Annex 3: Selected results achieved in the period 2022-2024
PILLAR I - Economic Analysis, Macroeconomic and Fiscal Framework

Priority 1: Revenue forecasting and reporting

Progress has been made in implementing the activities of this priority during the reporting period. Namely, with technical assistance from the World Bank, in 2024, short trainings on revenue forecasting models from excise duties on alcohol and tobacco products, as well as short training on the Power BI tool for monitoring revenue, were held. In the coming period, it is planned to conduct employee training and fully implement tax models in the Ministry of Finance. Full utilization of tax models will significantly improve the Ministry of Finance's tax revenue forecasting capabilities and will serve as a valuable tool for evidence-based tax policymaking and estimation of tax expenditures.
Priority 2: Economic analysis and Macroeconomic forecasting

All training missions planned with SECO were carried out during the period 2022 - 2024. This includes the establishment of a macroeconomic planning framework as FPP model, which is in its final phase, covering all sectors of the economy, i.e. the real sector (including the labor market aspects), the government, the monetary and the external sector. This framework is intended to enable coherent analysis of macroeconomic and fiscal developments, consistent short-term and medium-term forecasting of macroeconomic and fiscal variables, and policy analysis, for which additional training is planned for the period 2025-2026.

In this direction, with support from World Bank a new model for short-term inflation forecasting has been developed. However, the model for short-term projection requires additional adjustments depending on data quality. The macrostructural model, which will serve as a tool for economic analysis and medium-term projections, is currently in the development phase. In September 2024, in cooperation and support of WB experts through online workshops, the first projections were prepared. Further work on the models will continue with periodic staff training, planned to be conducted in phases until 2026, focusing on the country's Macrostructural model. Following the successful completion of these trainings, the preparation of a development plan for a complex CGE model is expected to commence in 2027.

In 2024, two IMF missions were held to identify, assess, and report on fiscal risks, during which a report on "Strengthening the Analysis and Reporting of Fiscal Risks" was prepared, along with the development of the Health Check Tool, which is used to assess the financial vulnerability and risks arising from the operations of state-owned enterprises.

After its establishment in 2023, the Fiscal Council began its operational activities in 2024, during which opinions and reports related to the Budget and Fiscal Strategy, as well as other analyses, were prepared.

Priority 3: Strengthening Debt Management

To the end of a more efficient development of the financial markets, Ministry of Finance has oriented towards issuance of new instruments on the domestic securities market. In the course of 2023, two auctions of development bonds for citizens - securities bearing the same features as ordinary bonds, but intended for the citizens of the Republic of North Macedonia - were successfully carried out. The citizens recognised this new instrument as a great opportunity to make a risk-free and safe investment, thereby adding incremental value to their money in terms of generating sound earnings amid inflation. Moreover, in line with the modifications and amendments to the Law on Financing Local Government Units, Ministry of Finance issued structural bonds in September 2023. Structural bonds are securities, which Minister of Finance issues to the municipalities, thus assisting them to settle the arrears towards the creditors. This instruments helps the municipalities both to consolidate their budgets and focus on their development. In October 2023, Ministry of Finance issued green bonds.  Funds generated at the auction were intended for the Energy Efficiency Fund established within the Development Bank. They are government securities, intended to support green projects in the country, aimed at accelerating green development and development of the capital market in the country by diversifying the offer with new instruments.
In January 2024, the Republic of North Macedonia met the requirements of the IMF statistical standard – SDDS Plus, by sending data on the government debt in accordance with this standard. Namely, in 2019, the country became part of the International Monetary Fund's Special Data Dissemination System Plus (SDDS Plus - Special Data Dissemination Standards Plus). The State Statistical Office, as a coordinator, together with the National Bank of the Republic of Macedonia and the Ministry of Finance, successfully passed the preparatory period for inclusion in this standard. The Ministry of Finance had a 5-year transition period for harmonizing the data with this standard. The fulfillment of the requirements of the SDDS Plus standard was realized at the beginning of 2024, when data on the government debt were published in accordance with this standard.

PILLAR II - Revenue Mobilisation
Priority 1: Tax and customs policy

Implementation of the Action Plan for the Tax System Reform Strategy 2021-2025 started in 2021.  In 2022, Ministry of Finance embarked on ambitious tax reforms in the area of personal income tax, corporate income tax and value added tax, aimed at broadening the tax base by abolishing nonproductive tax relieves and preferential tax regimes. This tax reform package was adopted by the Government in December 2022, with the Amendments to the Personal Income tax Law passing the Parliamentary procedure by the end of 2022, and the amendments to the Corporate Income Tax Law and Value Addd Tax Law in 2023. The tax reforms continued  in 2023 in the areas of tobacco excise duties and taxation of motor vehicles,  with adoption of the amendments to the Law on Excises and the amendments to the Decree on the manner of calculation of the motor vehicle tax and of the ammounts for callculation of the motor vehicle tax.

At the same time, during 2024, or more specifically in December 2024, amendments to the Law on Excise Duties was adopted, which were aimed at improving the regulation in terms of better application in practice and implementation of the provisions of the Law, by the Customs Administration as the only competent authority for the implementation of the provisions of this Law and the regulations adopted on the basis of this Law.

Also, in the area of ​​customs policy, two Decrees was adopted, amending the Decree on the classification of certain goods in the Combined Nomenclature in accordance with the regulations of the European Commission, (the 15th and 16th continuation) to the basic Decree on the classification of certain goods in the Combined Nomenclature in accordance with the regulations of the European Commission, published in the "Official Gazette of the Republic of North Macedonia" no. 222/2020. In addition, a Decision on the harmonization and amendment of the Customs Tariff for 2025 was also adopted.

Priority 2: Tax administration

PRO continuously strengthens the оperational and administrative capacities for the administration of tax revenues and contributions by strengthening administrative resources, more effective and efficient management of the overdue tax debt and management of compliance risk.

Particular attention is paid to the strengthening of of human resources, as well as in the area of more effective and efficient management of overdue tax debt and management of compliance risks, by establishing management structures and applying management strategies that will ensure that non-compliance with tax laws and other risks in tax operations are kept to a minimum.

In accordance with the IMF recommendations pertaining to strengthening tax compliance management, as well as implementing the 2023-2025 Strategy for Managing Risks in the PRO Processes, Compliance Management Committee was established with expanded powers and responsibilities.

The project "Building effective, transparent and accountable institutions for the management of public finances" became effective in the beginning of 2023 with the conclusion of an Agreement with the World Bank through which financial resources were provided for certain modules of the new integrated TIS of the PRO. The new tax information system (ITIS) aims to improve the operational efficiency of tax administration functions, as well as increase revenues by strengthening compliance monitoring and improving taxpayer services.

With the amendments to the Law on the Public Revenue Office, which are in force from 03.05.2023 the formal organization and structure for the implementation of the digital transformation reform of the PRO has been arranged and accordance with the legal provisions, the Director of the Public Revenue Office with a decision dated 18.05.2023 established a Working Body for the implementation of a tax information system, whose task is: implementation, upgrading, optimization, execution, regulation, maintenance, control, staff education and analysis of all processes and functionalities related to the tax information system.

In order to ensure the reliable realization of the project for the establishment of a new TIS, the Working Body prepared a reform program - a program for the implementation of the TIS 2023-2028 and for the purpose of more effective monitoring of the implementation, it established a Reform Committee.
On 30.10.2024, the Public Revenue Office adopted the PRO Reform Program 2025 -2028 entitled "Transition to the Digital World". The goal of the program is, by digitizing all PRO functions, applying modern information and communication technology and providing a reliable and secure information system, to transform the PRO into a flexible, efficient, effective and service-oriented tax administration. The priorities of the Program are:

• Priority 1: Consolidated electronic tax administration (e-PRO);

• Priority 2: PRO analytical capacity platform; and

• Priority 3: Security, stability and sustainability of TIS.

Expected results of the Program are changes that should be achieved by the end of 2028, which will reorganize the PRO according to a new business - digitalized model:

• Calculation and payment of taxes integrated into the "natural environment" of taxpayers and simplified automated and paperless processes integrated with other state and public authorities and entities, financial institutions and other relevant stakeholders;

• Enabled services for taxpayers and other stakeholders through various channels;

• Tax revenue management based on compliance, risk management and informed decision-making;

• Integrated information system of the PRO with fulfilled standards for security, stability and sustainability.

With changes to systematization during 2024, conditions have been created for the formalization of the management structure, a Reform Management Unit has been established and staffed, and a new Committee for Strategic and Reform Management in the PRO has been established, consisting of the PRO Director and top tax officials.

The reform program envisages that the existing Working Body for the Implementation of TIS and the Reform Management Unit will be transformed into a permanent organizational unit - the Directorate for Digital Transformation, which will be composed of 3 sectors dedicated to the daily management of reforms and digitalization of processes in the PRO, namely:

• business processes and regulation in the Transformation Sector;

• digitalization in the Digitalization Sector; and

• change management and organization in the Reform Management Sector.

The existing Digitalization Sector will be reorganized within the new Directorate for Digital Transformation.

For the implementation of the reform program – Priority 1 - Consolidated Electronic Tax Administration, working groups have been formed and started working to prepare tender documentation with technical specifications for public procurement for the purposes of the following projects for the implementation of the new TIS

• Establishment of a single register of taxpayers

• Electronic tax services and electronic mailbox

• Processing of tax returns and documents and tax assessment

• Debt and payment management and tax accounting

• Case management (tax procedure)

• Organizational and human resources management 

Within Priority 2: Platform for Analytical Capacity of the PRO, activities related to the e-Invoice project were carried out, as follows:

• Finalization of the technical specification for the e-Invoice project.

• Technical dialogue held, which challenged changes in the tender documentation.

• Public procurement of the e-Invoice system has begun.

Within Priority 3: Security, stability and sustainability of DIS, a scan of the vulnerabilities/weaknesses of the PRO IT system/s (IT infrastructure, software, etc.) was performed, with the aim of taking measures to increase the security, confidentiality, integrity and access to information that will ensure the smooth functioning and security of data on taxpayers, tax and other public revenues.

In parallel with all activities, and for the successful implementation of the priorities of the Reform Program, a working group has been formed to work on the consolidation of existing data (paper and electronic) in the PRO for the needs of TIS, as a prerequisite for ensuring easier and smooth migration of data from one system to another and transition to using new functionalities and business processes in the PRO.
Priority 3: Customs

Customs Administration has continuous working to improve the flow of information between all stakeholders in the activities related to the Customs Administration. Functionalities for data exchange data exchange from CDEPS with other with other institutions – takes place through the Interoperability Platform of the Ministry of Information Society and Administration (Ministry of Digital transformation). In 2023 and 2024, several trainings have been organized for the users of the customs IT systems.
Аccording to the EU Report 2023,  Republic of North Macedonia has a good level of preparedness in the customs area. Some progress has been achieved through continuous consolidation, application and upgrading of IT systems. The promotion of the concept of Authorized Economic Operator (AEO) continued, including through regional cooperation between the services of the states of WB6. According to the EU Report for 2024, Republic of North Macedonia has a good level of preparation in this area. Limited progress was made on the consolidation and upgrade of IT systems. The customs administration implements a fully paperless environment for processing customs declarations and excise documents. 

The Commission’s recommendations from last year were partially implemented and remain largely valid. In the coming year, North Macedonia should in particular: 

→ upgrade its national component of the New Computerised Transit System (NCTS) to Phase 5; 

→ ensure continued alignment of the customs legislation with the EU acquis and continue the consolidation and application of its national customs IT systems in line with the Commission’s Union Customs Code (UCC) Work Programme and multiannual strategic plan (MASP) modules, and ensure their upgrade; 

→ ratify the Protocol on Elimination of Illicit Trade in Tobacco Products.
The Customs Administration is also working on the introduction of a complete paperless environment in the customs procedure, through the implementation of electronic systems from the e-Customs program, i.e. the Multi-Annual Strategic Plan of the EU (MASP), which are compatible with the systems and procedures in the European Union. Currently, are implementing  2  systems that will be developed in the coming period, and the funds for financing the implementation are provided by the IPA 3 funds.

In November 2022 the application of green customs declaration was introduced, and the customs clearance is being completed in one hour.
In 2023 Customs Administration received a 4.8 million dollars grant from the Government of the Republic of Korea for the development and implementation of a risk management system and Data warehouse. The establishment of this system will enable better targeting of declarations: where there is a risk of paying duties in an amount lower than the real price of the goods, incorrect customs classification of the goods or incorrect origin of the declared goods. Future policies based on this system are aimed at developing the Customs Administration and improving risk management.

 Within the framework of the IPA 2018 national program, the Customs Administration procured equipment - Improving the quality of customs controls and the fight against fraud and illegal trade in goods from the Project "Increasing the quality of customs controls in the fight against fraud and illegal trade in goods", as well as equipment for a computer-data center at a remote location in order to ensure the continuity of business processes in the Customs Administration and the preservation of data through the consolidation of ICT systems and the establishment of a common Data Center in case of crisis and natural disasters.
The Customs Administration has started activities for еstablishing a system for marking and tracking tobacco products (cigarettes) through the TRACK&TRACE system. The purpose of this measure is, through the introduction of procedures and instruments, to fight against the illegal trade in tobacco products and to increase the collection of excise taxes. The Track & Trace system in the EU has been applied to cigarettes and roll-your-own tobacco since May 2019. It has been applied to other tobacco products since May 2024. In 2022, Information regarding the establishment of a Track & Trace control and monitoring system was submitted to the Government of the Republic of Macedonia. In December 2024, the Protocol to Eliminate Illicit Trade in Tobacco Products was ratified.
The connection of the customs administration to the appropriate IT infrastructure (CCN/CSI as well as to ie CA & CTA CONF), i.e. systems necessary for the testing of the new system, has been established. Once the installation of the new NCTS 5 system has been completed, the necessary tests for the commissioning will continue.
- Control and Investigation Management System (CIMS) - The new integrated information system will enable electronic coverage of work processes related to control activities, investigative actions, intelligence activities, risk management and other responsibilities of the Control and Investigations Sector in the Customs Administration, related to controls. This system is part of a wider Project that includes the procurement of equipment for control and investigations, as well as the procurement of equipment for a server room for increased security in operations. The value of this project-donation is 2 million euros (IPA programming year 2021 where the Customs Administration is included in the Action Document "EU against organized crime, in support of trade" through 3 activities). The tender is expected to be published in the first quarter of 2025.

- The new system for video surveillance and number plates recognition has already been established at all border crossings. This system allows for the selection and provision of recorded material for the needs of the Customs Administration services, but also for external institutions working on the issue of combating crime and corruption (Project for Facilitation of Trade and Transport in the Western Balkans - World Bank).
In order to automate processes, continuous work is being done on the development of new systems for interoperability with EU systems and systems from the national government domain:

- Development and implementation of changes to the New Computerized Transit System – Phase 5 - During 2024, work was carried out on the analysis and implementation of the necessary integrations of the NCTS 5 system with other customs systems, on establishing the external environment for EO, ​​enabling access to it, after which trainings were also conducted for EO on using the Trader Portal of the NCTS 5 system. After successful finalization of all testing and preparations in 2024, the system is expected to be put into production in January 2025.
- The project for the establishment of a new Risk Management and Customs Data Warehouse System (The Establishment of Risk Management and Customs Data Warehouse System) - is being implemented and financed through a grant received from the Government of the Republic of Korea, which will establish a centralized database of unambiguous and high-quality data as a basis for a quality decision-making process and ultimately, improving business processes in the Customs Administration for better protection of the domestic market. The project envisages the development of a new software for risk analysis and data warehouse of the Customs Administration. From the end of September and during October 2024 (during the visit of experts from Korea), the processes and functionalities of the system were revised. The system is expected to be fully functional by the end of 2025.
- Development of Economic Operator Registration and Identification (EORI) and Uniform User Management and Digital Signature -UUM&DS (Estimated implementation duration is 24 months)

The implementation of the Project started on November 6, 2024, when the first Kick-Off meeting was held, and from November 18, trainings conducted by the Project implementer began. The final result of the project should be the establishment of an Identity and Access Management (IAM) System that integrates uniform user management and digital signature, in accordance with the EU MASP-C and an Economic Operator Registration (EORI2) system in accordance with the latest EU requirements. The system should provide unique identification and access for economic operators, recognized by the customs authorities. This will serve as a common reference for the exchange of information between customs authorities and, where appropriate, between Customs and other authorities/institutions, in accordance with the new requirements defined in the Union Customs Code.
PILLAR III: Planning and Budget
Priority 1: Budget Planning

On September 15, 2022, the Parliament adopted the Budget Law, which came into force on September 27, 2022. According to Article 25 of the amendments to the Budget Law ("Official Gazette of the Republic of North Macedonia" No. 272/24), it will start being implemented on January 1, 2026, except for the provisions of Article 121, which will be applied from January 1, 2023. Additionally, the Gender-Responsive Budget Statement, the Form for assessing medium-term fiscal implications, and the Analysis and review of the costs of implementing a specific budget policy, will come into force on January 1, 2025.

The Law introduces numerical fiscal rules and fiscal principles in line with the EU’s fiscal rules, ensuring a more predictable and accountable fiscal policy. It also provides for the formation of the Fiscal Council, medium-term budget planning, improved management of state and municipal funds, and careful monitoring of the financial performance of state-owned enterprises.

Regarding the implementation of the Law, the Ministry of Finance adopted several bylaws during 2024 to facilitate its enforcement:

· Rulebook on Program Classification;
· Rulebook on Budget Classification by Sources of Funding;
· Rulebook on Organizational Classification;
· Rulebook on Economic Classification;
· Rulebook on Functional Classification;
· Rulebook on the Form and Content of the Administrative Payment Order;
· Rulebook on the Form and Content of the Medium-Term Fiscal Impact Assessment Form;
· Rulebook on the Form, Content, Establishment, and Maintenance of a Register of Public Entities;
· Guidelines for Preparing Macroeconomic and Fiscal Projections and the Coordination Process between Organizational Units and Institutions involved in Macroeconomic and Fiscal Planning

These bylaws were published in the Official Gazette of the Republic of North Macedonia, No. 277/24. At the same time, the Fiscal Policy Statement for 2024-2028 and the Fiscal Strategy of the Republic of North Macedonia for 2025-2029 were prepared in accordance with the provisions of the new Budget Law.

Priority 2: Strengthened Public Investment Management

In order to perform the functions related to the management of public investments, the Ministry of Finance has established a new Public Investments Management (PIM) Department with the new acts for the organization and systematization of jobs adopted at the end of December 2022.

The role of the PIM Department in the Ministry of Finance is to perform duties pertaining to public infrastructure project appraisal, primarily from the point of view of the fiscal impact, the risks and sustainability, giving opinions and recommendations on the projects, preparing summary list of proposed and appraised new public infrastructure projects, consolidating the list of prioritised public infrastructure projects, monitoring of projects, as well as developing and updating methodologies for project appraisal and review of preinvestment studies.

The staffing process in the PIM sector started at the beginning of 2023. The total number of employees in the PIM sector is planned at 14, and as of end - December 2024, the PIM sector consists of 6 (six) employees. 

In 2024, the PIM Department prepared the new Decree on managing public investment projects, as a by- law stemming from the new OBL (article 20), in order to establish a structured and comprehensive approach to decision making for the proposed public investment projects. The PIM decree regulates the manner of defining, preparing reviewing, evaluating and prioritizing new public investment projects, monitoring and reporting on the implementation and ex-post review of public investment projects as well as the roles and responsibilities of the entities involved in each of the stages of the PIM process. The Public Investment Management Decree is in the governmental procedure for adoption and will start to apply after its adoption.
The first training of more than 30 officials from relevant public institutions on the basics of public investment management was conducted in May 2024, with technical assistance from the World Bank.

MoF started to develop a short - term IT solution for public investment management (PIMIS) to collect and store basic information on public investment projects.
Priority 3: Effective Instruments under the Growth Acceleration Plan

This priority envisages establishment of 6 different Funds the objective of which, under this Priority, is to provide easier access to financial resources for companies, financing investments in the field of energy efficiency, supporting export-oriented companies, encouraging innovative activities. So far, two out of six of the envisaged Funds have been established: Guarantee Fund and Research and Development Fund, established and operating within the Development Bank of the Republic of North Macedonia. Furthermore, the Amendments to the Law on the Development Bank of North Macedonia were adopted on July 25, 2023 by the Government, then it was approved by the Parliament on October 3, 2023. With that the legal framework for the Energy Efficiency Fund was created and the possibility of its implementation. Regarding the Fund that should be established within the Directorate for Technological Industrial Development Zones, amendments from the Law on Technological Industrial Development Zones that will enable the Directorate for Technological Industrial Development Zones to establish and manage the fund are in government procedure.
PILLAR IV - Public procurement
Priority 1: Public Procurement Policy

In March 2022, the Government of the Republic of North Macedonia adopted the Strategy for the Development of the Public Procurement System in the Republic of North Macedonia 2022-2026 (hereinafter: "Strategy"), as a comprehensive document that unites the activities of key institutions in the public procurement system in the country, which was prepared with the support of the Twinning project "Strengthening the Functions of Budget Planning, Execution, and Internal Control." The Strategy identifies several priority areas with measures aimed at improving the public procurement process, under the competence of the Public Procurement Bureau, State Appeals Commission, State Commission for the Prevention of Corruption, Commission for the Protection of Competition, the State Audit Office and the Ministry of Economy.

In addition to the regular coordination of the above-mentioned institutions to monitor the implementation of the Public Procurement Strategy, cooperation in the field of public procurement has been further strengthened through the establishment and regular meetings of the Advisory Group of the key institutions of the public procurement system, aiming to timely identification of the legal gaps, weaknesses in the system and issues requiring improvement.

To support the contracting authorities in the improved implementation of LPP, the PPB, both, independently and in cooperation with experts from the Twinning project "Strengthening the Functions of Budget Planning, Execution, and Internal Control," has prepared and published on its website several manuals and guidelines on various aspects of the LPP. 
In 2023 the Republic of North Macedonia became a member of the Agreement on Public Procurement of the World Trade Organization. In the period 2023-2024, the PPB, according to the undertaken obligations, submitted 3 notifications to GPA, out of which 1 refers to the legal framework and 2 refer to value thresholds.
Priority 2: Public Private Partnerships (PPPs)

In line with the EU recommendations, Draft Law on Public Private Partnership (PPP) was submitted to the European Commission for its alignment with the given recommendation on three occasions, once in 2022 and twice in 2023.European Commission confirming that the Law is fully harmonised with the relevant EU Directive. The Draft Law on Public Private Partnership was complited and send for opinions to the relevant institutions. 

Ministry of Economy prepared initial version of the Draft Law on Concessions for Goods of General Interest. The Draft Law of Concessions оn Goods of General Interest was sent to the relevant institutions for opinions. The Draft Law on Concessions of Goods of General Interest was submitted to the Government together with the Draft Law on Public Private Partnership, after the elections.

On 15.07.2024, the Law on Concessions and Public Private Partnership was adopted ("Official Gazette of the Republic of North Macedonia" No. 147/24), by which the competence in the field of concessions and public private partnership was transferred to the competence of the new Ministry of Energy, Mining and Minerals Resources.

Given this, the Ministry of Economy and Labor is no longer competent for the field of concessions and public private partnership.
Priority 3: Appeal mechanism

The new WEB page of the State Commission for Public Procurement Complaints was implemented at the beginning of February 2022 and with it the transparency, efficiency and effectiveness of the State Commission for Public Procurement have been increased. By preparing the new WEB page and introducing an internal information system for document management that is interoperable with the ESJN, it is possible to pull all relevant data from the ESJN multiple times, especially data related to the public procurement procedure (contracting authority, applicant, subject of procurement, etc.), as well as all the data and statistics needed for the preparation of annual reports. Specifically, with the new WEB site, economic operators and contracting authorities are enabled to search for decisions of the State Commission for Public Procurement Complaints through a keyword, in order to more easily follow the views of the Commission when making decisions.

PILLAR V - Integrated Public Finances
Priority 1: Implementation of an Integrated Financial Management Information System (IFMIS) to support the implementation of Public Financial Management reforms and Organic Budget Law

The Ministry of Finance is working on the establishment of an Integrated Financial Management Information System (IFMIS) as part of public finance reforms. This system aims to modernize public finance management by digitizing processes, thereby improving the efficiency and transparency of managing public finances. This will be achieved by integrating existing fragmented systems in the public finance sector into a single centralized digital platform. The platform will include, among other components, modules for budget planning, budget execution (covering all expenses, income, and operations with a single treasury account), debt and state fund management, and more. The system will ensure interoperability with other government information systems, enabling automatic data exchange, and provide a web portal for secure access to all authorized budget users and public entities.

The implementation of IFMIS is part of the project "Building Effective, Transparent, and Responsible Institutions for Managing Public Finances," funded by a loan from the World Bank and a grant from the EU. The loan and grant agreements were signed on January 25, 2023.

From an institutional framework perspective, the implementation of IFMIS is supported by a project unit financed by World Bank loans. According to the budget law, the minister has formed a working body tasked with the implementation, upgrading, optimization, execution, regulation, maintenance, control, personnel training, and analysis of all system processes and functionalities.

In collaboration with technical assistance from the World Bank, the working body finalized the functional and technical requirements for IFMIS, and in November 2023, a public announcement was issued for the selection of an economic operator to develop and design the system. 
Additionally, in July 2023, a call for expressions of interest was issued for a consulting firm to provide technical assistance to the working body and facilitate the change management process related to IFMIS. In February 2024, another call was issued for technical assistance in operationalizing change management to improve communication and involvement with affected countries.

Priority 2: Strengthen the accounting of budgets and budget users

In 2023, by the consultants engaged through the UNDP project were held two missions regarding the preparation of the Strategy for Improvement of Budget Institutions’ Accounting. In June 2023 were presented the GAP Analysis for the introduction of accrual accounting in the Republic of North Macedonia the prepared Strategy with the Action Plan. Following the adoption of the Strategy, new regulatory framework will be prepared for implementing reforms in the field of budget accounting in order to adoption of new accounting practices and standards for financial reporting in the public sector.

Priority 3: Public finance Academy

The Public Finance Academy has 9 employees, who actively participated in trainings, workshops, study visits and conferences during 2024. Through these activities, the employees significantly improved their professional skills and competencies, for further strengthening the Academy's capacity to fulfill its mission.

A training room has been equipped and adapted within the Ministry of Finance, which provides modern conditions for organizing educational activities and supports the creation of an environment for learning and professional development.

At the beginning of 2024, the Minister of Finance adopted the Annual Training Program for Administrative servants for 2024, in which six trainings in the field of public finance were planned. Of the planned, four one-day trainings were successfully implemented. Additionally, in cooperation with the American Chamber of Commerce, an ad hoc training on the topic "The Role of the Public Sector in Supporting ESG (Environmental, Social and Governance) Standards and Sustainable Development Regulations" was conducted for a period of five working days.

The Academy of Public Finance undertook activities to implement a Training Needs Analysis in the Public Sector for 2025, which will serve as the basis for the preparation of the Annual Training Program for public sector employees for 2025.

Through the IPA Twinning Project "Strengthening the Functions of Budget Planning, Execution and Internal Control", a Curriculum Manual was developed as a basic document for structuring the trainings. Within the same project, two trainings for trainers were conducted - one at the basic and one at the advanced level. As a result of these activities, a total of 39 trainers were certified and included in the register of trainers.

The Academy maintains ongoing collaboration with the National Academy of Finance and Economics of the Netherlands and CEF Ljubljana. The Academy staff actively participated in international events, including a conference in Chisinau, Moldova, as well as trainings and workshops organized by CEF Ljubljana. In cooperation with CEF, a study visit was organized in Podgorica, Montenegro, where an exchange of experiences with the Human Resources Administration and RESPA was realized.

In addition, a two-day workshop on the topic “Learning and Knowledge Ecosystems/Public Finance Management” was conducted in Veles. The result of this workshop was the development of the concept for the transformation of the Academy into a Learning Organization.

In December 2024, the staff of the Academy of Public Finance attended a Training of Trainers, organized by the Tax Academy of the Public Revenue Office in cooperation with the USA Treasury.

As a result of the bilateral cooperation between the Ministry of Finance of the Republic of North Macedonia and the Ministry of Finance of the Netherlands, experts from the National Academy of Finance and Economics with joint collaboration with the academy in December 2024 prepared a proposal for an annual work program of the Academy, which includes clearly defined indicators for measuring efficiency and performance.

Initiatives were also taken to conclude memorandums of understanding with domestic and foreign institutions/organizations. On December 17, 2024, a memorandum of understanding with the American Chamber of Commerce was officially signed, which opened up new opportunities for partnerships and development.
PILLAR VI - Public Internal Financial Control
Priority 1 and 2: Financial Management and Control and Internal Audit

The Ministry of Finance, through the Central Harmonization Unit, updated the text of the draft Law on the System of Internal Financial Control in the Public Sector. The need to update the text arose in accordance with the Rules of Procedure of the Assembly of the Republic of Macedonia, and also due to the publication of new international standards for internal audit. At the same time, the text of the draft law is fully aligned with the new Law on Budgets, and other technical corrections have been made. After the completion of the entire legislative procedure by all institutions, i.e. after the adoption of the law by the Assembly of the Republic of Macedonia, the Law on the System of Internal Financial Control in the Public Sector was published on December 17, 2024 in the Official Gazette of the Republic of Macedonia, No. 255.

In order to strengthen the capacities of the Central Harmonization Unit (CHU) to review the quality of financial management and control, with the support of experts from the twinning project, 6 pilot quality checks were conducted (three for financial management and control and three for internal audit). Two new people have been employed in the Central Harmonization Unit, an Assistant Head of the CHU and a junior associate. The staffing of the CHU should continue in 2025.

At the 38th session of the Government of the Republic of Macedonia held on 10.12.202, the "Annual Report on the Functioning of the Public Internal Financial Control System for 2023" was adopted with appropriate conclusions for the improvement of the public internal financial control system.

The Central Harmonization Unit, independently and in cooperation with foreign experts, organized/conducted more than 20 trainings/workshops for employees in the financial affairs units, internal audit and for employees of the CEH.
Priority 3: Financial Inspection

The new Law on Public Sector Financial Inspection, adopted by the Parliament on 30th January 2023, aim is to the financial interests in the financial management of the state Budget funds, the budgets of self-government units and the funds from other public sources, as well as the EU funds, by determining the legality and their efficient and accountable use in accordance with the specific regulations stipulating the competence for performing financial inspection. Respective draft bylaws and internal acts are prepared and adopted or are in the process of final preparation. 

With the new law, the basis for starting a financial inspection has been redefined by introducing provisions regarding the form of submitted reports and their ranking, in a manner prescribed in an act adopted by the Minister of Finance, considering the efficiency of the procedure and the public interest. Also, a new provision has been introduced which stipulates that a financial inspection can be carried out ex officio, in cases of tampering or after information obtained during a financial inspection, for the existence of a well-founded suspicion of an irregularity, deficiency and/or suspicion of a criminal act in the financial management of public funds as well as of the EU funds among the subjects of the financial inspection. The law is also aligned with the Regulation (EU) No 910/2014 of the European Parliament and of the Council of 23 July 2014 on electronic identification and trust services for electronic transactions in the internal market and repealing Directive 1999/93/EC, in order to digitize the financial inspection processes.

PILLAR VII - External Control and Parliamentary Oversight

Priority 1: External Audit

The State Audit Office continuously invests in strengthening the skills and knowledge of state auditors, which ensures additional quality in work and maintaining professional integrity as an institution-bearer of progress in public funds management. 

The institutional and human resource capacities of the SAO have improved through the implementation of SAO Strategic documents and activities outlined in the SAO Annual Work Program for 2022/23/24. New SAO Strategic Documents have been created and implemented in accordance with the principles, standards, and guidelines of INTOSAI, aligned with the SAO Development Strategy 2023-2027. SAO Annual Plan for Continuous Professional Development for 2022/23/24 was implemented with internal resources and by using national and international experts in the relevant filed as well as with international support and cooperation with other SAIs and other international organizations.
With the support of the Twinning project "Improvement of external audit and parliamentary oversight", SAO prepared:

· Proposals for draft amendments to the Constitution of the Republic of North Macedonia for regulating SAO as a constitutional category;

· Draft new State Audit Law for strengthening SAO financial and operational independence.

SAO has implemented new and improved methodologies for  regularity audit, compliance audit, performance audit,  LSG audits along with a new structure for audit reports that are in line with ISSAIs, applicable financial reporting, and legal frameworks. SAO has adopted mandatory internal guidelines, in cooperation with the Public Prosecutors Office, for further actions to be taken post-audit. These guidelines aim to enhance communication and cooperation between the two bodies and will lead to more effective audits.
The SAO has improved its communication processes with stakeholders using electronic tools and media. It has also adopted innovative ways to present audit results to the public. To ensure better results and effectiveness of the audits performed, SAO has strengthened its cooperation with stakeholders. This has resulted in an increased level of visibility and added value of SAO's operations. The state audit's efficiency improved due to the modernization of processes, equipment and tools.
Priority 2: Parlamentary oversight

The State Audit Office (SAO) timely and objectively informs the Parliament about its work, about the audit findings from the conducted audits, provides support to the Parliament in fulfilling part of its competences by identifying and presenting irregularities, non-compliance with legal regulations, illegal handling of public funds and possible cases of corruption and abuse of official duty, which is why communication with the Parliament is considered particularly important.

The cooperation between the SAO and the Parliament takes place continuously in several directions and is realized through forms determined by the Law on State Audit and the Memorandum on Cooperation between the Assembly of the Republic of North Macedonia and the State Audit Office signed on October 21, 2022.
In accordance with the signed Memorandum of Cooperation, in the first half of 2023, two more summary reports were prepared and submitted to the Parliament, which represent the sublimate of the key findings of the individual audits performed in accordance with the Annual Work Program of the SAO for 2022, namely:

· summary report on audits of the total financial statements with a specification of the costs of income and expenditure in an election campaign for elections of members of the councils of the municipalities and the Council of the City of Skopje and the mayors of the municipalities and the mayor of the City of Skopje and audit of compliance and

· summary report on regularity audits of local self-government units.
In 2024, two summary reports were prepared and submitted to the Parliament in accordance with the Annual Work Program of the SAO for 2023, namely:

· summary report on performed audits of financial statements and compliance audits of the Local Self-Government Units and

· summary report on regularity audits of Public Health Institutions.

Also in 2023 meetings between the SAO and the Parliament, including the Committee on Financing and Budget, the Parliamentary Budget Office, and the Parliamentary Institute, with the support of the National Democratic Institute NDI were held, in the direction of greater cooperation between institutions and supervision of public spending.
With support of the National Democratic Institute, several workshops were organized in 2024 in which representatives from SAO and the Parliament took part. More significantly is the study trip/workshop organized and financed by NDI between the Swiss Parliamentary Service and the Service of the Assembly of the Republic of North Macedonia, in the Parliament in Bern, in the period from February 19 - 20, 2024, in which representatives from SAO and the Assembly participated (The Parliamentary Budget Office and the Committee on Financing and Budget).

In October 2023, for the first time in the history of the Assembly, Final Audit Report for the audit of the financial statements and compliance audit of PHI University Clinic for Radiotherapy and Oncology Skopje for the year 2021, of the Committee on Financing and Budget as parent body in the Assembly, was considered. This activity is realized as a result of the signed Memorandum of Cooperation between the State Audit Office and the Assembly of RNM, which provides for the consideration of individual final audit reports of the SAO. 

In 2024 several final audit reports were discussed or public hearing was organised by committees and bodies within the Assembly.

On 22 October 2024, for the first time since the SAO establishment, final audit report on performance audit was considered and discussed at the plenary session of the Assembly.
PILLAR VIII - PFM at Local Level
Priority 1: Fiscal decentralisation

With the technical assistance of UNDP, an assessment of the municipal financing system and the existing Law on Financing of Local Self-Government Units was carried out in 2022. The activities related to the preparation and adoption of the new Law have been postponed, taking into account that additional amendments have been made to the new Law on Budgets.

The amendments made to the Law on Financing Local Self-Government Units in 2022 have ensured an increase in the percentage of revenues that municipalities receive from various sources.Thus, the percentage of VAT revenues distributed to municipalities gradually increased from 4.5% to 6%. In 2024, municipalities received 6% of the collected VAT from the previous year, i.e. 4,202 million denars, which is an increase of 640 million denars compared to 2023. From personal income tax revenues in 2024, municipalities secured income of 6% of the collected personal income tax from salaries of individuals, according to their place of residence. In total, this amounted to 1,271 million denars, which is an increase of 352 million denars compared to 2023.
During this period, with technical assistance from UNICEF, the World Bank and SIGMA, analyses of the existing criteria for the allocation of block grants in primary education and culture were conducted and recommendations were made for determining new criteria for the allocation of block grants.
Priority 2: Financial discipline, transparency and accountability on local level

The amendments to the Law on Financing Local Self-Government Units from August 2022 provide for more realistic planning of municipal budgets, whereby own revenues in the municipal budget can be planned with an increase of 10% of the average realized revenues in the last three years. In doing so, it is possible if the municipality realizes its own revenues above 75% of the planned ones by the third quarter, to additionally increase its revenues up to a maximum of 20%, starting in 2025. For 2024, revenues were planned with an increase of 15% above the average with an additional 15% by the third quarter. As a result of this rule, at the end of the year it was concluded that the percentage of realization is over 90%, which indicates better planning of revenues.
In the ESPEO system, overdue liabilities are monitored, which represent debts that municipalities need to pay. Municipalities enter the data on a monthly basis, and quarterly data is published on the website of the Ministry of Finance. 

Quarterly monitoring of overdue liabilities and fulfillment of the conditions for declaring financial instability is particularly important for timely identification of municipalities that may face problems in managing their finances. This may be a prerequisite for introducing measures to protect financial stability.
After entering into force of the new Law on Financial Inspection in the Public Sector (*) (“Official Gazette of Republic of North Macedonia” no.19/23), on 7th of February 2023, within the reporting period ending with 31th of December 2024, a total of 261 submitted applications for financial inspection of public sector entities at the local level were acted upon.

The publication of data on municipal finances and their transparency plays an important role in the management of public funds and ensuring financial accountability. Thus, during this period, data on realized revenues and expenditures of municipalities for the fourth quarter of 2023 and the three quarters of 2024, data on overdue unpaid liabilities from the ESPEO system, the Final Account of the Budget of the Republic of North Macedonia for 2023, including the final accounts of municipalities, have been published on the website of the Ministry of Finance. With the support of UNDP, financial indicators are published on the websites of municipalities and the Ministry of Finance. The publication of financial indicators from the periodic financial reports for about 55 municipalities on their websites, as well as on the website of the Ministry of Finance, provides public insight into the finances of municipalities and facilitates monitoring of their financial situation.
