set points in the task and the fourth module in accordance with the instructions posted on the website of Ministry of finance 
(5) Passing the fourth module of the exam is done by submitting a case study. 
(6)  Database of the questions and answers for passing the first module is stored in a sole electronic system for examination in the Ministry of finance and is publicly available, and examples of tasks and answers are published on the website of the Ministry of finance and are publicly available.
(7)   The number of questions in the database of paragraph (6) shall be increased by 10% per year.
(8) The results of passing the first module of the exam are available to the candidate on the computer on which sat the exam, immediately after its completion.
(9)  After implemented elimination test to candidates under Article 36-b paragraph (5) of this law and conducted (implemented) the exam of the second and third module, the authorized representatives of the Ministry of finance of article 36-i paragraph (5) of this law, the test and answers tasks immediately scanned submit electronically to the responsible person referred to in Article 36-g, the paragraph (1) of this Act. 
(10) The results of taking whole modules of the exam and on the identification numbers are published on the website of the Ministry of Finance within 30 days of the day of taking the exam. 
Article 36 - n 
(1) On the day of taking the first  module of the exam, the representative of the Ministry of Finance gives the candidate access code or password which is granted access to electronic system of Article 36-m of this Law. 
(2) After approved the access, the candidate receives electronic test for exam, computer generated, which contents of randomly determines the software on electronic system of paragraph (6) of article 36-m of this law. 
(3) The first, second and third module of the exam, containing instructions on how to resolve it, for which the representative of the Ministry of Finance provides clarification before start the exam. 
(4) Electronic system for the examination can not allow the existence of identical content of electronic test for first  module of the exam in one session for more than one candidate. 
( 5 ) The Ministry of Finance is established the sole electronic system for examination . 
Article 36 - o 
(1) In case of disability on implementation of the first  module of the exam, because of reasons leading to technical failure of operation of the electronic system, the exam is interrupted. 
(2) If the reason of paragraph (1) of this Article shall be removed within 60 minutes of the termination of the examination, it shall be extended immediately after their removal. 
(3) If the reason of paragraph (1) of this Article shall not be removed in the date from paragraph (2) of this Article, exam reschedule for another date. 
Article 36 - p 
(1)  The total time determined for answering questions of tests for taking (passing) the first module is 120 minutes.
(2) The total time determined for answering questions for taking (passing) second and third module is 180 minutes.
(3)  It is believed (consideret) that the exam has passed the who achieved at least 50% of the total envisaged points.
Article 36 - q. 
(1) On the candidates who have passed all four modules are issued a certificate of certified internal auditor in the public sector within 15 days of completion of the exam. 
(2) The form and content of the certificate of paragraph (1) of this Article shall be prescribed by the Minister of Finance. 
Article 36 - r 
  On the request of the candidate, the Ministry of finance allows immediate insight of the  exam results.
Article 36 - s 
(1) The cost of examination and correction of the examination shall be borne by the candidate if the institution where is employed does not pay. 
(2) The fee referred to paragraph (1) of this Article shall be determined by the Minister of Finance on the basis of real costs incurred for examination, necessary for the implementation of the first, second and third module of the exam, preparation of databases issues, implementation of electronic test , preparation of materials and invitations and preparing certificates. 
(3) The cost of examination shall be paid on account of the revenues of the Ministry of Finance. 
(4) If costs are not paid on proper account of the Ministry of Finance  prior to the start of the exam, the candidate will not allow taking the exam. 
(5) If the candidate within one year from the date of payment does not take the exam, the paid funds are returned according with law. 
Article 36 - t 
(1) Materials of held exams, especially paper versions of tests and tasks for the examination for certified internal auditor in the public sector and schemes for check the accuracy of the answers to the test and tasks, as well as footage of held exams are keep in the Ministry of Finance. 
(2) The Minister of Finance established the Audit Commission for audit of held exams for certified internal auditor in the public sector, which in his work uses material from paragraph (1) of this Article. In the Audit Commission, among other members, obliged are member a representative of Government of the Republic of Macedonia and informatics from Ministry of Information Society and Administration designated by the Government of the Republic of Macedonia. 
(3)  Commission under paragraph (2) of this Article shall meet after each held a test session and review the conduct of the test, including whether the examination was taken the candidates who qualify for the examination under Article 36 a of this law, but not prior to the implementation of this law, wich shall submit a report to the Ministry of Finance 
(4) The members of the  commission referred to in paragraph (2) of this Article are entitled toa fee (compensation), wich annually amounts to an average net salary in Macedonia, where the Ministry of Finance shall make a decision.
(5) Audit Commission has the right to audit and on the manner of conducting the examinations held in the last five years to the day of the meeting of the Audit Commission, but not earlier than the date of application of this law. 
(6) If the Audit Commission finds irregularities in the conduct of the examination for certified internal auditor in the public sector by individuals from paragraph (5) of Article 36-j of this law, proposed revocation the certificate from Article 36 - q of this law. 
(7) The Ministry of Finance shall make a decision to revoke the certificate on the basis of the proposal of Audit Commission within three days of receipt of the proposal. 
(8) Against the decision from paragraph (6) of this Article may initiate administrative proceedings before the competent court within 30 days of receipt of the decision. " 
7. Internal Auditor Rights 
Article 37 
(1) The Internal Auditor shall have the following rights:  
· To enter the premises of the public sector entity being audited, taking into account the rules for security and good behavior.  
· To have access to the relevant documents related to the audit within the public sector entity, as well as the documents including data with certain degree of secrecy and other documents and data kept in electronic form, observing the regulations for protection of both classified information and personal data. To request certified copies, statements or certificates of these documents and in specific cases to take the original documents leaving a copy with acknowledgement of receipt;  
· To request oral or written information from any employee or head in the public sector entity being audited;  
· To request information from any information holder in the public sector entity; and  
· To request information from other institutions in relation to the operations and the management of the public sector entity, being audited.  
8. Conflict of interest 
Article 38 
The head of the internal audit unit or the internal auditor should not participate in the audit if one of the following conflicts of interests is present: 
· During the previous year, the head of the internal audit unit or the auditor was employed in the organizational unit of the public sector entity, being audited,  
· During the previous year the head of the internal audit unit or the auditor, spouse or relative up to second degree managed in the public sector being audited , 
· Head of the internal audit unit or the auditor, spouse or relative up to second degree have a share or shares in entities that use means that government expenditures , a having business relationships with entities in the public sector are audited and 
· There are other circumstances that could give rise to a conflict of interest in evaluating the Head of Internal Audit Unit which he gives an explanation in writing. 
Article 39 
The Head of the public sector entity i.e. the heads and the employees in the public sector entity, being audited shall have the following obligations:  
· To assist and cooperate during the audit;  
· To provide oral or written information, statements upon request by the auditor’ request, access to documents, electronic data bases or any information bearer;  
· To submit certified copies of the requested documents, as well as to submit the requested original documents with acknowledgment of receipt thereof;  
· 
Upon request by the auditor, to give a statement for the completeness of documents and the data;  
· According to the audit findings and recommendations, to prepare and submit to the Head of Internal Audit Unit an action plan for implementation of the recommendations, identifying the responsible persons and the final deadlines for undertaking the necessary measures within their competences;  
· To implement the recommendations and to inform the head of public sector entity and the Head of Internal Audit Unit on the implementation of the action plan; and   
· To provide appropriate working conditions for the auditors.  
9. Planning the Internal Audit 
Article 40 
(1) The internal audit shall be performed on the basis of:  
· Strategic Plan for period of three years,  
· Annual Plan and  
· Individual Audit Plan.  
(2) The strategic and the annual plan for performing the internal audit shall be adopted by the Head of Internal Audit Unit after consent obtained by the head of the public sector entity on the basis of the carried out risk assessment.  
(3) The Head of Internal Audit Unit shall, for each individual audit approves a plan and programme, describe more specifically the audit procedures.  
(4) The Head of Internal Audit Unit shall, by 15th December in the current year at the latest, submit the Strategic Plan for the next three years and the Annual Audit Plan for the next year to the Central Harmonisation Unit and to the heads of the organisational units of the public sector entities covered under the Annual Plan.  
10. Amendments to the Annual Audit Plan 
Article 41 
(1) The Annual Audit Plan may be amended if a significant change of the assessed risk or the planned resources occurs during the preparation of the Annual Plan. 
(2) The Head of Internal Audit Unit shall inform the Central Harmonisation Unit on the amendments to the Annual Plan.  
11. Performance of Internal Audit 
Article 42 
(1) The Audit shall be performed by determining, analysing, assessing, and documenting the data, sufficient for giving expert opinion on the set goals.  
(2) The Head of Internal Audit Unit may, in accordance with the head of the public sector entity, also engage experts to assist during the execution of the internal audit in separate areas.  
(3) Audit Report including a summary, objectives and scope of the audit, findings, conclusions and recommendations shall be prepared for each performed internal audit.  
(4) Minister of Finance shall prescribe the manner of performing the internal audit and the manner reporting on the audit to the public sector entity.  
12. Specific Audit Rules within Public Sector Entity 
Article 43 
(1) The Internal Audit Unit can prepare own Annex to the Internal Audit Manual referred to in Article 27 of this Law, if there specifications in the operations.  
(2) The Annex to the Manual referred to in paragraph (1) of this Article shall be submitted to the Central Harmonisation Unit.  
IV. COMMITTEES FOR FINANCIAL MANAGEMENT AND CONTROL AND INTERNAL AUDIT 
1. Financial Management and Control Committee 
Article 44 
(1) The Minister of Finance shall establish a Financial Management and Control Committee as a consultative body for issues related to financial management and control.  
(2) The Financial Management and Control Committee may have its members the Heads for Financial Affairs Units of the Ministries. The State Secretary of the Ministry of Finance shall act as chairperson over the Committee, and the Head of the Central Harmonization Unit shall be Secretary.  
(3) The Financial Management and Control Committee shall have meetings at least once in three months, and in case of emergency the president may call extraordinary meeting  
(4) The Financial Management and Control Committee shall adopt Rules of Procedure.  
2. Audit Committee 
Article 45 
(1) The Minister of Finance shall establish Audit Committee as consultative body for issues related to the internal audit.  
(2) The Audit Committee may have as its members the Heads of Internal Audit Units, i.e. internal auditors from the Ministries. The State Secretary of the Ministry of Finance shall act as chairperson over the Committee and the Head of the Central Harmonisation Unit shall be Secretary.  
(3) The Audit Committee shall meet at least once in three months, and in case of emergency, the president may call extraordinary meeting.  
(4) The Audit Committee shall adopt Rules of Procedure.  
Article 46 
Financial Management and Control Committees and Audit Committees may be established in the entities referred to in Article 4 of this Law.  
V. REPORTING ON FINANCIAL MANAGEMENT AND CONTROL AND INTERNAL AUDIT 
Article 47 
(1) The head of the first line budget users, users in the field of legislative, executive, and judicial authorities (except the State Audit Office), the Funds, the municipalities and the City of Skopje shall be obliged to submit to the Central Harmonisation Unit an Annual Financial Report by 10-th Maу in the current year for the previous year at the latest.  
(2) The Annual Financial Report shall particularly include the following:  
· Report on planed and spent funds by items (comparative overview tables)  
· Report on realised programmes, projects and agreements;  
· The annual accounts or consolidated annual account;  
· Report on the performed self-assessments referred to in Article 18 paragraphs (3) and (8) of this Law (results from the self-assessments not being fully positive, comments of the heads of the entity referring to the recommendations of the self-assessments and opinion on the financial management and control);  
· Quality statement and the condition of the internal controls;  
· Report on the activities for establishment and development of the financial management and control; and  
· Report on the performed audits and the internal audit activities.  
(3) The Minister of Finance shall closely prescribe the form and contents of the reports referred to in paragraph 2, indents 1,2,4, 6 and 7 and the statement referred to in paragraph 2, indent 5 of this Article.  
VI. CENTRAL HARMONISATION UNIT 
Article 48 
(1) The Central Harmonisation Unit shall be in charge of the following:  
· Preparation of laws and by-laws in the field of the financial management and control and the internal audit;  
·  Preparation of methodology and working standards for the financial management and control and the internal audit;  
·  Coordination of the trainings for the heads and employees involved in the financial management and control and the internal audit;  
·  
Coordination during the establishment and the development of the internal financial control system;  
·  Preparation of approval for redeployment and dismissals of internal auditors referred to in Article 33, paragraph (7) of this Law;  
·  
Establishment and maintenance of databases for the internal audit units and the adopted charters; 
·  Establishment and maintenance of registry of certified internal auditors who took the ехаm for internal auditor in the public sесtоr and who have internationally recognised audit certificate.  
·  Cooperation with institutions responsible for public internal control affairs in the country and abroad and exchange of information for the development of the public internal financial control;  
· Supervision of the quality of the financial management and control system;  
· Supervision of the quality of the operations of the Internal Audit Units; and  
· Preparation of an Annual Report on the Functioning of the Public Internal Financial Control System on the basis of the Annual Financial Report referred to in Article 47 of this Law, the 
· Ministry of Finance shall submit to the Government of the Republic of Macedonia by the end of July in the current year for the previous year at the latest;  
· Organisation of ad hoc audits to be performed by internal auditors from certain public sector entities, when the subject of such audit goes beyond the scope i.e. the competence of the certain entity or the subject of the audit has such a nature that the multidisciplinary approach of the internal audit is more beneficial. The findings and recommendations of this type of audit shall be discussed with the audited entities and the final report submitted to the involved entities .  
Article 49 
(1) The head of the entity shall be obliged to provide access to the employees from the Central Harmonisation Unit to documents, accounting records and the other information necessary for monitoring the functioning of the financial management and control and the internal audit to the employees from the Central Harmonisation Unit.  
(2) The access referred to in paragraph (1) of this Article shall be provided upon received written authorisation by the Minister of Finance.  
VII. UNDERTAKING MEASURES AGAINST IRREGULARITIES AND FRAUDS 
Article 50 
(1) The head of the public sector entity shall be obliged to both prevent the risk of irregularities and frauds and to undertake activities against irregularities and frauds.  
(2) The head of the public sector entity shall appoint a person reporting on irregularities and suspicions for frauds or corruption and shall independently undertake activities referred to in paragraph (5) of this Article.  
(3) All employees, including the internal auditors shall inform the head of the public sector entity or the person in charge of irregularities or suspicions оf frauds or corruption.  
(4) If the Internal Auditor has suspicion of fraud or corruption during the performance of the audit, he shall inform the Head of Internal Audit Unit, being obliged to submit written information to the head of the public sector entity and the person in charge of irregularities thereon.  
(5) After the received report on existence of irregularities or suspicions of frauds or corruption, the person in charge of irregularities shall undertake the necessary measures and shall inform the Public Prosecutor’s Office of the Republic of Macedonia and the Ministry of Finance – Financial Police Office and Financial Inspection of the Public Sector thereon,, and within 15 days he/she shall inform in writing the person pointing out to the irregularities or frauds on the undertaken measures, except in case of an anonymous report.  
(6) If the persons referred to in paragraph (3) of this Article are not informed on the appropriately undertaken measures, they shall inform the bodies referred to in paragraph (5) of this Article. The Central Harmonisation Unit shall not be body in charge of irregularities and frauds.  
(7) Employees including the internal auditors reporting irregularities or suspicions of frauds shall be provided with protection on the identity and the acquired employment related rights pursuant to law.  
(8) The Government of the Republic of Macedonia, upon proposal by the Minister of Finance, shall prescribe the procedure for preventing irregularities, the manner of mutual cooperation, the form and, the contents, the deadlines and the manner of informing on the irregularities.  
Chapter VIII. INSPECTION SUPERVISION ON PUBLIC FINANCE and article 51 are deleted. 
IX. CONTROL OF USAGE OF RESOURCES FROM THE EU FUNDS 
Article 52 
(1) Entities using resources from the European Union Funds shall be also obliged, in addition to the provisions of this Law, to take into consideration and to apply the special requirements for financial management, internal controls and internal audit, determined by the European Commission.  
(2) All beneficiaries of the resources from the European Union Funds should enable the authorised officials from the Ministry of Finance, the inspectors from the European Commission and the European Court of Auditors free access to the whole documentation, the offices, the funds and the staff, taking into account the rules for security and good behavior.  
X. VIOLATION PROVISIONS 
Article 53 
Fine in the amount of EUR 1.000 to 2.000 in denars equivalent shall be imposed on the head of the entity for perpetrated misdemeanor if:  
1. he/she fails to establish Financial Affairs Department/Unit (Article 9);  
2. he/she undertakes financial obligation for awarding subsidy, loan or guarantee to a third party оr share in equity, not being determined by law. (Article 22 paragraph (1));  
3. he/she fails to submit an Annual Financial Report to the Central Harmonisation Unit (article 47);  
Article 54 
Fine in the amount of EUR 1.000 to 2.000 in denars equivalent shall be imposed to the head of the public sector entity for perpetrated misdemeanor if: 
1. He/she fails to establish an Internal Audit Unit. (Articles 30 and 31 );  
2. (Abolished by the Constitutional Court) 
3. Responsible person or employed in the public sector entity internal audit is performed do not fulfils the obligations referred to in Article 39;  
4. he/she fails provide access for the employees of the Central Harmonisation Unit to the documents, accounting records, and other information necessary for monitoring the functioning of the financial management and control and the internal audit. (Article 49);  
5. he/she fails to undertake the necessary activities against irregularities and frauds. (Article 50 paragraph 
(1));  
6. He/she fails to appoint a person in charge of irregularities. (Article 50 paragraph (2));  
7. He/she fails to provide protection of the identity and the acquired employment related rights to an employee or an internal auditor, in cases of report on irregularities and suspicions of fraud or corruption, ( Article 50 paragraph (7));  
8. He/she fails to provide the authorised officials from the Ministry of Finance, inspectors from the European Commission and the European Court of Auditors, with free access to the whole documentation, the offices, the funds and the staff. (Article 52 paragraph (2));  
Article 54-a 
(1)  A fine of 5.000 euros in denars shall be imposed on the the responsible legal entity that conducted the technical examination of Article 36-g of this law if do not record, do not broadcast in live on the website of the ministry of Finance and if not placed footage for complete exam on the website of the Ministry of Finance.
(2)A fine of 2.000 to 3.000 euros in denars shall be imposed to responsible person who determines whether the candidate fulfils the conditions for taking the exam of article 36-g paragraph (1) of this law, wich will allow to take (pas the exam) candidate who does not fulfill the prescribed conditions of this law.

(3) A fine from 10.000 euros in denars shall be imposed on the responsible legal entity that conducted the technical examination of Article 36-iof this law, if not block radio frequency range in the room for the examination (taking the exam).                                           
(4) A fine of 2.000 to 3.000 euros in denars will be imposed by the authorized representatives of article36-i of this law if they allow the candidate to act contrary to paragraphs (2) and (3) and Article 36-j of this law.                                  

(5) A fine of 100 to 200 euros in denars will be  imposed  to candidate who acts  contrary to Article 36-j, paragraphs (2) and (3) of this law.  

(6) A fine of 5.000 euros in denars shall be imposed on authorized institution wich conducts the examination of Article 36-g of this law, if not stop the test in accordance with Article 36-j, paragraph (4) and (5) of this law.  

(7) A fine of 500 to 1.000 euros in denars shall be imposed on the authorized representative of article   36-i paragraph of this law, if it acts contrary Article 36-j paragraph (6) of this law.

(8) A fine of 2.000 to 3.000 euros in denars shall be imposed the members of the commision of article     36-t, paragraph (2) of this law,  if determine irregularities in the examination, and did not inform the Minister of Finance.
Article 55 
(1) For the offenses of article 53,54 and 54-a of this law shall be conducted and the sanction imposed by a competent court.
(2) Request for initiating misdemeanor procedure to competent court submit  Ministry of Finance - Department for financial inspection in the public sector.
(3) For the offenses stipulated in this law before submitting a request for initiation of misdemeanor procedure is conducted settlement procedure by issuing a misdemeanor tax paid under the Law on financial inspection in the public sector.
XI. TRANSITIONAL AND FINAL PROVISIONS 
Article 56 
(1) The bylaws of this Law shall be adopted within one year after the entry into force of this law.  
(2) Until the day of entering into force of the by-laws referred to in paragraph of this Law, adopted pursuant to the Law on Public Internal Financial Control (“Official Gazette of the Republic of Macedonia”, no. 22/07) and the Law on Internal Audit in the Public Sector (“Official Gazette of the Republic of Macedonia”, no. 69/04 and 22/07).  
Article 57 
(1) The head of the entity shall appoint Head of Financial Affairs Unit referred to in Article 9 of this Law, within 90 days from the day of entering into force of this Law.  
(2) The Head of Financial Affairs Unit, in accordance with the head of the entity, shall adopt plan for implementation and development of financial management and control referred to in Article 12, paragraph (1) of this Law, within six months from the day of entering into force of this Law.  
(3) The head of the entity shall appoint a person in charge of irregularities pursuant to Article 50 of this Law, within 90 days from the day of entering into force of this Law. 
Article 58 
The public sector entities shall be obliged to perform internal audit pursuant to Article 30, paragraph (3), indent 2 and Article 31 of this Law, within one year from the day of entering into force of this Law.  
Article 59 
The provisions of Article 30 paragraph (3) line 2, Article 36 paragraph (2) of this Act  shall apply from 1 Januari 2011.
Article 60

The provision  of Article 51 of this Law shall apply till  regullation of the operations of the financial inspection in public sector by specific law.
Article 61 
With the day of entering into force of this Law the Law on Public Internal Financial Control (“Official Gazette of the Republic of Macedonia”, no. 22/07) and the Law on Internal Audit in the Public Sector (“Official Gazette of the Republic of Macedonia”, no. 69/04 and 22/07), shall cease to be valid. 
Article 62 
This law shall enter into force on the eighth day from the day it is published in the “Official Gazette of the Republic of Macedonia”
 PROVISIONS OF OTHER LAWS
Law Amending the Law on Public Internal Financial Control (“Official Gazette” no. 188/2013):

Article 9
The regulations ( The bylaws) envisaged under this Act shall be adopted within one year after the entry into force of this law.

Article 11
The sole (the only) electronic system for examination for certified internal auditor in the public sector is established later than  the date of implementation of this law.

Article 12
The procedures for examination for certified internal auditor in the public sector untill the date of commencement of the implementation of the provisions on examinations of this law will end under the provisions of the regulations under wich begun.

Law Amending the Law on Public Internal Financial Control (“Official Gazette” no. 188/2013):

Article 10 
The provision of Article 35 paragraph (1) line 1 of this law will be implemented from january 1, 2018. 7
Article 13
This law shall enter into force on the eighth day from the day it is published in the “Official Gazette of the Republic of Macedonia” and provision of Article 5 wich added Article  36-a, 36-b, 36-c, 36-d, 36-e, 36-f, 36-g, 36-h, 36-i, 36-j, 36-k, 36-l, 36-m, 36-n, 36-o, 36-p, 36-q, 36-r, 36-s, and 36-t will be applicable one year after the entry into force of this law. 
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