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Abstract: The State Audit is the most important 

institution which conducts supervision of the Budget 

expenditures. This is regulated with theState Audit 

Law which provides the legal framework of the 

State Audit Office operation in Republic of 

Macedonia. 

This paper focuses on the competences of the 

State Audit Office and its regulations within 

domestic legislation. In order to offer an in-depth 

research, the State Audit Reports for 2012 and 2013 

have been analyzed, as well as the extent of 

corrections based on the recommendations to the 

audited. This will lead to further ideas, conclusions 

and findings in the area of the State Audit. 

It will also pertain the INTOSAI standards, the 

International Standards for State Audit Institutions 

generated by the Committee for State Audit on the 

XIV INTOSAI Congress in 1992 in Washington and 

with the amendments adopted on the XV Congress 

of INTOSAI in 1995 in Cairo. 

Key words: revision, responsibility, budget finances, 

State Audit report. 

 

Introduction 

The word for “audit” is “revizija” in 

Macedonian and contains the same root as 

the English word “revision”. It means to 

investigate, verify or correct the financial 

documentation, as well to inspect its 

accuracy (Blazevska, 2002). It is derived 

from the Latin verb “revidere”, meaning to 

inspect or investigate, but also from new 

Latin “revisio”, meaning to inspect or 

investigate something again (Jankulovska, 

2011, page 3). The word “revision” is 

derived from the Latin “audire”, which 

means “to listen”. The person who revises 

was expected to listen and revise the 

finances. The increased development of 

trading in the 19th century required greater 

financing, which was procured by a larger 

number of investors. The practice of mutual 

ownership of companies began, as well as 

companies with limited liability. The 

owners of the companies started employing 

managers who would manage their 

businesses, and who were obliged to give 

reports on their work usually once a year. It 

was common for the investors not to be 

familiar with the business in which they 

entrusted their financial means, or knew 

very little of it, hence they were not aware 

of the authenticity of the financial reports 

which the managers submitted(Handbook 

for Internal Audit). For that reason a third, 

independent person was assigned, who was 

responsible for inspecting the accounts, 

investigating and examining the accuracy, 

in order to give professional opinion. At the 

beginning the financial reports were oral. 

Then the person professionally hired to 

listen to the manager’s report informed the 

investors of his opinion. These so called 

listeners were later called, what we 

nowadays refer to as “revisori” (auditors) in 

Macedonian. Later, these reports developed 

into written financial reports, but the term 

“revizor” or “listener” remained. 

The audit is an inspection into the 

financial reports, which refers to a subject 

financially oriented or not, with no 

relevance of the subject’s size and legal 

form, when the purpose is giving an opinion 

about it(Vukoja, B). 

In most countries, as well as in 

Macedonia, there is a special state organ 

which performs the work of state audit, and 

that is the State Audit Office. The State 

Audit Office has the status of an 

independent legal subject. 

 

1. What is the State Audit  

The conditions and circumstances in the 

society in which we live are such that 

require an increased interest in the ways in 

which budget finances have been used, as 

well as the legal subject who supervises the 
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public expenditures. These activities are 

under the authority of the State Audit 

Office. Its successful functioning and acting 

in accordance with the directions and 

recommendations given by this state organ 

is of vital importance and more than 

necessary for a country which follows the 

path towards European integration. The 

State Audit Office, as a state organ, is an 

independent institution which revises the 

use of the budget finances, and was founded 

in order to protect the interests of the 

country, on the one hand, but the interests 

of the citizens,who are obliged to pay taxes, 

on the other hand, as well. It aims at 

obtaining efficient and allocated use of the 

public finances in order to provide safe 

functioning of the state. The conclusions 

and recommendations included in the State 

Audit reports are often in the form of 

advice, but it is expected that this organ will 

have a more decision making character in 

the future. This will increase the 

responsibility on the part of the subjects of 

revision and the country as well in the 

direction of correct and efficient use of the 

budget. 

Tom Lee, who is one of the most 

renowned audit theoreticians, in 1984, has 

given the common definition of the term: 

“In the broadest sense of the word, audit is 

a means by which a person is assured by 

another person in the quality, condition, or 

status of an issue questioned by such other 

person; the need for audit arises because 

the person is in doubt or suspicion in the 

quality, condition, or status of the 

underlying issues, and is not personally 

able to eliminate the suspicion or 

doubt“(Lee, 1984, page 38). 

In fact, the audit represents an 

additional inspection into the professional 

work, based on the existing documents, and 

contrary to a type of control, it has a 

corrective character (Jankulovska, 2011, 

page 3). The audit represents a method of 

inspection of the accounting reports, the 

data from the mainbooks and other 

documents in order to obtain an authentic 

information about the economic and 

financial condition of a firm (Stanoevski, 

1998, page 324). 

It is a lawful obligation that the audit 

performs inspection into the use of the 

public finances, and to obtain information 

for the state institutions and the public 

about the regularities and irregularities in 

the use of those means. 1 

From the experience the State Audit 

Office has had so far, there is significant 

advancement in meeting the objectives, that 

is, the State Audit Office  not only advances 

the forms of work, it also introduces  new 

and quality approaches in performing the 

audit, which is evident from the 

considerable number of realized initiatives 

(Stevkovski, 2011, page 6). 

 

1.1.Historical development of the 

State Audit of the Republic of 

Macedonia 

The beginnings of the auditing institutions 

date back to 1945. The period after the 

World War II is marked with the emergence 

of the first audit institutions, which have 

undergone huge reforms leading up to the 

founding of the State Audit Office as a 

supreme audit institution.   In the period 

between 1991 and 1998, state audit was 

organized as Directives for Economic- 

Financial Revision, as an integral part of the 

Office for Social Accounting, later known 

as Central Securities Depository. After the 

transformation of the Office for Social 

Accounting into Central Securities 

Depository in 1994, the auditing activities 

were performed by the Directives for 

Economic- Financial Revision till 

31.01.1999, when the employees of the 

Directives for Economic- Financial 

Revision as part of the Central Securities 

Depository were transferred to the State 

Audit Office.2 The first Law for State Audit 

was passed in 1997 (“Official Gazette of 

Republic of Macedonia” No.65/97). 

                                                             
1 Retrieved from: http://www.akademik.mk/document/drzhaven-

zavod-za-revizija. 
2 Retrieved from: 

http://www.dzr.gov.mk/DesktopDefault.aspx?tabindex=0&tabid=
1062. 
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The basic rules and principles of 

performing state audit, as well as the 

organising it, and the State Audit Office 

competences are in accordance with the 

Law for State Audit (“Official Gazette of 

Republic of Macedonia” No.66/2010; 

145/2010; 12/2014; 43/2014;) and the 

specific delegated legislation. 

 

1.2.Competence of the State Audit 

The State Audit Office, as a state 

institution,is a legal entity which performs 

state auditing. In accordance with the Law 

for State Audit, it is performed in 

compliance with the auditing standards of 

the International Organisation of Supreme 

Audit Institutions (INTOSAI) and the rules 

established by the INTOSAI Ethical Code, 

declared by the Minister of Finance in 

“Official Gazette of Republic of 

Macedonia”. 

Grounded on the State Audit Law (“Official 

Gazette of Republic of Macedonia”, No.66 

from 13.05.2010), state audit involves 

“inspection into the documents, records and 

reports, the accounting and financial 

procedures, electronic and information 

systems, as well as other evidence of the 

correctness and objectivity of the financial 

situation, and the result of financial 

activities in accordance with the existing 

accounting rules, principles and standards; 

examining and evaluating the internal audit 

reports and public internal financial 

supervision, examining and evaluating the 

financial system management and 

supervision; examining the financial 

transactions which are public income and 

expenditures in the sense of lawful 

distribution of means; assessing the usage 

of means with reference to economical, 

efficiency and effectiveness aspects; 

assessing the subjects’ following the 

recommendations of the final audit report.” 

The above legal definition of the audit gives 

the framework of the State Audit Office’s 

activities, and it can be noticed that it is 

entitled to provide an assessment of the 

achieved economy, efficiency and 

effectiveness in the use of public finances. 

The State Audit Office also evaluates the 

measures undertaken by the audit subjects 

to follow the given recommendations in the 

final audit report. 

It can be concluded that this state institution 

has mainly an advisory role, because in the 

reports it gives assessment and further 

recommendations to the subjects of the 

audit, and the further activities depend on 

the decisions of the subjects of the audit. It 

should be the tendency of not only our 

country, but every country to strengthen the 

role and function, that is, the competences 

of the State Audit, in order that it grows 

into a decision making body of the use of 

budget finances. It is the only way to set the 

basis for responsibility on the part of every 

entity which is subject to audit, as well as 

the whole country. 

The audit is, according to the law, conveyed 

by an authorized state auditor and state 

auditor, who are employed at the State 

Audit Office. The authorised state auditor is 

a certified expert for state auditing who also 

fulfils other legal requirements. In 

accordance with the State Audit Law, the 

entities which are subject to the state audit 

are: the Assembly of the Republic of 

Macedonia, the President of the Republic of 

Macedonia, the Budget of the Republic of 

Macedonia and the municipalities’ budgets, 

budget beneficiaries, individual 

beneficiaries, public institutions, trade 

companies in which the state is the 

dominant shareholder, agencies and other 

institutions set up by law, other institutions 

financed by public finances, the National 

Bank of the Republic of Macedonia, 

political parties financed by budget means, 

beneficiaries of the European Union funds 

(with exception to the system for 

implementation, management and 

supervision of the instrument for assistance 

for European Union Accession of 

Macedonia), and beneficiaries of financial 

means of international institutions. 

State audit can also be undertaken on other 

subjects in connection with the entities 

subject to audit, who have economic, 

financial and other interest and are 

beneficiaries from the means for public 

expenditures. 
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We assert that state auditin is under 

compulsion performed on the Budget of the 

Republic of Macedonia, the budgets and 

funds on a yearly basis, whereas for the 

remaining subjects, the audit is conveyed 

within the deadlines set in the State Audit 

Office programme. 

The Assembly of the Republic of 

Macedonia proposes the persons in charge 

of management of the State Audit. It has the 

following competences: planning and 

performing auditing in accordance with the 

State Audit Programme, creating an annual 

audit report, submiting ongoing auditing 

reports with findings on irregularities: 

submiting quarterly reports about the 

indicators for supervision and assessment of 

the programme realization as part of the 

annual report. 

After the auditing, the authorised state 

auditor is obliged to prepare a draft audit 

report and send it to the legal representative 

of the entity subject to auditing and the 

person in charge of the subject of the 

auditing during the period when the audit 

was performed. Within 30 days of the 

reception of the draft report, the persons in 

charge have the right to submit their 

comments to the State Audit. After this 

period, the authorised state auditor prepares 

the final audit report. Both reports, the draft 

and final, have to be signed at least by three 

auditors. 

 

2. International auditing standards 
It is a permanent tendency to harmonise the 

standards in every country, which leads to 

the creation of international standards 

accepted by many countries. The Code of 

Ethics of the International Organisation of 

Supreme Audit Institutions was issued by 

the Auditing Standard Committee at the 

XIX Congress of INTOSAI in 1998 in 

Montevideo, Uruguay (Stevkovski, 2011, 

page30). These international audit 

standards proposed by INTOSAI have been 

accepted in the Republic of Macedonia, and 

are implemented in the work of the State 

Audit Office in the rulebook of standards of 

the state audit and international auditing 

standards of the International Federation of 

Accountants (IFAC). With this step, 

Macedonia is among the countries which 

have begun the process of harmonization of 

the standards and procedures which are 

accepted worldwide, as well as establishing 

an auditing system compatible with the 

systems of the developed countries. The 

INTOSAI standards are a framework for 

establishing the local audit standards of the 

state audit, and are not opposed to the IFAC 

standards (Stevkovski, 2011, page 30). 

 

2.1 INTOSAI standards 

The auditing standards of the International 

Organisation of Supreme Audit Institutions 

(short INTOSAI) originate from the 

declaration in Lima and Tokyo, from the 

INTOSAI reports of various congresses, as 

well as from the Expert Group Report of the 

United Nations for Public Accounting and 

Audit in the developing countries. The 

INTOSAI standards consist of 4 (four) 

parts: 

- Basic principles; 

- General standards; 

- Field standards; 

-  Reporting standards; 

These standards provide the framework for 

the procedures and practices to be followed 

in the conduct of an audit. All the parts of 

the INTOSAI standards have a different 

structure. For instance, the first part 

involves: the applicability of the standards, 

objective assessment, public accountability, 

management accountability, standards 

description, standards consistency, internal 

audits, and access of data, auditing 

activities, improving techniques for 

auditing and interest conflict. The second 

part, General standards, involves: 

independency, competence, due attention 

and other general standards. Field standards 

refer to the planning, supervision and 

inspection, investigating and assessing the 

internal audit, correlation with law and 

regulations, auditing proof, report analysis 

(Stevkovski, 2011, page 32). The fourth part 

of the INTOSAI auditing standards 

involves the standards for informing 

procedures, such as: form (title, signature, 

date) and content (completion, address, 
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subject matter, legal framework, correlation 

of the standards with legal regulations). The 

International Organization of Supreme 

Audit Institutions was founded as an 

independent, autonomous and apolitical 

organization with the headquarters in 

Vienna. The State Audit Office of the 

Republic of Macedonia is an INTOSAI 

member since 29th April 2001. 

The State Audit Office of Macedonia 

improves the international cooperation by 

participating in international organizations 

and institutions. It is a member of European 

Organization of Supreme Auditing 

Institutions EUROSAI from 2002. The 

INTOSAI organization for coordination of 

auditing activities of public expenditures is 

an independent association of the Supreme 

Audit Institutions (SAI). The aim is to 

promote efficient exchange of knowledge 

and experience from practice. INTOSAI 

headquarters are located in Vienna, and it is 

supported by the United Nations 

(Dragojevikj, 1993, page 21). 

 

3. Analysis of the Annual Reports 

of the State Audit Office 

The State Audit Office of Macedonia 

generates a report on the auditing and other 

activities on an annual basis. It submits the 

report to the Assembly of the Republic of 

Macedonia, at latest 30th June for the 

previous year. The Assembly analyses the 

report and brings conclusions. 

 

3.1. Annual Report of the auditing 

and activities of the State Audit 

Office in 2013 and 2012 

The Annual report of the State Audit Office 

summarizes all the results of the auditing 

activities completed throughout a year. The 

Annual Report for 2013 states the 

advancement of the State Audit Office has 

accomplished in completion of the project 

with collaboration of the Office of the 

Auditor General of Norway, aiming at 

improvement of the auditing efficacy and 

quality with the application of Audit 

Management System. 

In accordance with this report, regulating 

statutory status of stateauditing and creating 

an effective mechanism for analyzing the 

auditing reports in the Assembly of 

Republic of Macedonia according to the 

European experience will be the priority in 

the period following.3 

According to the Annual Report for 2013 

the employee structure involved in state 

auditing consisted of: 91 employees, 

authorized state auditors, state auditors and 

administrative support. They were 

organized in 7 sectors and 2 departments, 

out of which 3 sectors were directly 

involved in auditing activities (auditing 

sectors) and cover various sectors of the 

public sector, 1 sector for auditing 

improvement and supervision, 1 sector for 

auditing information  systems and 2 sectors 

for administrative support. The organization 

is also comprised of 2 departments: human 

resources and internal auditing. Auditing 

was performed by 80 auditors, and 73 

employees have a certificate for authorized 

state auditor. 96% of the employees are 

with higher education. 

Compared to the Annual Report of the State 

Audit Office for 2012, which consisted of 

92 employees, authorized state auditors, 

state auditors and administrative support, 

organized in 11 sectors and 2 departments. 

Seven sectors were directly involved in the 

auditing process (auditing sectors) and 

covered different areas from the public 

sector, 1 sector for auditing improvement 

and supervision, 1 sector for auditing of 

information systems and 2 sectors for 

administrative support. The organization 

also contained 2 departments for human 

resources and internal auditing. Auditing 

was performed by 75 auditors who had 

certificates for authorized state auditors. 

We can conclude that there is and evident 

difference with reference to the structure of 

the employees, above all the number of 

sectors and the employees of the State 

Audit Office. 

There are also evident difference in the 

budget of the State Audit Office in each 

                                                             
3 Retrieved from: 

http://www.dzr.mk/Uploads/WEB_Godisen_izvestaj__DZR_201
3.pdf.  
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year. The analysis of the auditing activities 

produced the following figures: 

- 103 audits; 

- 145 auditing reports for auditing 

regularities; 

- 7 auditing reports for success audit; 

- 170 revised subjects; 

- 1146 findings in audit reports; 

- 719 recommendations in the audit 

reports; 

- 57 review of audit reports for 

executing the recommendations; 

- 254 executed recommendations; 

- 181.119 million denars revised 

public income; 

- 63.170 million denars revised public 

expenditures; 

- 155 audit reports submitted to the 

Assembly of Republic of  

Macedonia; 

- 14 audit reports brought to the 

Public Prosecutions of Republic of 

Macedonia; 

- 6 audit reports brought to the State 

Commission for Preventing 

Corruption of Republic of 

Macedonia; 

The results from 2012 show that fewer 

audits have been performed, that is, 

totally 54 audits out of which: 

- 36 audit reports for regularities; 

- 10 audit reports for success audit; 

- 8 thematic audits; 

- 128 revised subjects; 

- 93 findings in audit reports; 

- 599recommendations in the audit 

reports; 

- 84 review of audit reports for 

executing the recommendations; 

- 303 executed recommendations; 

- 123.497 million denars revised 

public income; 

- 38.376 million denars revised public 

expenditures; 

- 793 audit findings;4 

The State Audit Office defines the planned 

subjects and areas, that is, the issues that 

have to be revised the following year in 

                                                             
4 Retrieved from: 

http://www.dzr.mk/Uploads/DZR_Godisen_izvestaj_2012%20red
uced.pdf. 

accordance with the criteria for choosing 

subjects and areas that will be revised on an 

annual level in the Annual Work Plan. 

Audit planning is in accordance with 

internationally accepted standards and 

auditing practices. The auditing plan 

includes the subjects which are to be 

compulsory revised by law.  

In order to meet the aims, depending on 

whether an audit for regularity or success 

has been performed, the auditing activities 

in 2013 involved 170 subjects of auditing, 

whereas in 2012 the number of subjects of 

auditing was totally 128. 

As an essential part of the system of 

supervision, state auditing aims at timely 

detecting deviations of the set standards and 

principles of law, efficacy, effective and 

economical use of public income in order to 

undertake particular measures and steps 

towards preventing the opposite in the 

future. The State Audit Office keeps track 

of the executions of recommendations 

given in the audit reports as part of regular 

auditing, special auditing and review of the 

executed recommendations, as well as aided 

by the information given by the subjects. 

According to the Annual Programme of 

2013, the State Audit Office has given 719 

recommendations before the Annual Report 

for 2013, for 297 recommendations the 

deadline for reporting on the undertaken 

measures had been met. From totally 422 

recommendations whose deadline for 

feedback information had not been met, 254 

have been completely or partially executed, 

that is, their execution is ongoing, 27 

recommendations have not been executed 

(depending on other factors such as other 

organs or disagreements), 9 

recommendations cannot be executed due 

to changed circumstances, and for 132 

recommendations there has been no reply, 

that is, there is no feedback from the subject 

about their execution.5 

Based on the analysis of the gathered data it 

can be concluded that from 422 

recommendations for which the subjects 

                                                             
5 Retrieved from: 

http://www.dzr.mk/Uploads/WEB_Godisen_izvestaj__DZR_201
3.pdf 
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were expected to take measures by the time 

the Annual Report was generated, 254 

recommendations have been completely or 

partially executed, which represents a high 

level of execution of 60%. It is evident that 

there is a certain number of 

recommendations for which the subjects 

have not given feedback, which will be 

subject to further procedures of the State 

Audit Office. In order to provide permanent 

review of the execution of 

recommendations, the State Audit Office 

will continue applying different approaches 

for gathering information on the executed 

recommendations which includes the long-

term recommendations, and a 

corresponding software for audit reports 

data analysis is in use. In 2013 the State 

Audit Office has performed auditing of the 

financial reports of 51 political parties and 

43 final audit reports have been issued. 

Audit reports have not been issued for 8 

political parties who have either  

been registered or erased in 2013. 

 

With the auditing of the parties there have 

been established certain conditions which 

the organs of the parties were obliged to 

take measures for.  

The priority of the State Audit Office for 

2013, based on the results of their activities 

and their transparency, was informing the 

public on the use of public income. That 

leads to continuous announcement of the 

Final Audit Reports on the office’s website, 

which is a vital part of the realization of 

“Annual Programme of the State Audit 

office for 2013.” 

 

CONCLUSION 

It can be concluded that the State Audit 

Office of the Republic of Macedonia, as 

well as the auditors follow the trends of 

new practices and innovations in the work 

which contributes to more successful and 

more efficient performing of auditing. We 

can state that there is insufficiently and 

imprecisely determined competence of the 

State Audit Officewhich is regulated by 

legislative acts and regulations, that is, the 

advisory role of the State Audit Office. This 

affects the increased number of cases where 

the responsibility by the auditing subject, as 

beneficiaries of the public income, is 

avoided, hence the responsibility towards 

the state is avoided as well. The auditing 

performed by the State Audit Office is a 

proof for correct, effective, efficient and 

economical acting of the subjects who are 

audited and presents the correct or incorrect 

distribution of budget means, and serves as 

a basis for measuring the state’s 

responsibility in the distribution of budget 

means. 

This paper contributes in the direction of 

providing a clear picture of the way the 

State Audit Office functions, what it 

represents, its role and importance. Through 

careful inspection of parts of the audit 

reports according to the Annual Programme 

for the State Audit Office in 2013 and 2013, 

and the extent of executing the 

recommendations in the financial acting of 

the auditing subjects, their systematization 

was enabled which brought to new 

awareness. Through following the acting in 

accordance with international standards and 

the European recommendations, we are 

heading towards improvement and better 

organization of this institution which 

represents a major factor in the state, and 

we are also a step forward towards the 

accession of our country to the European 

Union.  
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