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Cablret of the Daputy Prire Minister for Economic ANairs and Coordination of Economes Departments
“Lecal and Regional Competitiveness Project”
IBRD Gram number TFOATTTR

Management Responsibility

The accompanying financial statements comprising the Statement of Sources and Uses of Funds,
Statement of Uses of Funds by Project Activity, Balance sheet, Statement of Breskdown of Loans and
Gipants, Btatement of Withdraaals ] Y Dresigmated Acoounr Sratements and relaced disclosure
Naotes (further referred as o “Project’s Financial starements™], of the Cabiner of the Deputy Prime
Mumuster for Economme Affars and Coordination of Economic Departments (“the Cabinet™), “Local
and Regronal Compentveness Project” [further seferred 1o as “the Project™), financed under
Internanonal Bank for Reconstruction and Development Grant [“IBRD™) numbered TFOA1TTS as at
and for the penind from 28 July 2016 1o 31 December 2017 included on papes 4 to 14, age the
responsibiliy of, and have been approved by the Project's management.

The acenmpanying Project's financaal statements have been comped by the Progect’s management,
for the pumposes of reportang 1o the Ministry and the International Bank for Reconstruction and
Development, in conformiry with the related requirements of the Waorld Bank's financial TEpOTng
guidelines and m complance with the selevant provissons set out in the Gram Agreement numbered
TFOAITTY daced 14 January 2016

Project’s management, in furtherance of the integrity and objectvity of the Project's financial
statements, has developed and mammmined an inrernal eontrol strecrure, including the appropnare
control environment, accountng svstems and control procedures. Project’s management beleves that
wnrernal controls provide assurance thar financial records are relable and form 2 proper bases for the
preparation of finascial statemenss, and that assets ase properly accounted for and safeguarded Theee
aze, however, inherent lmusations that should be recognized in conswdenng the assurances provaded by
the internal control structure. The internal control process also meludes management's
communscation to emplovees of policies, which grvern ethical business conduct.

Grrant Thamton DO § Independent Auditoss, have been engaged 10 audit these Project's
financeal statements opdance with the International Sundasds on Audieng, Their report is
incloded on pages? and 37
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Dr. Koca Angushev Antonia Sisak Stojnce Mifovsk;
Liepusy Primpe Musier Project Diirector Frnancal Management
Economic A ffars and C Specialist
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T the Management of the Projeet T

We have audited the accommpanying financial statements of the Cabmet of the Deputy Prime
Minister for Econoemic A ffairs and Coordinanon of Ecenomic Depantments (“the Cabmer'™™,
“Local and Regional Lompenmveness Project” (further refersed 1o as “the Preect™), financed
under Internanonal Bank for Reconstruction and Development, Grant numbered TF(O41779,
comprzsing the Seatement of Sources and Uses of Funds, Balance sheet, Statement of Uses of
Funds by Propect Acttaaty, Statemnent of Breakdown of Loans and Citants, Statement of
Withdrawals, Designated 3 coount Statemnents and related disclnsure Notes (further refersed as 1o
“the Project’s Financial Statements”) a8 at and foz the penod from 28 July 2016 10 31 December
2017 and included on pages 4 1o 14,

Management's responsibiity for the Project's financial stafements

These Projeer™s financial statements are compiled for the purposes of teporting to the Cabinet and
the International Bank of Reconstruction and Development management, and are the
responsibility of the management of the Project. The Projects’ masagement is responsthle for
developing and mantunng such mrernal control 2s management deternines js NECessary o enable
the preparation of financial statements thar are free from matcnal misstatements, whether due 1o
fraud or error

The Project’s Managemens policy = 1o prepare the accompanying Project’s finaneial StAlements on
the cash receiprs and disbursement basis in conformity with the related requirements of the Weorld
Bank's financual reporting puidelines and in complance with the relevant provisions set out in the
Lirant Agreement numbered TFOA1779 dased 14 January 2016, O this basts, cash recespls arc
recognized when received rather when earned and cash expendirures are reeogmized when paid
rather than when incurred

Awdifor's responsihiity

Chir responsibalaty is 1o express an opiucn on these Project's financial starements based on our
audit. We conducted our audit in accardance with audieng standards accepred m the Repubihe of
Macedona'. Those standards requare that we eomply with ethscal requirenents and plan and
perform the audit to obtain reasonable assurance about whether the financial statements age free
from matenial misstatement. An audit involves perfonming procedures o obrain audit evidence
abour the amounts and disclosures in the financia] statements.

! Intensatonal Standards on Audimng ISA™) issued by the International Yudimng and Aszuraner Sandards
Board MIAASE™), effective froem 15 December 2009, manslated and published i the “Offics] Garere™ of
the Republic of Macedonia no. 79 feom 2010,
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The procedures selected depend on the sudmor’s mudgment, including the assessment of the misks of
matesial misstatement of the firancal statemnents, whether due to fraud o error, [n making those
reek assessments, the auditor considers internal control relevant o the Propect's preparation and

far presentation of the financial statements in order to design awdit procedures that are
Appropriate in the dreumstances, but not for the purpose of expressing an opinion on the
effeetveness of the Project's internal control. \n audit also meludes evahuating the appropriateness
vl accounting policies used and the reasonablencss of accounnng estmates made by managemenr,
as well as evaluanng the averall presentation of the fimancial statemen s,

We bebeve that the audit evidence we have obrained s sufficient and approgriate to provide a basis
for our audit opinion.

Chpanuon

In our opinon, the accompanying financial statements of “Local and Regional Competitveness
Project”, financed under Interrasosnal Bank for Reconstrucnon and Development, Grans
numbered TFOAT79, present furly, o all marersal respects, the Project’s fnancial pesison as ar 31
Diecember 2017, and the movements on the Sources and Uses of Funds, Statement of Uses of
Funds by Project Acuviey, Statement of Breakdewn of Loans and Grans, Statement of
Withdrawals and Desgnated Account statements for the peniod from 28 July 20016 w31
December 2017, in conformity with the related requirements of the World Bank's financia]
repotting guidelines and in compliance with the relevant provisions set our in the Grant
Agreement numbered TFOA 1779 dared 14 January 2014,

Eknpjl‘:,
12 Tuly 2018

Crrant Tharnton DO, Skopie
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Dizectos | ..ﬂ"a . {Certfied Auditor
Surana Siavnk %k Rurana Srvnk
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Cahingt of the Deputy Prime Minister for Econamic Affairs and Coordination of Econesmic Depariments 4
“Local and Reglonsl Compotitiveness Projace”
I8RO0 Geanl numbsr TFOAT7TTE

Financial Siatements
For the paried from 28 Juby 2046 to 31 Decomber 3017

Statement of Sources and Uses of Funds

1Amourts in ELIR)
For tha paried from 28 July 2018 10 31 Decemnbar 2097
Actaal Flannag W aTIanDE
Cumenl  Cumulative  Current Cumuatie Curmani  Curmulatve
pairicsd 1o date ipariad 1o dabe e o dale
Sources of funds

Grant 13783 3317913 a4 T 404 7T 2813142 2 8% 147
Mational co-financing B - . . . .
nlerests Earmed - - . . : :

otal sources of funds I2NTBII A ATH1] A04TTT 404771 2243 2134

T —

Uses of funds

Financed by WE

Cempenant 2. Sirangihening

destination managemant & enabiing

Bvaronmand . . - - - -
2.1 Caniral level cagacity,

cngdinabon and pabcy . . . - . .
£3 Destinanon maragemani - - . . - -

Component 3 Imeasiment in ourism-

ralaled infragiructune & linkages ar
31 Infrasirusiure invesiments - . .
32 Grants lor enhanced Saurism

Sanice-dalvery & lacal ecanomic

mpact .

Componan 4 Sirengihening projec

maragemarni 355,368 55088 40T 404 771 (A A0Z) A9, 402

Fromt ang fes - . .

Total ues of funds 386369 IS6.360 AOATTI _ esaTT1  (w0a02)  (e0e0d)

Balance 1082 544
Bank balances at beginning of the

pasniad

Bank Balances, at end

_period 2,062 544 . . - : .

The Progect’s Financial Statements have been approved by the Cabinet on 12 July 2018 and signed on
; i -
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Cabinet of the Deputy Prime Mintster for Economic AMairs gnd Coordination of Economic Depariments §
“Local and Regionsl Competitivenass Progect”
IBRD Gramt mumbar TEDA 1T TS

Fimancial Sistements
For the period from 28 July 2018 to 341 December 2017

Statement of Uses of I'unds by Project Activiry

vmaunts in EUR)
For the pesiad Tram 28 July 2015 0 31 December 2017
Aciual Flairiniad Wariamos

Currerd Cumulative Current Cumuiative  Cumant Cumisties
peniod ter Dl parid 1o Clate pariod ta Date
Component 2: Strengthening destination
management & anabling envirenment
2.1 Central level capacity, coardination &
palicy
2 Training in publiz privale daiogue and
touriesm developmeni . . . . :
mmnrmmmmmmnm - - - -
&3 Equipmend for dala gathenng syssem - : -
214 Technical pssistance (TA) for
impienentabon of bisiness lcersing relorms - - - -
2% TA for implemantation of stardands
Improvement . -
2% TA for regualory simplification and desige
of plasiarm for electrorsc issuing of licansed
ared parmils in foursm . . .
Faymanis wilhaut condracd - - - : -

2.2 Destination management

27 Th an deslination Management: Study

bours [savarall - .
271 TA an Dealivation Managerment:

Stakeholdar mapping: Design of struchured

PFD platfoem and process: Training an

Deslinason Mamsgement; Davelopment of

toodkits and mamuals - s
711 infe sessons (Ohrd, Gradskn Ship)
-3

2/8 Design o softwaire o suppor destinabion
maRagaTis| - - - =
219 Equipment 1o suppan dessination

managemand (Lomputers, office furniture

alFer) - .
2110 Annual surosy of the pregect's impact an

beraficianes ard beal economes B .
Payients wilhoul contract . -

Sub-total Comipanent 2 2 . . =
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Cabinat of the Deputy Prime Minister far Econemic Affairs and Coardination of Econamic Dot o reroi il [
“Local and Ragianal Campetitiveness Projact”
IBRD Grank nsmiber TFOA1TTS
Finan<ial Statemants
Far ihe pericd from 28 July 2018 to 31 Decembar 2097
Statement of Uses of Funds by project activity (continueed]
[Ampunts in ELIRS
For the period from 28 July 2016 0 31 Decerber 2017
Hctual Planred Wanance
Curmanl Cumulatve Cument  Cumulalies  Cument Cumulabive
period ton Chate period o (ata [ he 1o Dl
Companent 3: Imvestment in tourism-relatsd
Infrastruciure & linkages ot destinatian
1.1 infragiructure investmants
Grang 1 - - . .
Contract 1 - . ) .
Cantract 2 - - - .
Payments withaut consract - - - =
3.1 Grants for enhanced iourism-service
dalivery & local sconomic impact
Seant 1 - .
Coriract 1 8 B
Contract 7 s -
Faymants without coniract : o . . .
Sub-total Component 1 = . - - = "
Compornent 4- Strengthening Praject
Managameani
41 FiU Direclor Cantract Mo, LRCE-IG-44 45 174 45174 af 550 45 550 (1,276) 11376}
A2 FM Spacialisl Contract Mo, LRCP .43 16,887 16 SAT 34 300 200 (17513 (1741
4} Procurement Speciaist Corras Na,
LRCP-IC-43 34 TEZ 24 ThE 34 200 200 582 552
405 Ciwil Engineer Corract Mo LRCP-IC 44 27 148 27,148 23,400 23 400 3, T4H 3748
478 Architect and Cultura Heritage 5 pacaks) - R 15.600 (1% 500) [15,600)
47 Townsm Developmen| Spacabst Coniras
No. LRCP-IC-a7 36,933 16,833 14 00 34,200 273 2713
48 Raguonal Devsapmant Specialist Canrack
Mo LRCP-IC-48 5 e 36 B34 34 200 4 300 et 2.734
478 Touwism Expert 1 B B . :
A0 Tounsm Exped 2 - = -
211 Toudism Expest 3 ; B .
4712 MEE ang Communication Specsalis]
Contract Mo LRCF-10-4017 T840 7,240 15,600 14600 (5 360 (8.380)
413 Ervvrormasntal Specialist Coniraci Ma
LHCP-IC-4/73 18.08% 18,0495 15,500 15800 2 44 1]
/14 Procuremani DMces Contract Mo LRCE-
I:-ai4 24 522 I4E27 X2 800 22 500 1822 1822
415 Administrative | sssstant | oparative |
Irareiaigr Contract bo, LRCPAC-ars 17,201 17,201 15,300 15,300 1,501 i.901
4/18 Financialsccounting Softwam and
supper and mairsenance tor the project
Hduraton 40 140 21,724 L3724 [23,584) (23 504}
4117 Office aquigment (compuiens. furniturs) 82,125 32125 31833 31 833 A52 402
AT Prject Vehcle - - 28381 26981 36361 (28 36N
4715 Training for PIU stad . 0565 GRS (3 Ba (8BRS
4118 Project audit . - -
420 Visibiity and Promotional Campaign : ; . ; .
4121 Cperatonal cost 55,314 58314 21,848 21,518 35,798 IE THE
Haymants withou? cortrac = 2 - .
Sub-tedal Companari 4 3568,380 J66.36% 404 TTM 404, TTT (49,4032 d-vll-.lﬂil-_
From end tes . . - . . .
Total Froject Expenditures 355,388 2ES3RT 404771 404.7TH (49,802  (48,402)
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Cabinet of the Deputy Prime Minkster for Economic Afairs and Coordination of Economic Deparmants

“Listal and Regional Compaetitvensss Project™
IBRD Giart number TEOAITTS

Financial Statarments
For tha peeriod Tram I8 .]IJI"' 206 o 31 Dacember 3017

Balance sheet

In ELIR 31 Decembear 2017

Assals

Bank nalances 2,562 544

Total assats 2,562 544

Funds and liabilities

Funds

Linspssnt fumds 2,862 544

Fund batance 2,882,544
_T-ﬂﬂ.l Fund and Habilities 1.B62 844
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Caliinel of the Deputy Frime Minister for Economic AMsirs and Coordination of Econamic Departments
“Local and Reglonal Campetitiveness Project”

IBRD Grant numbar TFOA1TTA

Financial Statemarrts

For the pariod froem 28 July 2016 10 31 Decamber 2017

Statement of Withdrawals — Designated

Account

Application ® and dabe

IBRD Gram TFOA1TTE

#14 Apnlcation ! 12 08 2015
#i4 Applcasion /10,05 2017

#3A_Appication ! 04122017

A meainls in LR
Far the pancd froim 28 July 2018 %0 31 Dacamber 3017

Teaal

Todal Reguesied Disbursicd iffrenoe
233 530 31000
400300 400,000

2,554 513 £ 554,911 =

3,217,913 3,217,513 .
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Cabinet of the Deputy Prims Minister for Economic Affairs and Coardination of Econamic Departments
“Local and Regional Compatitivaness Project”™
IBRD Gram number TFOAITTS

Finamtial Staternents
Far ibe period from 28 July 2016 to 31 Decembar 2017

Statement of Designated Account — EUR

Brenim rumber 00 707 00015852
Depository Bank Hatignal Bank of e Repubic of Macadons
Boddreds Lomple of Ranks. 1000 Skoppe, Republic of Macedona
Grart Numinar TFOAYTTR
Curmency ELR
(Ampunis in EUR|
Far thet paried frorn 28 July 2016 12 31 December
2017
Af 28 July 2018
Add: Inflows
Repenishmen during ihe period 3217 413
Iflerest mcshied .
R
Deduct: Outflcss '
Trangles b treasury actcourd (Mimor designaied accoiant) - MED [358 285
1388, 265)
Arq
December 2047 2_..-“-1 S
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Cabinat of the Depisty Prime Minister for Economie Afairs and Coofdination of Econamic Departmenis i
“Local and Reglanal Competitivaness Project”
IBRD Grant numbsr TFOA1TTS

Financial Statements
For the period from 28 July 2616 to 31 December 2097

Statement of Treasury Account (Mirror Designated
Account) — MKD

Boraifd number

1C0000I0008.3065
Deposilory Bank Natiznal Bank of the Republic of Macadomna
Address Complex of Banks, 1000 Skope, Reputlic of Macedonia
Girand Mumar TFOAYTTE
Curency Macadonian Derars "MK
[Amounts in EUR)
For the period from 28 Juky 2018 1o 31 Decambsar
T
AL 2R July 2018
Add: Inflows
Irenafer from designated acosunt - EUR A5E 265
156,265
Deduct; Owifloss
fumeiinl of eligible expensas peid during the pericd ] (355 365]
. ) |15
At 3 December 2017 F%
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Cabimel of the Deputy Prims Miniatar for Economic Afairs and Coordination of Ecanomic Departmants 12
“Local and Regional Competitveness Project™
IBRO Grart number TROA1TTE

Notes to Project’s financial statements

1 General

On 14 January 2016, the Cabanet of the Depury Memister of Econom:e Affairs and Coordinaon of
Economic Deparmments (“the Cabiner™ or “the Recipient™), entered into the Grrant Agresment
numbered THFEATTTY with the Internanonal Bank for Reconstrnzcnon and Development (C1BRL™) for

fnancing the “Local and Regional Competitveness Project” [further referred 1o as “the Proyect'”) 1
the amount of EUR 15,760, (0

The abectives of the Project are 1o: (i) to enhance the eontribusion of toursm to kocal economic
development; and {il) smprove the capacity of the Recipient’s grvernment and public entties to fostes
tourism growth and facilitate desunation man agemenl

The Boerower has established the Praject Implementanon Unit (“PIU™, responsible far the dav- ro-

day actvities and for procurement, financial management, disbursement and momtosing amd reporung
for the entiee Propect

The following table underlines the eategones of Elignble Fxpendinises that may be financed out of the

proceeds of the Grant M aregony™, the allocation of the amounts of the Grant 1o each Catepory, and

the percentage of expendimares o be financed fos the Ehgble Expenditures in sach Categony:
Parcamage of the

Expandiures o be
Financad [axchishe af

Amaund of the Gmat Alocated Tames, pther than
Categary (expressed in Eur)  personal ncome s
1.Ga0ts. oparating costs, raining, nen.
LOngunng services, and consullants” ssnices
uncar Campanent 7 and 4 of e Project 2.500, 000 100%
Z.Bubprojects undar Component 2 af the Froject 13,280,000 100%
Total 18,760,000

e Closing Drate of the Project is 31 December 3119
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Cabinet of the Deputy Prime Minister for Economic Afairs and Coordination of Economic Depariments 13
“Local and Regional Competitivensss Project™
IBRD &rant number TFOA1TTS

2 Project Objectives, Activities and Institutional Arrangements

Project Objectives and Actrvines

The Project conswsts of four components.

Lomponent 1: Techaical assistance for tounsm development (Pank executed)

Prowesion of technical assistance 1o (i) anprove the capacity of public and provate seakehalders m
supportng tounsm development at the national level in a number of areas, meluding, inter alia,
imartuticonal conrdination, data usage, and business covironment; and (1) support the Recipient.
executed actvities under Components 2, 3 and 4 of the Projeer.

C 25 ' il li X

2.1: Swengthening the Recipient’s insamstonal capaciey and coordination st the central goversimental
level through, nter ala: (i) carrying out of traming m puble-private dalogue and tourism
development; (it} supplying software systems and eguipment to implement mmprovements in dara-and
nformaticn-gathering; and (i) provision of technical assistance.

2.2 Developing destinanon management capaciry of key stakeholders (ncluding, inter aha, tour
opetators, mumicipalitses, centers for regional development, %GO, skills development institutons,
national parks authornes) in selected locations within the Recpient’s termtory, thn:rugh the preansion

of technical assistance, training, equipment and software svstems, all in aceordance with the relevant
cmterid set forth in the Project Operations Manual,

3.1 Prowasion of technical assistance and financing 1w selected mfrastruerure Subprojects that are

amed to improve the physical condition, access and marketing of tourstic Iocal atracuons, eultural
and narural hemtage sites.

3.2 Provision of financing o selected non-infrasmacmsee Subprojects (relatng to, mter alia,
promostonal scuvities, capacaty building and technnlogical mnovation i connection with tousism
products and services) aimed 1o enhance tousism service-delivery and benefit local economues.

. 4 8 i
Improving the msuusonal capacity of the PIU thronegh the provisinn of consuliant servaces, TEuRng,

goods, and operating costs associated with the implementation, monitosing and evaluation of the
Reapient-executed activities under Component 2,3 and 4 of the Project.

Institutional Arrangements

Throughout the duration of the Projecr, the Reciprent shall masnraia the PIU aath a composinon,
adequate staff and resources, funcooas and responstbilities (meluding the zesponsibility 1o manage,
coordinate, munitor and evaluate the implementation of the Project! sansfactory to the Werld Bank.

The Recipient shall carry our the Project in accordance with the Project Orperanonal Manuwal and shall

not amend, suspend, abrogate, repeal o warve any provision of sad Manual wrthout the pricr
approval of the Bank.
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Cabinet of the Deputy Prime Minister for Econamic Affairs and Coordination of Economie Dapa Firments 14
“Lecal and Reogional Competitiveness Project”
IBRD Grant number TFOAITTE

3 Accounting policies
Following are the principle accounting policies adopted m prepatation of these financial statements.
These accounting palicies are consistenty apphied o all financial periods presented

Basis of preparation

The accompanving Gnancal statements have been prepared for the purposes of repoming o IBRD,
on the acevities of the Project selated to the grant recesved for the completion of the Project’s
olbijecaves, i accordance with the respective provistons set our in the Creant Agreement numbesed
TFALTTR ﬂgﬂﬂd berween the IBRD and the Cabinet of the 13:p1lﬁ' Pome Minsster for Fronomg
Affaers and Coordinaton of Fconomic Deparsments. These financial statements are prepated on the
cash receipts and dishbursement basss and include all Project - related expenditures incurred, which are

financed under the provisions set out i Grant Apteement numbered TFOIA1T7S dated 14 |anuary
.

I'hese inmstruconns closely follo the World Bank's Dishursement Guidelines for 17 oS,

The financial statements have heen prepared for the pencd from 28 July 2006 thiough 31 December
mr.

Currency translation

Project’s financial statemenss are keptin Fure as this is the repomng currency of the Project.
Transactions denominated in currencies other than Euro are translated ustng the buving foreign
exchange rates of the Nanonal Bank of the Republic of Macedonia for mtemational payment
operations of the government bodies of Republic of Macedoma by which each mstalment of EUR 15
transferred to Denar account in bank, unel that Denar amount is spent.



