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Minisiry of Finance of the Republic of Macedonia
“Municipal Sarvices improvertett Project”
1BRD Loan number Ye88-MK, Loan numbar §158-8K and EC 1746 Grant No, TF 0188132

Management Responsibility

‘The accompanying finaticial statements comprising of Starement of Sources and 17ses of Funds,
staterment of Uses of Funds by Penjeat Aetivity, Statemnent of Unie of Oupur by Projeat Actvim,
Staterment of Breakdown of Loans and Grants, Staeements of Wichdrawals (3OE'), Desipnated
Aecount Statements and related disclosuee Notwes [further referred as to "Project’s Financial
statements), of the Ministry of Finance of the Republic of Macedonia (Mol “Municipal Services
Improvement Project” (further referred o a3 “the Project™, financed under Tnteernational Bank for
Reconstruenon 2nd Oevelopment Losu (TBRD) numbered 7699-MK (“Onginal foan™ |, loan
membered §138-MK “Additonal financing™) and EC TPA Grant No. 'I'F (MB812. as 4t and for the
vear cnded 31 December 2016 on pages 4 t 63, are the responsibility of, and have been approved by
the Project’s managemnent,

The accompanying Project’s financial staremments have been compiled by rhe Project’s manapement,
tor the purposes of esportng to the Mol and the latermanonal Baok for Reconstrueman and
Development, in conformiry with the related requirements of the World Bank’s finandal reporting
guidelintes and in compliance with the relevant provisions set out in the Loan Apreement numbered
FO0-MIC dated 29 June 2009, Disbursemen leuer, dated 29 June 2009 and Loan Agreement
numbered 8158-ME dased 7 June 2012, Disbursement letrer, dated 7 June 2012 and B [PA Grant
No o THa1881 2, Disbursement letter, dated 24 1december 2014,

Project’s management, w furtherance of the integrey and objectivity of the Projects financial
statements, has developed and maintained an internal conteal sieuciure, including the approptiaw
coniral environment, accounting systems and coneo! procedurces. Projact’s management believes thar
uternal contiols provide assurance that financid records are eeliable and form a proper basis tor the
preparatnon of hnancial statementy, and (hat assets are properly accounted for and safepuarded. There
art, however, inherent limitasons that zhould he recognized in consideting the assurances provided by
the inferal control structure. ‘Lhe  iterual contrul process also  includes management’s
comrnunication o emplovess of paticies, which govern ethical husmess conduct,

Girant Thormon, Independenr Auditors, bave been engaged to 2udir these Project’s financial
staternents i accordance with the auditing standards avcepred in the Republic of Macedonia®. Their
ceport 1s included an pages 2 and 3

Repubhc ﬂf I‘daLEdnnu oo '-:l from 24t
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We have audied the accompanring financial statements of the Mimsiry of Finanee of the Republic
of Mavedonia (Mol?), “Municipal Services laprovernent Project” (furdher referred ta as “the
Progect”), Hinanced under Tnternational Bank for Reconstruction and Development (IBRD), Loan
numbered 7694-MIK | Loan numbered 8158 M and EC 1UA Grang No, TH 018812 comprising
the Statemenr of Sources and Uses of ands, Swatement of User of Funds by Projece Acovity,
Statetnent of Unit of Output by Project Activine, Staement of Breakdown of Loans and Grans,
Seatement of Withdrawals, Desiprated Account Statements and related disclosare Notes (Paether
referred as 1o “Project’s Financial Starcments™) as at and for the year ended 31 ecember 2016 and
inchuded on pages 4 1o 63

Management's responsibiity for fnancial staterments

These Project’s financil statements are compiled for the purposes of teportng o the Mol and the
IBR1Y managemenr, and ate the responsibldity of the manggrment of the Project. Lhe Projeets®
matagetnent i responsible tor developimg and mamtaming such intcrnal control as Mmanagement
derenmines is necessary m enable the preparalion of financial statemnents that are free from material
misseatements, whether due w frand or ervor.

The Project’s Management policy is m prepare the accompanying Project’s financial statements on
the cash receipts and dishursement basis in conformity with the eelaced requirements of the World
Bunk’s financial reporting guidelines and in compliance with the relevant provisions sct out in the
Loan Agreement numbered 7099-AE dated 29 June 2009, the Disbursement letier, dated 29 June
208 and Loan Apreement oumbered 81538-MK dated 7 fune 2012, Disborsement letrer, dated 7
Juae 2012 2nd B IPA Grant Moo TF 018812, Disbursemnent lerrer, dated 24 Diecember 2014, Cin
this basiz, cash receipts are recogrzed when recerved rther when carned and cash expenditures
are recognized when paid rather than wheno incurred.

Auditar's responsibility

Ohur responsibility i3 10 express an oplnion on these Project’s financia? siarements bazed on our
audit. We conducred our audit in accordance with auditing swndards accepted in 1he Republic of
hlacedonial.

! Internadional Staadards oo Audidng FI54" issued by the Tmernatons] Auditng sud Assorance Stndards
Pard {IAASE™, effecdve frin 15 Decemnlier 2000, mranstaced and published in vhe “Official Gasette” of



Q GrantThornton ?

Those standards require that we comply wirh ethicu] coqurements and plan and perform the audit
to whitain reasonable assurance about whether the financial statements are frec from matertal
rrusstatement. An sudir involves perfonming procedures o obtain audit evidence about che
armounts and disclosares in the nanciat siatements. The procedures selected depend on the
auderor’s judgment. including the assczsment of the nisks of material misstatement of rthe financial
staternents, whether due to fraed or erroc Te making those sk assessments, the avditos considers
mnteenal conteol eelevant to the Project’s prepazation and {air presentaton of the financial
statemnents in ovder o design sudit procedutes that are approphate in the clreumstances, hut not
foe the purpose of cxpressing an opinion on the effecoveness of the Project’s internal control. An
aadic also meludes evalvanng the appropriateness of aceounting podicies used and the
teasonabiertess ol accounting estimates made by management, as well as cvalurtng the overall

presentaton of the financial starements.

We believe that the audit cvidence we have gbiaincd s sufficient angd APEHOpLaTe o prm-ide a Lazis
frir our audir ppinen.

Opinian

In our opinion, the financial statements of “Municipal Services Tmprovement Project”™, finatced
under Iarernational Bank for Reconstruction and Development, Loan oumbered 7699-MK, Loan
nurnbered 8138-MIC and EC IPA Gront No. TT 018812, present tairly, in al] material respects, the
Project’s francial posioen as ar 31 December 2016, and rive movement on the Sourees and Uses
of Funds, Statement of Uses of Funds by Projeet Activiry, Srarement af Unir of Qutput by Project
Activity, Statement of Breakdown of |.oans and Grants, Statemnent of Withdrawals and Designated
Accoant Srarernents a3 at and for the vear ended 31 December 2016, In conformity with the related
terjuiternents of the World Bank’s frnancia! reporting pusdelines and in compliance with the
reicvant provisions set out in the loan Agreement numbered T099-MK dated 29 June 2008, the
Drisbursernent letter, dared 29 june 2009 and 1oan Agreement numbered 8158-M¥ dated 7 June
2012 and EC [PA Gram Mo, THOIE812,

Skopie,

3tHune 2017

Grant Thornron [0, Skopie

OIS L T S RMEIAS phas
Direcior {:crriﬂ;d A ll'ldifbr

Suzana Sravnk Sumang Sraveik



Ministry of Flnance of the Repubic of Macedonia 4
“Munlcipat Services Improvement Project”
IBRD Loat nimber TE99-MK, Loan number 8168-M¥ ard EC IPA Grant Mo, TF 0188132

Project’s Financial Statamonis
31 December 2016

Statement of Sources and Uses of Funds

(Arourts in EUR)
Cumulative up to

For the period from For tha pariod fram 31 Decambar
01 Januery 2016 threugh M Jaruary 2015 through
31 Decamber 2016 31 Decernber 2015 20146 215
Actisally Actually
digbursed Budget Vanance disbursed Budgat Warnance Actually dishursad
Sources of funda
IBRD Original Loan FERE-MK 813,576 1,400,000 GRE 424 1301054 400000 ZEDB046 1T7ESF.TE1 16,844,185
IBRD Additional Financing B158-MK. 8,812,443 10000000 1187857 20424670 GO0GDO00 2907330 13.20.042 59359759
World mank-MSIP EC IPA 1.330.034 4500000 20604905 472 - {4721 1.239,566 472
MSEP EC NKF 2820 1408000  1,180.78% 116 - [118] 218317 116
Interest eamed 2878 - 2STRY - - - 25678 -
Total sources of funds 11,186,592 700000 5913408 4384312 10,000,000 5505688 37,421,164 26,234,572
Uzea of fundse
Financad by IBRD
Municinal Invastment 8745106 15144 887 B28E 775 4275167 7440415 3165248 31986886 23237 7A0
Capacity Butdirg and Institutional
Reform 28 306 a4 had 4,243 36542 55,150 18,603 102,224 75018
Perlormence-Based investment
Grantz 263,782 16B.000 (105 7E2) 136227 250,342 135,115 723,440 £684 G578
Performance Managamernt and
Ciperaking Coat 204,715 247 875 93,160 184,323 71,501 187178 02 854 608 138
IFA Rural Inyestmen VWindcw 1,260,865  4,35549% 3,094 634 350 - {250y 1,261,215 2500
Zubtatal - Financed by 1IBRD 10,803,764 19996804 5493060 4831608 EBA17408 3285683 24980618 24475981
Financed by GofM
_IPA Rural Invastmerd Window 219201 1,451 834 1,233 6833 116 - 116 219317 {11§)
Subtotai - Finencaed by the Goft 216,201 1,451,834 1,232 633 118 - {116} 218017 {118]
Fronk-end fee - - - - - - 140,250 145,250
Total uges of funds 10,722,958 21 448,838 10,735 583 4.631,72% B A17408  24B56ET 35340188 24,617,231
Balange 463,637 (4,348,838} (4.81237%  (IIT413} 1882592 2120005 2 0B0ETR 161738
Reconchiation ta the balance of
unapent funds:
Unsgent funds, at beginning of rhe
period 1617.341% 1,854 T84
Unapent funds, at and of tha
period 2,080,978 1,617,341
Reconciling item” - - . {11,77E} - - - -

Ungpent funds- Cash balance, at
: 2,080,973 - - 1,605,585 = - - -

¥Mpancial Sratements have been approved by the Mol” on 29 June 2017 and signed on its hehatf by

*lhe reeoneiling iterms in amouet of L1776 HL'R Bersecn unspent fueds at the end of perod and the balance ar end of periad of cash on all
bank accounes and perny cash is due o the Tenstemal prncipal sCanceled sub-loan for Shop mumepabe! o the Mmiseer of Binonee instoad
of keeping it oo the METP wccount. Bazed an this a0 aceount cecereable for refund of funds is recosded wmthe projecr bovles and these fumds



Mirlstry of Finance of the Republic of Macedonla

"Municipal Serdces Improvement Project”

{BRD Loan numbar TE85-MK, Lozn number 815B-MK and EC IPA Grant No. TF B18B12

Project's Financlal Statermards
31 Decembar 2016

Statement of Uses of Funds by Project Acuvity

Projact's sxpenditures by activity:

A. Munrnicipal Investment

Munizipat Services Improvement Project -
Criginal Loan

A1 SBub Loan MSIFP 01 - Kacan (Plpe
Replacameant - & &m)

A Contract MSIP 01/9-NCE

A Contract MSIP 017250

A2 Sul Loan MSIF D2 - Bogdanci {Street
Lighting}

A2 Contreci MS1P D2/1-NCEB

A2 5 Cantrect MSIF G NSE 00411

A3, Bub Loan MSIP 33 - Skopje (vehicla
and bins for sotid waste)

A5 1 Contract MSIP 33M-10B

A %l Cantract MSIP D32-ICE

AL Remaining loan funds (VAT

A4 Sub Loan M3IP 04 - Nlinden {Heating and
LCooling of Municipatity Building)

A4l Confract MEIP NCE 003H0

A4 Sub Lean MSIP -2 - {LINDEM (Hagting
and Cogling in House of Cultuse)

A4 Bub {pan MEIP 0d4/2 - [LINDEN
(Geotermal pumps House of Culturg]

A 4ii, Contract MSIF NCE

A5 Bun Loan MSIP 05 - Kizela Voda
{Crainaga Sysiems)

A5 Contract MSIP NCE 00441

A5 Sub Loan MSIP D52 - KISELA WODA
QMater supply Systame)

A Contract MSIP W ICB 0031 1-Latt
AL Contract MSIP W ICB 003511 -Lot2

A LS. Contract MSIP W NCE 005511

A 6 Sub Loan MS1P 06 STIP {Arrancarmeant
of the central city area)

AB L Contract MSIF VW NCB-D08M1

A6t Contract MSIP W ICE

Returnad zub-loan funds due to tacpunation
af the Sub-loan Agresment®

A7 Bub Laar M3IP 07- PEHCEVQ [Wehicles
for solid washe)

A7 5. Contract MSIP G HCEB-004/11

A 8 Sub Lean MEIP 08-1 - VELES
[Extmnsean of water supply systerm)

A 8. Contract MBIP W NCE

A8 Bub Loan MSIP 08-2 - VELES {Strest
[nhiting)

A8l ContractMBIPWNCB

Actually
disbursed

(A1, BAE}

For the period from
01 January 2016 thigugh
31 Dacambear 2015

Budget

1140000

Waranag

Actually
digheisad

{141,410

(Amoutts in ELH)
Far the peticd fram
91 January 2015 through
31 December 20935

Budge!

(140,000

Variance



Ministry of Finance of the Repubiic of Macedonia 5
"Munitipe! Services Improvomeant Project”
'BRO Loan number 7399-MK, Loan number 8158-MK and EC 1PA Grant No. TF 018812

Project's Finandial Statements
31 December 2016

[Amaunts 0 ELIR)
Staternent of Usos of Funtds by Project Activity (continues)

Faor the peried from For the pariod from
01 January 2016 thrawegh 01 Janvary 2015 thmugh
31 Decembar 2016 3 December 2015
Actually Actually
disbursed Budget \arianca dispurted Budget Yanance

4.8 Suk Loan M3IP 09 - WEVCAN| (vehicles

far solid waste and Backhoe] - 2 3 3 £
A50 Contract MSIF G NCB-005/11-Lat1 3 : : 2 i
A5 Contract MSIP & NCE-0051 1Lot2 i - % & ¢ 5
A0, Contract MSLP G NCB-0081 1 2 = H i g
At Sub Loan MSIP 11 - KICEVD vehicles

for solid wasta and Strest reconstruction) 105,616 109,616 - - - -
A 110 Contract MSIP G ICB 0d4-11 4 - % & ¢ 5
A 11 i Contrast MSIP wW NCE 012412 3 = 3 - i i
A2 Sub Loan MSIP 12 - NOVADI (Strest

sleyhtisig) £ - £ : : 5
A 27 Contract MSIP AW NCB ] = 3 = :
A T3 Seb Loan MSIP 13 - DOLNEN|

{Rehabifitazion of locar roads) - . . - = =
A, 134 Conmact MSIP ¥ NCB ; = 2 z : 5
A 14 Sub Loan MSIP 14 - GUORCE

PETROW | Gireats recens! ruction) . . 3 < £ a
A t4:1 Contract MSIP W ICB 3 = H i g
A 15 Sub Laan MSIF 15 - GRADSKO

iVehicle and ing for salld wasle) . - : & 5 3
& t5i Conlract MSIP G NSE 4 - u E % i
A 140 Contrac) MSIP G SH . = = £ 2 =
A 56 Sub Losn MSIP 16 - VASILEVD

{Consteaction of the water supply netwark) & - 4 - i 3
A £0.1 Coniract M3IP W NCB = = = = : i
AT Sub Loan MSIP 17.-BOSILOWVOD

{Constzuction of bridge) - - 4 3 ¥ 3
AT 4 Contract M3IP W NCE = : = = i =
A t5 Sub Loan MSIP 18 - MOGILA

{Feconstruction of House of Cultura) & . 5 5 & &
A, 18, Contract MSIP W NGE - 3 2 1

A 18 Sub Loan MSIF 18/2 - MOGILA,

{Construction vehicle - Baskhos} - - i 3 £ Z
A 18 Contract MSIP 3 NCE _ o
A9 Bub Loan MSIP 19 - GOSTIVAR, (Sireet

llghting and Supply of basic equipment far

public hygiene) > = ] & Z 5

A 180 Cantract MSIP ICB . o - 5
A% Contract MSIP NCB 5 = = 7
 Rermatning loan funds &
+ WAT and Cuslams E
A 20 Sub Loan MSIF 20 - PRILEP (Straals

reconstridion - - - - = =
A 204 Cantract MSIP NCB - - - -
8,31 Sib Loan MSIF 21 - CAIR

{Schocliinderganen ngulalion Project; - - - - . y
A.215 Contract MSH NCB E : : - -

AZ2 Sub Loan MSIP - GAZ BABA

{Raconstruction of School) = - - InZ.868 1,238,052 035,184
A22 Bub Laan MSIP - GAT BaBA (fance) - - . 35,661 35 66t -
A.22 Sub Loan MSIP - GAZE BABA (audia

eglipmant’ 5,955 5,959 - - . -
&.22 5ub Loan MSIP - GAZL BABA (fumiture) &6 058 &6, 968 - - - -

A220 Contract MSIR NOS i & i g
A.23 Bub Loan MEIP 34- BUTEL

[Construction of Schaal-phase NI} - - - riN-a 1.§93.010 216,400
A2 Contract MSHP ICB i & i a - -
.24 Sub Losn MSIP « KAVADMEC
{Reconstrieciion of Scheots) 440 378 503 250 183,972 - 0,200 60,000
Clity of Skopje Sub Loan MSIP 03-2

{Equlgment far gublic greensry} G2 050 a2, 050 . - 100,800 100,500
A.24 5 Contract MSIP NCB - - .

e Jub - Loan i X 3 ; R -
Bub-{otal Compoenenl A - Orginal Loan 843,133 1,007.863 184,720 1,226,108 2.528.102 1.342.994




Ministry of Finance of the Republlc of Macedonia

"BLAicifal Services mprovemeant Project”

|BRD Loan number TRIA-ME, Loan rumbar BT58-M and EC IPA Grant o, TF 018842

Project's Finzncial Statemenis
3t Deogmber 2016

Statement of Usges of Fundsa by Project Activily [continuead)

Muenlcipal Sarvices Improvement Project -
Additionat Financing

AAF .G Bub Loan MSIF 22 - BEROWVD
[Streets reconatructian)

AAF AT Cantract MEIP W HCB

AMAF.OZ Sub Loan MEIF 23 - MAVROVD
ROSTLISE (Streets reconstruction)

f.AF .02 Sub Logn MSIP 23 -2 MAVROWD
BOSTUSE (Steeets Eghting)

AAF 10 Cortract MSIF W NCR

AAF 03 Sub Lesn MSIP - WINIDA fanicles
far aalid waste)

AAF 33 Sub Loan MSIP 24-2 - WVINICA
[Canstuction of storm water systam and
constiuction of street)

A AF 1,i Contrag MSIP G NCB

A AT 1| Contract MSIP W NCE

AAF D4 Sub boan M3IF - RRIVA PALANKSA
(Streals reconsituction)

AAF 1 Contract MEIP W NCA

AAF 11 Contract MSIP G NOE

A.AF 05 Sub Lean MSIP 27 - RANKOWEE
1 Stragts maconstruction?

AAF 1.3 Contract MSIP W NCE

AAF 08 Sub Loan MEIF 26 « BOSILOWVD
{Streats reconstruction}

AAF 1.0 Cantract MSIP W RCE

A AE LT Sub Loan MSIP 28 - PRILEP
[Streets reconatruction)

A AF 1.0 Cantract MEIP W NCB

A AF D8 Sub boan MSIF 30 - PETROVEG
(Reconstructian of Sehaal)

AAE | Comrac! MSIP W NCE

AAF 09 Sub Enan MSIP 31 - CASKA [(Street
recanstructicn and water rasensair)

AAF .9 Contract MSIP W NCE

AAF 10 Sub Lean MSIP 32 - PROBISHTIP
{Slreet reconstrockion

AAF 104 Contract MSIP W NCB

AAF 11 Sub Loan M3IP 33 - PEHCEVO
(3troet reconstruction)

AAF 110 Cantrast MEIP W NCB

A AF 12 Sub Loan MSHP 35 « KRUSEVS
finztailation of watar meters)

A AF 121 Contract MSIF W NCEB

AAF 13 Sub Loan MSP 36 - DOJRAN
[Purchasing of communal vahlas)

A AF 130 Contract MSIF W NCH

A AF 14 Sub Loan MBIF 37 -OHRID (street
resanstiuction)

AAF 14 Sub Loan MSIF 37 -OHRID
(Purchasing of sommunad vahiclos)

AAF 14 Contract MSIP G ICB

AAF 14.H Cantract MSIP W ICH

AAE T8 Sub Loan MSIP 38 - KARPOSH
(Strae! and stormm waker reconst.)

A AF 151 Contract MEIR W ICR

A AF <6 Sub Loan MSIP 38 - SHUTD
DRIZARI (Watar supply system)

A AT 18,0 Contract MEIP W HCE

AAF AT Sub Loan MSIP 40 - CITY OF
SKOPJEMater supply sysiem Shuto Orizan)
AAF 17| Gantract M3IP WICE

Actually

disburzed

—

52,075

4.164

BG4, TG0

306,228

423,267

B3.902

12872

For tha penod fram
01 January 2018 throcgh
31 December 2046

Budget

1,314,134

574,803
145,571

1.325 224

Yarnanoe

248 434
(305, 328)

151,536

H1.669

212.252

Actually
diatLraed

28,180

156,819

212,249

174,045

55689

70,555

130,586

349,434

151,536

024G

102 546

[Armounts an ELIR)

For the period from
01 Janwary 2075 Hhrough
3 Dacamber 2015

Bludget Wariance
80,160
166,519 5
212,249 -
174 045 =
5,565 -
80,300 8,444
130, 568G E
1,006,000 540,566
36, 328 306,328
150.000 (1,536)
350,000 47 854
400,400 297 354



Ministry of Finance of the Republic of Macedonia

"Municipal Sarvices tmprovemant Project”

IBRD ican numbar YT28-MK, Loan number B158-M¥ gnd EG IFA Grant Mo, TF Di4aiz

Projects Finangial Statements
# Dacambear 2016

Statament of Uses of Funds by Froject Activily [continuad)

AAF 18 Sub Loan MSIP 41 - ZELING {Street
and stomn water recanat.}

AAF 18 Contract MSIP W ICB

AAF 18 Sub Laan MSIP 42 - ROSOMAN
(\"ater raservairy

AAE 18 Cantract MZIP W ICE

AAF 20 Sueb Loan MSIP 43 - KOCARNI
{Shreat canstraction)

AAF 200 Contract MSIP W ICB

AAF 21 Subican MSIP 44 . GORCE
FETRON (Streel construction

AAF 211 Contract M3IF W ICB

GORCE FETROVY AF-Remaining Sub-loan
ALF 22 Sub Loan MSIF 45 - NEGOTING
{Watar pipe replagamant |

A AF 225 Contract MSIPW ICB
DELCEYD - AF MSIP Subinan 446
Delcevo - Extension of kindargartan
Deleevn AF - Rernaining Sun-tean
MAKEDONSKA KAMERICA - AF Suhiozn
MSIF &7

M Kamearea-Raconstrunt. of cultural center
M. Kamenca AP - Remaining sub-toan
SVETI NIKCILE - AF Subloan MSIF 48

Sv Hikals - Recenstrusten of strests

Juedi Mikgia AF - Remairing Sub-loan
BITOLA - AF Subloan M3iP 49
Bltala-Constructon of seven atreets
Bitota-Supervislan of construstion of strepts
CITY SHOPUE — AF Sublsan MSIP 50

ity Bhapja ~ Rehabilitaticn of Borls
Tralkowsk| straet

RADOVISH — AF Suplaan 51F 51
Fadovish-Conatruction of straet
Radavish-Supenvision of canstruction of
sireet

KRIVOGASGHTAN] — AF Subltan MSIF 52
krivogashiznl-Construchion of streets
SOPISTE — AF Subipan MSIF 54
Sopiste-Constructian of straats

KRATOVD — AF Subloan MSIP 55
Kratauo-construction of Green Market
LIPKOVG — AF Sublean MSIF 55
Liphovo-Schoois Energy ERcency

GEMIR KAPLIA - AF Subioan WSIP 57
Demir Kapija-Reconstruction of strasts
MAKEDGHSKI BROD-AF Subioan MSIP 58
Makadonski Brod-Construction of incad roads
CHESINGYO OBELESHEVO-AF Subloan
MSIP 5%

Chesingwy Sbfesheva-Watar supply
ZRNOWEE — AF Subloan MESIP 60
Zmavoe-Kindergerten #nd locat streets
GEVEELLEA « AF Sublaan MSIF 61
{Sevoeiia-Vater supHy systam

GEMIR HISAR — AF Subloan 62

Crermir Higar-Construction of local road
DEBRCA « AF Subinan 5P &3

Other Sub-Eoans

Actirally
dizburaed

41,057

I79.895

274 483

278,405

287,340

2TR.Haf
14,055

843,799

G2, 560

T, 247

168,696

393,751

253,927

I, T

75,109

238,803

For the petod from
1 January 2016 thracgh
31 Dacember 2016

Budget
220,624

832,510

343,025

456616

624,004

287,340

589,860
#1455

237 56
96,265

180,000
25,000

2. 803,000

438,675

231 267

185,122

BSS,038

500,500

Yariance

179577

559 514

18,532

455,516

345,582

34,255
21,455

{98.211)
86,365

1.521,065
10,845

1.8356,211

SrT.Es

224,020

26,226

208 GB7

245,472

(381,701
[FG, 10%)

{238,803}

145,833

Artually
disbursed

179,577
69,723

552515

400,444

{Amounts in ELIR}

Far the parigd from
01 danusry 2015 through
H December 2015

Budget

216,434

63743

400,000

500,000

Varnance

6,857

{152.615)

B0 5EG

Bub-total Componant A - Additional
Financing

7,904,973

14,937,028

6,232 065

3,048 059

450,313

1,852,254




Ministry of Finance of the Hepublic of Macedonia

“Municipal Sarvices Improvement Project”

18RO Loan number ¥99-MK, Loan number 8158-MK and EC IFA Grant No. TF 0118812

Froject's Financial Statemonts
A1 Dacembar 2046

Statement of Laes of Funids by Project Activity (continuad)

B. Capacity Builging and Institutional
Reform

Municipal Services improvement Frofect-
Orginal Loan

B.t TA to Municipaditias and CSE's for Sub-
project praparation

B. 1.4 IBNET consuftant

B.11i: TA for Preparation of PADs for the
Munitipalities

B.2 Strengthening Capacity of Mun. and
L5E s ta Improve Services
B.3.Daveloprent strateqgy for Fin
Interrmedianies o Mun [nyestmants
B.4.Frojeet Introductlon and sub-progect
implementation wosksnop

B.4.i; Fallow-up warkenap on faasibilily study
preparation

B.4.1i Operation and Mainlenance

B.4.|' Prepar. of detaided design and tender
g,

B.4.i; Contral managemenk ardi
administration

B.5 TA for tevlew of legal. regqulatony
framewsat for sovereign debt

B.5.ii Contract MSIP PMUL-CE.5355-B5.1
B.5.i.Contract MS1P FMU-CS-555-85-2

B. 5. Warkshop

Payents without contract

Actuatly
chsbursecd

8.506

17500

For tha perpd from
01 Jaowary 2016 thriugh
3% Decamber 2015

Budge

12,00

2506

2,000

1,545

Varlante

3194

7306

2,000
1,545

Actually
distursed

2042

27 300

[Amounts in ELR)

Fet the pesiod from
01 January 2015 through
M December 2015

Budget

19,150

45,000

Varance

1,108
17,500

Sub-total Component § - Original Loan

Munlclpal Sarvices Imarovement Project -
Additfonal FInancing

B t AF. Contract
8.2 AF. Contract
B.3AF. Contracd
_B.aAF. Cohlract

26,304

40,544

Sob-total Component B - Adgitional
Financing

14,243

Totat Component B

C. Performance - Based Investmant
Grants

Muelzlpal Services Improvement Project -
Original Lean

C.01. KOCAN| GA-0

G.0Z2 CITY of SKOPJE GAGZ
.03 VEVCHANE GA-D3
.04 VASILEVD GA-04
C.05 MOGEH.A GA-05

C.08. KRLISHEYC GA-0S
C.07 BOGOANC Ga-0Y
C.08 BOSILOVD GA - 05
L% DOGLNEN GA - 11

C.12 GRADSKGS GA - 12
CAIGORCE PETROW GA - 12
C.14 PRILEP GA - 14

CAF ILINDEN A - 17

CA8 MOGILA GA - 18

C.18 PEHMCEVD GA - 19
Othar grant agresrmants

26,306

16,950
49,834
40,258
¥7 704

3418

40 54%

16,590

59,538
50,268

1416

{37,704}

36,542

&5, 160

iz
Erad |
26,682

7. 602

18,608

Sub- totat Component C - Origlnal Lean

167 818§

130,242

(37, Fad)

od ASE



Mintstry of Flnance of the Republic of Macedonia
“Municipal Services Improvemeant Project”
IBRD Loan number TE9B-MK, Loan number 8158-MK anig EC iPA Grant No. TF 018812

Project's Financial Siglements
31 Dacembar 2016

Statement of Ures of Funds by Prajact Sckivily (contingen)
For the period fram

01 Januaty 201& through
31 December 2016

10

[(Amounts in ELIR)

For the peripd from

&1 Januany 2015 through

3 Dacambar 2045

Aoy Actually

dizsbursed Budgat Varanca disburgeg Budget Varignce
tWuniclipal Sarvices Impravement Project -
Additionat Financing
C.1AF Cantract - . - - - -
C.2AF. Contract - - - - - -
C.3AF Contract - - - - -
C.AAfF Contract - - - - -
L.B AF Derova GA - 38 - - - 5108 258,104
2.10 AF Bosifown GA - 10 . . . 30914 33,5714 -
£.14 AF Rankoves GA - 14 27 TRB AT.788 i - 2 =
.19 AF Prilep GA =15 _ B8 G58 - (58,058} E FrA423 TF423
Sub- total Companent G - Additional
Financing 65 Bd6 27 78E {65, 58} 78023 155,446 7422
Total Contponent © 263 762 168,000 (106,782} 135,227 250 342 115,115
D. Prajact Managament and Oparating
Cost
Municipal Sarvices Improvamant Project -
Criginal Loan
PMLE staff
PASIP P OF - Projact dirastor . 3 & 1,300 - {1,300
MSIP PRLE O2 - FM spaciadist . . - 1,100 - {1,100
MSIF PR 03 - Procurement spacialist - - - . - -
KSIF PR 03 - Procurement specialist - - - 1,100 - [1.100)
MEIP PMU 04 - Civil Engineer - - - 1,150 [1.150)
MSIR PRALY 05 - Office Mansger 2 i 2 - R
MSP PRLE 09 - Office Manager 2 - - TOd - 700
MSIE PRAEN 31 - Civll englneer 2 i - 1,003 - (1,000}
MSHF PRMLP $2 - Agministrative officer - - TG - (700)
MEIF PR 13- ol engineer 2 - - 1,00 - 11,000}
Fart time personnet
MEHR FRAU 06 - Envircnment consuttant 17812 3870 {13.933) 16.248 87,853 52 BOS
gﬂnifug":';" W= Egriormance gt : 19,805 18,805 2223 11,580 9,337
Cther speciaiists = 53,150 53,194 - - -
Frojact Financlal Augdlt 7514 700 519 5722 24 300 18578
Other costz
MSHF PRMU = Furniura . - - . - -
MSIF PRAL 01 - SH - IT equipment 327 3,855 3628 1,147 4 455 3318
MSIE PIAU 02 - BH - Yehicle = 15810 15010 = - Z
MSHP PML SH 04 FM software - 31 31 3,084 1.825 (1,260}
Training for the PMU staff 230 153 T2N - 25 837 28,837
Payrmants withaul contragt - - . - - -
Other costs 12,323 B0l 16323 14,681 G000 45318
Sub-total Component D - Originat Loan 38,971 112,282 7351 50 160 199,844 140,684
Municipal Services improvement Projest -
Adfditional Financing
AF Project Dirgctar 728 38.B53 38,127 2438 26,142 5T18
AF FM Specialist 23772 36,220 12,448 17.292 & 800 1.508
AF Precurement speciafist 22572 37,020 14,248 17.247 15,000 e
AF Construction Engineer 1 22 643 16,003 (12,843 18.073 500 o2y
AF Corstruction Enginear 2 18,577 - 18,577 15718 35015 19,297
AF Censtruction Enginaer 3 18,577 &, 00Q 113577 15.718 20,800 4 282
AF Densimuction Enginger 4 18,877 5,000 (13,877 2144 7200 £ 0585
AF Offipe MtanagenTrenzlator 13,000 12,004 11.000) 11,005 141,000 -
AF Administrativa’Operatve Agsistant 13,000 12,000 {1 0y 11005 1,000 2
AF FM assistant 14300 28,500 16,204 5.500 3,500 -
Sub-total Camporent D - Additional
Financing 166,744 185,593 19,844 134,163 171,657 7,484
Totaf Component D 204,715 297 875 #3160 164,323 371,501 187 178



Minlstry of Finance of the Republlc of Macegon!a

“Murlcipef Services Improvemeant Projact”

ARG Loan number 7608.-MK, Loan number B{58-MK and EC IPA Srapt o, TF 0i3d42

Project's Financial Statements
31 Decamber 2016

Statemant of Lzes of Funds by Project Activity (continued)

Df January 2078 through
31 December 2095

14

[Arrounts in ELIRY

Q1 Janugey 2015 through
31 Decambar 2015

Aciually Actuatly

disiurzad Budget Wariange disbursed Budget Yanance
Component E: IPA Rural Investment
Windaw
E AInvestment grants
KRATONVGD [PA GRANT 115.735 [115.734) L = =
BERCNVG IPA GRANT 1 117.772 (117.772) - - -
ILINDEN P8 GRANT 156, 149 280,000 193,851 - - -
CENTAR ZUPA [PA GRANT 220881 250,004 35,198 - - -
BOGDANCI IPA GRAMT 7B 291 260,000 183,00% - - s
MAK. KAMERICA [PA GRANT 37,202 250,004 222787 - - -
KRUSHEWVOD IPA GRAMT 128774 260,009 130,226 u - -
MAaK. BROD IPA GRANT 148 5843 250000 111,157 B - -
BOSILOWVG IPA GRANT 121,873 2600040 138,927 - - -
VEVCHANI IPA GRANT g7 218 250 (KK 172 781 - - 2
BEROWO 1PA GRANT 2 - - - N - .
RESEMN TPA GRANT 55,828 260,000 204 072 - -
BOGOYINJE (PA GRANT 80,086 . (&G, D35) - -
WASHEVD IPA GRANT - 187,333 187,332 - - -
MOGILA P8 GRANT = 2B0,500 260,600 - - -
FRADOWVISH IPA GRANT 112,114 260,000 147 EB7 - - -
GAZI BADA, IPA GRANT - 120,500 120,400 - - &
KRIVOSASHTAMN IFA GRANT : 2A{,000 2,000 . . .
GRADSKD IPA GRANT . 260,600 265,000 - - -
PROBISHTIF [PA GRANT 20,283 - (20.281) - - -
ZRMOVCE IPA GRANT - 16,000 166,000 - - -
MAVROVO ROSTUSHE [PA GRANT 200,000 200,000 - - -
DEMIF HISAR 1PA GRANT - &3,000 60,000 - - -
GEVGELLA IPA GRANT - 143,000 144,000 - - -
STUDEMICAN] IPA GRANT 104,000 104,000 - - -
IPA investrant grante - cthes munrizlpalitios . . . N = 5
Sup-tota! Comporent ET for MEP: 1,480,064 4,307 5% 207267 - - -
E_1.Technical assistanca
IPA Technicad assistanss {multiply contrects} 00,00Q 305,000 o - -
Sub-toltal Component E2 for MSIP: - 900,000 S00, 600 - - -
E.3.0perational cosis
IP& Cpedatonal costs (mulkpty contracts) - E04,000 B, 000 465 s (4655]
Sub-toia! Commponent E3 for MSIF: - 600,000 600,000 465G - |456}
Total Component E 1,480,066 5,207,333 4 327 267 456 - 1485}
Front End Fas - Original Loan . - - - -
Front End Fee - Additlonal Financing B - - - - £
Tolal Project Expenditures by activity 10,722 855 21 448838  10,725.583 463,725 8,117 408 1,485 683
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Miristry of Finance of the Repubiic of Macadornia

“Municipal Services Imgroveman: Project”

tBRO Loan number 7689-MK, Loan nurmber 8158-MK and EC |PA Grant Mo, TF 018512

Project's Financial Statements
39 Dacember 20716

Statement of Withdrawals — Designated

Account

Application # and dats

53

{Artounta in EUR

For the paried Fram 81 January 2016 threugh 21 Gecamber 20416

Total
Total Requested Dishurzed Difference
Criginal Loan T655-MK
#1721 December 2015 B15.576 B13.578 -
513,576 813,576 -
Addlticnal Financing 8162-MX
#B/ 15 Decermber 2015 1,003,803 1,923,603 i
#0/ 24 darch 2016 413,210 2,413,210 -
#1020 June 2016 21148, 128 2,048,128 -
#11.! 28 Novernber 2018 2427202 2,427,202 -
B R,012,143 8512 143 -
Waortd bank-MSIP EC IFA
#2/ DO May 2016 700,000 700,000 -
#2f 27 Dctober 2016 B49,004 £30.094 .
- 1,339,094 1,334,084
MEIP EC NKF
1/ 26 Decernber 2056 215,801 219,501 -
219,901 219,90

Apnlication # and dale

pamgLnta [n EUR)

Forthe perlad from 01 January 2015 through 31 Decernbar 2015

Totai
Total Requested Disbursad Diffgrence
Originai Loan 7699-MK
#11 Q? Juby 2015 1.301,054 1,201 054 -
1,301,054 1,301,064 -
ddditlonal Financing §158-MK
#1712 January 2015 1,109 470 1,108,470 =
#1/ D7 July 2015 1,883,200 1,983,200 -
3,002,670 3,082 670 -
World bank-MS1P EG P4
108 Detobar 2015 472 472 Eoim
472 472
MSIP EC NKF
1/ 04 November 2015 116 118 -
. 18 116 -




Minlsiry of Finance of the Republic of Macedonia 54
“Munlcipal Services Impravement Praject”
IBRC Laan numiber FEI5-MK, Loan number 8i58-MK and EC IPA Grart No. TF 018812

Froject's Financial Statements
34 December 201B

Sratement of Designared Account — EUR

Acoount nombes 0701.978-001 1236
Depository Bank Matianal Bank of the Republic of Macadarnia

Blwe Kirmar Josifouski Pite 1. 1000 Skope. Republic of
Address Macadoria
Laan Number TEA9-ME
Currency EUR

tAmounts in EURY}

For the pariod fram
01 January 2016 through 01 January 2015 through

31 December 2016 31 December 2015
_At 01 January _ 1,000,850 1,402,813
Add: Inflows
Reglanishment durlng the percd 813,576 1,301,054
Interest received 10275 2,555
823,851 1,209,620
Deduct: Oatfioms
Transler to keasury account {Minor desigrated account) - MKD (BE4 TEE) 11,513,087
Interest paid to Ministry of Finance {10.275) {8566
(75, 041) (1.521,683)
At 31 DeCam ber 939 590 1,090,880
Account number 0701 -978- B01 3604
Depaository Bank Hatiemal Bank of the Repubhe of Macedoma
Blwd Kuztnan Josifoveki Pite 1, 1000 Skopie. Republic of
Address Macedoniz
Loan Murrier B1568-MK
Currenty EUR

{Amounis in EUR)

For tha period from
01.January 2016 through 01 Janueary 2015 through

3 Dacamber 2016 M December 2615
AL 01 January s 367 518 536,093
Add: Inflows

Replenistment during the pariod 8,812,143 3002670
Intarast racgivay 3,300 10,583
8,821,443 3,103,253

Ceduct: Outfiows
Transfer to Haasury socount (Mirror desigrated accounty - MKD 8106617 [A261.247)
Transfer to reasury account- 7650 (99, 544} .
Inttarast paid 1o Ministry of Financo 19,300 110,583
18,175,861} (3.271,8309

Al 31 Dwcambar 1.015.088 367 516




Mintstry of Firance of the Republic of Macedonis .11
“Mun|chpal Services Improvement Projact”
IBROC Loan numbar 7858-MK, Loan number B158-M¥ and £C IPA Grant Mo, TF 018812

Praject's Flnancial Statements
N December 2016

Statament of Designated Account — EUR [continued)

Accaunt nurmbar 00-701-008152
Deposltery Bank Mational Bank of the Republic of Macadonia

Bivd Kuzman Josifovski Pite 11000 Skopja, Repubiic of
Address Macedonia
Laan Number MSIF P4 EU GRANT
Curndncy EUR

iAmounts in ELUR)

For the parica from
Ot lanjary 2016 through @1 danuary 2015 through

31 Detamber 2016 21 Decamtqer 2015
At 01 Januery 121 -
ardd: Inflows

Eeplenishmant dusng the perind 1,339,004 AT2
Inte st recaived 2.573 -
1,.M41.672 472

Daduct: Outflows
Teansfar to keasury acoount (Mimor designeted acoount) - MKD {1.260,864) (361}
j {1.260,864) {351}

At 31 Decembar 20,929 124




Ministry of Finance of the Repubiic of Macedonia 56
“Municipal Serviges Improvement Praject”
IBRD Loan number 7695-MK, Loan numbes B158-WM¥ znd EC IPA Grant Mo, TF D1E842

Project’s Flnangial Stataments
11 December 2016

Statement of Treasury Account (Mirror Designated
Account) — MK

Astount number D91 Q015773665
Cepository Bank Wailonal Bank of the Republie of Macedoma

Blvd Kuzman Josifoveki Pitu 1, 1000 Skopje, Republic of
Address Macedonia
Loan Mumber 7EDD-MK
Cursncy Macadorzn Denars ("MKD")

{Amounts in ELIRY

For the pariod from
{H January 2014 through O January 2075 through

31 Decambar 2015 M December 2015
At 01 January 148,460 15.269
Add: inflows
Transfer fiom designated account — EUR BG4 TEE 1,513,087
Transfar from aecnunt 8158 - EUR 58,344 .
Returr of princlpal from the Munizipality of Skip 1637 447 1,286,653
Returned sub loan funds on treasury gocount” 141 544 141,410
_Return of principal from Minlstry of finance to the project account 11,776 -
2,815,521 2811150
Deduct: Dutflows
Asrtount of etigible expenses peid during tha periad {£.215.138) 1,510,305}
Transfer of funds to Mimstry of Flnarce for returned prnapal
and imterast Fom the Munlsipality of Stip {1,837 48T (1,268 42%)
Returmad funds f account 8158 - MKD (58, 94d) -
Transfer to Petty Cash in Denar account {1,716 [1,225)
Transfer 10 Petty Cash in Eura account (207} -
{2514, 792) (2,779,559
AL 31 Decamber 47,189 145,460

* Un November 12, 2003 based on the mural ayrecment between the Mimstry of Fianes and rhe Muncipeliny
uf [Sup fas signaesoes of the Agreement), the Govenunent of the liepubbc of Macedonma made a decision tm
terminate Suli-loan Agreement No. MSI1P 36/ 5 A pril 2011, before the comnnlenon of the sub-pizoger
VArrangernent of the conerad city area 1n Sap”. According o the Sub-foan Apreernent conditions the Munterpaliey
of Fip is obliged to rotum the used amount roceived poor 1o the 1ermination of this Sub-loan agteement. Oin 17
December 2013, the Municpality of Stp rewurned pornoa of the disbursed sub loan fands o the MSIP prLojct.
During 2015, addinonal porricas of the disbarsed sub-loan n the amounc of 141,410 BUR was retumed 10 WS 2
propect in 12 equal matalments, These funds are deposited on the MSIP ] Teasury aecount and are wsed for
financmg of the Profect's eligble expenditurcs. Duing 2016, addiional portion of the disbursed sub-foan in the
amouni af 143,548 EUR was reumed co MSIP projeet in |2 equal instalments. These funds e deposited on
the SSTP Tiensury account and are used e fnancng of the Progect's shglble expenditares.



Ministry of Finance of the Reputdic of Macedonia
“Munictpal Services mprovemant Projact”

a7

IBERLC Loan number 739-¥, Loan number B158-M¥ and EC [PA Grant Mo, TF 018812

Project's Financlal Staterments
3t Decamber 2016

Statement of Treasury Account {Mirrev Designated Actount) — MED {continued)

Account number
Depository Bank

Address
Loan Number
Curmancy

At 9 January

03001 0016778645

Matlonal Bank of the Republic of Macedonta
Blvd Kuzmar Jogdovski Pliy 1, t000 Skopje, Fepublic of
Macedonia

8158-MK
Macedonian Denars { MKD"

fAmounts in ELRY

For tha pariod from

01 January 2016 through 01 Janieary 2015 thugh
1 December 2016 31 Decembar 2015

Add: Inflows
Transfer from designatad acceunt — ELIR B 106617 3,281 247
Interest rageived 400,159 vl
Transfer fram traasury account-7655 34,544 -
Ratumed maney fram City of Shope - 20,036 o
8,686 Tog 3,290 858
Gaduct: Duttiows
Amount of aligible expenses peid dusing the period {8,1686.561) (2.261.247)
Interest paid 1400155 (28521
Wieengly branstemed maney & Gity of Skopjs 120035 5
(&,585,758) {3.280,BGE}

_At ﬁ..nmm bar

Arcount AEmper
Depasitory Bank

Address
Loan Mumber
Currency

At 11 January

DeNd1G01B778505

Mationat Bank of the Republic of Macedania

Blvd Kuzman Josifovs ki Pitu 1, 1000 Skopje, Republic of
Macadonia

MSIP EU IPA GRANT

Macedantian Benars ("MEDT)

{Amounts m ELURY

For the pariog from

41 January 2096 through 01 Janvary 2015 thraugh
1 Decemiar 2014 31 Pecember 2015

Add: Infloars

Transter tram designated account — EUR 1,260, 64 s
1,260,854 A55

Daduck; Dutflows

Amount of aliqible expenses paid dusing the pariod 11,260,865 1350}

At 31 December

{1,260,865) {350)
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Frojact s Finamctal Statements
31 Decoamber 2518

Staternent of Trgasury Account {Mirred Designated Account) — MKD (continued)

Accaunt number 0800100187 78925
Depositary Bank National Bank of the Repubdic of Macedora

Blvd Kuzman Josfoveki Pite 1, 1060 Skopje. Republic of
Addrase Macedoeie
Laan Member MSIF IPA NEF
Cuirency Macedonian Denara ("RMKE")

(armounts in ELIR)

For the period from
01 January 2016 through 01 Janeary 2016 through

31 Degamber 2016 31 Decamber 2015
At 01 January £
Add: [nflowsa
Tranafer fram Ministry of Finangs of the Repubik of Macedona
{Agency for financial suppart of agriculture and rural
deyeiaprmant) 21821 116
218,201 191G
Deduct: Qutfiows
_Amouni of sligble expenses paid during the period (218,201} (116)

{215,201} {118)
At 31 Dacembar - i




Ministry of Flnance of the Republic of Macedoniz
“Mun|cipal Services Improvement Project”

1BRD Loan number 7R85 MK, Loan number 8158-MK and EC IPA Grant Ko TF 013812

Prajact's Financial Stetements
31 December 2016

Statement of Petty Cash in Denar Account

Loan Mumber
currentcy

FEA-MHC

Macedonian Denars ("MEDY

(Amounts In ELIR)
Far the peried from

01 January 2016 through 01 January 2015 through

31 December 2016

531 Decamber 2015

At 1 January 204 Ei)

Add: Inflowa

Transker From Mirrer Degynatad Account - MED 1.716 1,224
1,746 1,225

Deduct: Outflows

Ampunt ¢f slalble expenses paid during the pencd 1. 848) (1,117}

~ i1,848) (1,117},

At 31 Gacember 204

71
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Project's Financial Statements
¥ Decomber 2016

Statement of Petty Cash in Euro Account

Loan Mumber
Cufratcy

TRE-ME
EUR

[(Amounts in ELIR)

Far the pariad from
M January 2016 through 31 January 2015 through

21 December 2316 3t Decomkber 2015
At 61 Janugry Lk 383
Add: Infiows
Transfer from Mirror Designated Account - MKD 07 -
Returned advances for business trip 5 £
&07 -
Caduct: Outflows
Amaunt of eligible expenses pad quring the ey (850)
Advanges for businesa trp i =
(890} -

At 11 Decermbaer

- 383
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Notas to the Projects' financial statemeants {conkinued)

Notes to Project’s financial statements

1 Gonearal

O 20 June 2009, the Mmistry of Finance of the Republe of Macedenia (hol?), entered into the Loun
Agreement numbered THU9-MK with the Internanonal Bank tor Reconstruction and Develupment
~TBRD™) for financing the “Mumcipal Services Improvement Project” (further referred to as “the
Project™) in the amount of ELR 18900000 Om (4 Acgust 2009, IBRD accepied the evidence
submitted in fulfilling the conditions preceden 1o the offectivencss of the Loan Agreement and
consequently the Project and the Loan Agreement became effcctive on the aforementivned date.
Realiocation of the loan proceeds was done ot 20 Decemnber 2011, According o the amendment of
the Loan Apreetnent signed on 7 June 2042, the Closimyg Date af the Projec 1z 30 November 2017,
which was subsequently exteaded with the Loan Amendmeut signed on 24 December 2014, Uhe
Closing Date of the project is March 201%.1n response 10 high demand of municipalities and zllocation
of funds under Component A i December 2011, Mol? formally requested [BRD to Provide
additiona] financing. The loun was sipned ua 7 June 2012 and funds hecame effectve an 1ih July 2012
for additonal financing in the amount of EUR 37,200,000, On 24 December 2014 the Ministey of
Finance of the Republic of Macedonia Dok, entered it the Grrant Apreement EC 1124 Grant Mo,
TFO18812 wich che Intermational Bank for Reconstrucson and Development (“IBRIY) tor finaneing
the “Municipal Services Improvement Project’” acting as administrator of grant funds provided by the
Furopean Commission under the BC TPA Rural Investment Single Donor '|'nast Fund in an amoun
sot o exceed FUR 14,647,500, The Grant 1= funded out of this trust fund for which the Waorld Bank
receives petiodic contributien from the Donar,

The following table underdines the categories of Elygble Fxpendineres that may be financed out of the
proceeds of the Loan (“Category™), the allocation of dic amounts of the Loan o cach Categury, and
ihe percentape of expenditures to be firanced for the Ebgible Expenditures in each Category:

Armpuntofthe  Amount of the

Laan allocated  Loan aflpcated
[axpressad in rexprassed i Parcentage of
Eura) Eurg) Tatal thee
Revized original Additional rexprassed in  Expenditures to
Categony values finanoing values Eurm) be hnangsd
1. Sub-loans under Companent A of the Projact 16 540,650 31,473,000 44,083,850 100%

2 Coods. Works, Congoltants’ services gnd
Traiming for the Project 256,050 1,824 700 2 080,750 190%
3. Grants under Companant © of the Project 1,300.0090 2,802,000 4 202 00¢ 100%
4 Ogersting Costs 735 .05 807,300 1,663 350 100%
5. Front-and Fes 47,250 83,000 140,250 0.25%
Total 18,900,000 _ 37,200,000 56,100,000

According 1o the provisions of the | oan Agreement, the Borrower is lable vo repay the principal
amount of the Toat in semi-annueal mstaliments in the amouar of EUR £ 181,250 payable each 15
February and 13 August, commencing 15 August 2014 dirough 15 February 2022, The Burrower is

liable o pav to IRRDDY 4 fronc end fee equal oo 174 of 5%

(0.25%) of the Loan amount and interest for
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Hetas to the Projects’ financial statements (continued)
F 3 Project Objectlves, Activitles and Institutional Arrangements
Project Objectives and Activities

'The objective of the Project is to improve rransparency, fnancil sustainability and delivery of mrpeted
rmumicepal seevices in the Paracipating Mumcipalities, The Project consists of four components:

Compenent A: tdunicipal Tnvestmnents

Provision of Sub-loans o the Participating Municipalities 1o finance Sub-projects in the area ol water
and sangation services, solid waste management and vther revenuc-generating or cost saving
\westments in communal services selected in accordance with the criteria and procedutes set forth In
the Project Clpemtional Manuoal.

Component B; Capaciry Building apd Insanstonal Reform
1. Provision of consubtants’ services and T raining 1o the Participating Municipalities o assist wath Sub-
projecrs prepazation and wuplementation.

2. Pravision of consultants’ services and Training ro the Participating Municipalities and thar
communal service enierrises to strengthen their capacay i service provision, commuications and
public outreach activices and in meeting Lhe selection criteria for Performatice-based [nvestment
Ciranrs under Comgponent ( of the Project.

3, Insttational strenpthentty of the Borrower's national agencies through study of policy issues and
steatepy development velated 1o the financial sustainability of municipal SEEVICES.

Component C Performapoe-based Tnvesyrpent Sirants

Provision of Performance-based [nvestment Granrs to selected Parsictparing Municipalives that meet
the perfurtnance erteria st forth in the POM as an fncentive and reward for improving the

perfurmance of municipal zervice deliven.

Componens by Projecs Manapement, Menitonng ard Eopluabon

Srrengthening the capaaty of PMU, Parucipanng Municipalities and their communal service
enterprises for Project management, monitoting and evaluation rhrough the pravision of s,
consultant services, including Project audit, Trainiog, and Bnancing of Operating Costs.

As of 24 December 204, wich the Amendiments ro both Loan Agreements, a new Compenent F has
Leen added to Schedule.

v IPA Rural Investnen Window
1. Provision of investment Sub-Granes m EC [IA Participanng MMurucipalites

3. Provision of wehnical assistance In the {orm of consulting services, mehuding technical assistance,
surwrevs, studies and wainings to 1C IPA Parucipating Municipalities, for the preparation of
techmical documentation, relevant analysis and swidies for potential sulb- projeces, assistance on
procedural and sccouning issues, faciltation of workshop an eommon constraints, lessons leaent
and best pracrices, etc. The technical assistance i o msere all NC IPA Partcipating Municipalines
are #hle to benedit from invessment Sub- Granls.

3. Linancing of operanonal expenditure of rhe PMU relaed o the implementation ol the part btded
component F.
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Heokee i the Prolocts’ financial statements {continwad)

Projoct Objectlves, Activities snd Institutionai Arrangements (confinwed)

Institutional Artangements

At all ames dunng the implementation of the Project the Bummuwer shall mmintain the Project
Coordimanon Commirtee with a composition, resocrces and terms of reference sadsfactory w the

Bunk.

Throughout the dutatton of the Project the Borrowee shall maintamn the Projeet Management Unit
responsible for overall management, coordinasion, maonitormng and evaluanon of the Project with a
composition, staff, resources and terms of reletence sausfacrory 1o the Bank

The Bnrrower shall carry out the Project in accordance with the Project Operational Manual and shall
not amead, saspend, abrogate, repeal or wiive any provision of said Manual wachout the prior
approval of the Bank,

3 Accounting policies
Foliowing are the principle accounting policies adopted 1n preparation of these fthancial steterments,
These zerountng policies are consistently applied to all financial peniods presentad.

Basis of preparation

The accompanying fAneneddal stalements have been prepated For rhe purposes of repotting 10 TBRID,
on the acdvitics of the Project related 1o the loan received for the completion of the Project’s
o:blectives, in accordance with the respective provisions sct out in the Loan Agreement nembered
T699-ME and Loan numbered 8138-ME sipned berween the [BRD and MoF, These financeal
staternents are prepared on the cash receipes and dishursement basis and include all Project - celated
expenditures incutred, which are finenced under the provisions ser ow in Losn Agreement numbered
7699-MMI dased 2% Junc 2009, Disbursement letter dared 2% June 209, Loan Agrecment numbered
BISH-MK dated 7 fune 2012 and O IPA Granr N, TE 18812, 1isbursament lener, dated 34
December 214

These instrucnons closely follow the World Bank’s Dishursement Gaidelings for Projects.

The Hrancial statements have been prepared tor the pertod from 4 [aneary 2014 dhrough 31
December 2014,

Currency translation

All accouants ave kept i 1luro as this is the reporong currency of the Projece. Transactions
denceninated i correncies other than Euto are translated using the Buvng Foretpn exchange rates of
rhe National Bank of the Republic of Macedonia for interaational payment operations of the

gervernment bodies of Republic of Macedonia prevailling at the date of the ansacion.



