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INTRODUCTION:

The State Commission for Prevention of Corruption, in accordance with article
49 of the Law on Prevention of Corruption and article 21 of the Law on
Prevention of Conflicts of Interests, presents this report about its work in 2008
to the Parliament of the Republic of Macedonia and submits it to the President
of the Republic of Macedonia, to the Government of the Republic of Macedonia
and to the media.

This report refers to the second year of the term of office of the present
composition of the State Commission, or the seventh year of its overall
existence. The report openly, authentically and objectively presents the overall
work of the State Commission with respect to the achievement of its complex
legislative responsibilities. The report offers insight and provides possibilities for
all competent institutions and other interested parties, institutions and
individuals to get first hand information and to build their own standpoints and
convictions regarding the invested efforts and the quality of the work done by
the State Commission in 2008.

Last year in general featured an obvious preoccupation of the institutions in the
country to make operational the clearly expressed political will to prevent
corruption, as an adverse and harmful social activity, with special priority in
accordance with the significance of the fight against corruption in the strategic
Euro-Atlantic objectives and interests of the Republic of Macedonia. This was a
year when the Republic of Macedonia raised the level of awareness, perception
and intolerance towards corruption. A confirmation of this is the corruption
perception index of Transparency International which puts the Republic of
Macedonia on the 72" position, which means 12 places higher than 2007,
when this index placed Macedonia on the 84™ place in the world.

Hence, the State Commission for Prevention of Corruption, as a specialized,
autonomous and independent institution, performs its tasks in this field in
continuity and with special dedication. This can be corroborated by the high
level of consistency in the realization of the main priorities for EU accession for
2008, such as: the enactment of the State Program, the Action Plan and the
Conflict of Interest Guide, the development of cooperation with related bodies
and authorities, networking and concrete results in the application of the
anticorruption legislation.

Considering the fact that the dealing with corruption, which by definition is as
much as international problem as it is an internal problem, requires consistent
inter-institutional and international cooperation, the State Commission in 2008
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went beyond the previous stage and developed permanent cooperation with
related bodies and authorities at home as well as internationally. This
cooperation is especially fruitful between fifteen authorities and institutions in
the Republic of Macedonia working in the field of corruption and conflicts of
interest. In 2008, the State Commission promoted regional cooperation and
with fill capacity of a specialized institution of a country signatory of the United
Nations Convention for Combating Corruption, as a member of the Council, the
SCPC became a part of the International Association of Anti-Corruption
Authorities IAACA.

2008 was also a year when the early parliamentary elections took place which
meant dedicated work with a view to implementing the commissions
legislatively imposed competences in the election process, expressed both
through actions in specific cases as well as in the determination of directions for
improvement of the legislation related to safeguarding the electoral process
from corruption.

The State Commission acts preventively and repressively and always
approaches its work legalistically whether when participating in the
improvement of the normative and institutional environment and capacity of the
country — which corresponds to leading a long term strategic anticorruption
policy, or when undertaking actions in specific cases of corruption or conflicts of
interests. The procedural competences of the State Commission are direct in
the misdemeanor procedures, and indirect, or initiating in all other procedures
for determining criminal or other accountability. Having this in mind, in 2008 the
Commission acted on a total of 713 cases, as follows:

- corruption 567 cases; received complaints 767,
- conflict of interests 29 cases; worked on 44 cases;
- election related cases 117;

These data illustrate the scope and the promptness in resolving the inflow of
cases for which the commission is competent to act. In addition the following
data are relevant for the work of the State Commission:

- received 357 assets lists;

- instigated 33 misdemeanor procedures related to assets declarations;

- submitted 19 requests to the Public Revenue Office to instigate procedures for
examining the assets;

- submitted 27 initiatives for criminal prosecution to the Public Prosecution
Office;

- instigated 2 misdemeanor procedures in the courts; and

- instigated 4 initiatives for determining accountability.



State Commission for Prevention of Corruption
ANNUAL REPORT 2008

This report elaborates, by area of competence, the work of the State
Commission, its findings and conclusions, the procedures and the feedback
obtained from other authorities and institutions to which the State Commission
has appealed, thus providing a comprehensive insight in its work in 2008 as
well as an illustration of the situation and the fight against corruption in the
Republic of Macedonia.

Respectfully,
Mirjana Dimovska President

Zoran Dodevski member

Mane Kolev member

Cvetko Mojsoski member

Ljubinka Muratovska Markova member
Arif Musa member

lljmi Selami member
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1. STATUS AND CONDITIONS FOR WORK OF THE STATE
COMMISSION FOR PREVENTION OF CORRUPTION

1.1. Status

The State Commission for Prevention of Corruption in the Republic of
Macedonia (hereinafter in the text “the SCPC”) was formed in the basis of the
Law on Prevention of Corruption, enacted in April 2002 (“Official Gazette of the
Republic of Macedonia” no. 28 from 2002), in order to implement the measures
and activities for prevention of corruption when legal entities perform activities
of public interest or exercise public authorizations as well as measures and
activities for prevention of corruption in companies.

The State Commission for Prevention of Corruption performs the tasks
determined by law autonomously and independently.

The SCPC comprises 7 members appointed by the Parliament of the
Republic of Macedonia, which have applied on a previously published
announcement, with a term of office of five years without the right to be
reappointed.

The members of the SCPC have the status of appointed persons which
perform their function in parallel to the regular employment they have in other
institutions, i.e. they do are not professionally employed in the SCPC and they
are entitled to receive a monthly remuneration, determined by law, for their
engagement in the Commission.

For their work, the members of the State Commission report to the
Parliament of the Republic of Macedonia.

The present, second composition of the SCPC was appointed on the 29"
of January 2007.

1.2. Competences

The competences of the SCPC are determined in the Law on Prevention
of Corruption, the Law on Prevention of Conflict of Interests, as well as in the
Law on Lobbying in the area on lobbying supervision.

According to the laws the competences of the SCPC are:

- to enact strategic state documents — State program for prevention and
repression of corruption and a State program for prevention and
reduction of the incidence of conflict of interests with an Action Plan for
realization;

- to initiate and provide opinions on proposed laws of significance for the
prevention of corruption;

- to instigate initiatives before the authorities responsible for controlling the
financial and material operations of the political parties, unions,
associations of citizens and foundations;
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- to initiate the implementation of procedures for dismissal, reassignment
or replacement, as well as procedures for determining other
accountability measures against appointed and elected officials and
responsible persons that dispose with state capital;

- to initiate the instigation of procedures for criminal persecution of
appointed and elected officials and responsible persons that dispose
with state capital;

- to act on cases from the area of conflict of interests and to initiate the
imposition of accountability measures if cases when conflicts of interests
have been identified;

- to record and monitor the assets and the changes of the assets of
elected or appointed officials and the responsible persons that dispose
with state capital,

- to supervise lobbying and impose measures determined by law;

- to prepare an annual report about its work and the undertaken measures
and activities for prevention of corruption and reduction of the incidence
of conflict of interests. The Commission presents this report to the
Parliament of the Republic of Macedonia, and submits it to the President
of the Republic of Macedonia, the Government of the Republic of
Macedonia and the media;

- to cooperate with national and international institutions in the field of
prevention of corruption and reduction of the conflicts of interests;

- to educate the authorities responsible for detection and prosecution of
corruption and detection of conflicts of interest;

- to perform other tasks, according to the laws.

1.3. Capacity of the State Commission

1.3.1. Secretariat of the SCPC

The professional, administrative and technical activities of the SCPC are
the responsibility of the Secretariat as an administrative office of the SCPC
comprising civil servants. From the beginning of the reporting year 2008, the
SCPC secretariat employed more people in comparison to 2007, i.e. it
employed 5 new civil servants. By the end of the year, one advisor and one
junior assistant left the Commission and went to work for other institutions, and
therefore there were 14 employees at the end of the year.
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The need for capacity building of the Secretariat has been determined in
all strategic documents, which is of special significance having in mind the
objective to maximally realize the complex competences of the SCPC.

The existing composition of the Secretariat is continuously upgraded
with professional trainings in various areas. The determination to further staff
the team, especially the managerial part of the team, still stands.

1.3.2. Budget

The funds required for the SCPC to perform its functions are provided by
the Budget of the Republic of Macedonia. The SCPC as an independent body
has its own budget line item in the Budget of the Republic of Macedonia. When
the budget for 2008 was approved, the SCPC presented a separate program
20 — prevention of corruption and conflict of interests, and thus it was taken out
from the current government program G — strengthening of the rule of law, sub-
program G1 — fight against corruption.

The SCPC began 2008 with a budget of a total of 20,485,000 MKD,
while its initial budget for the previous year, 2007 was 18,739,000 MKD. From
the Budget for 2008, 10,900,000 MKD were allocated for the realization of the
functions of the SCPC. The other 9,061,000 MKD were allocated to salaries,
rents and fees, which is an increase in comparison to 2007, mainly attributable
to the five new employments. The overall work of the members of the SCPC
including their work on various projects for cooperation with other institutions is
paid exclusively by the fee determined by law.

During March 2008, funds were reallocated. Namely, when the SCPC
moved to its new offices on “Dame Gruev” street no. 1, it saw that these offices
need to be properly equipped and furnished. In accordance with the opinion ot
the Ministry of the Interior that, for safety reasons, preventive and technical
protection of the offices should be applied, it was necessary to procure
technical equipment and perform some construction works. Having in mind that
the funds for these purposes objectively could not have been planned for in the
2008 Budget, the SCPC asked for and was approved a reallocation of part of
the funds within the framework of its Budget.

With the changes and additions to the Budget of the Republic of
Macedonia for 2008 (“Official Gazette of the Republic of Macedonia” no.
90/2008), in the section 40 — salaries, rents and employee fees, the Budget of
the SCPC increased from 20,485,000 to 22,424,000 MKD, i.e. by 9,45%.

With a decision by the Parliament of the Republic of Macedonia (“Official
Gazette of the Republic of Macedonia” no. 137/2008) for reallocation of funds
between the central government budget users and the extra budgetary funds,
the Budget of the SCPC, in the items 401, 402 and 425, was reduced by
3,500,000 MKD, after which for 2008 it was 18,924,000 MKD. In comparison,
in 2007 the budget was 21,719,000 MKD of which 2,980,000 MKD were
earmarked for reconstruction of the new offices of the SCPC. The net effect for
the budget of the SCPC is that it does not change.

Implementing all of the planned activities, by the end of 2008, the SCPC
had a total realization of 16,905,192 MKD, i.e. 89.33% of the funds approved
with the Budget for 2008 which is assessed as an extremely conscientious

10
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utilization of the funds, and a disbursement of about ninety percent means
appropriate and good quality budget planning.

1.3.3 Spatial conditions

Since the beginning of February 2008 the SCPC works in the new
offices, which were awarded to it by a Government decision in 2007. Therefore
one of the core problems for the work of the SCPC was overcome.

Office and other equipment were procured during the course of the year,
in accordance with the planned funds, which significantly improved the
conditions for work.

2. ACTIVITIES OF THE SCPC FOR THE ACHIEVEMENT OF THE
OBLIGATIONS OF THE REPUBLIC OF MACEDONIA FOR
MEMBERSHIP IN THE EUROPEAN AND ATLANTIC
STRUCTURES

Continuously, during this reporting period, the SCPC actively
participated in all activities of the Republic of Macedonia in the preparations for
the assessment missions conducted by the European Commission in the
Republic of Macedonia being a candidate country for membership in the
European Union, such as: partnership for accession of the Republic of
Macedonia in the European Union, the preparation of the Annual National
Program for NATO membership for the period 2008 — 2009 and in the
achievement of the activities arising from the National Program for Adoption of
the Acquie Communitaire (NPAA).

The SCPC is one of the entities whose actions are directly monitored
and which has concrete tasks, as part of the political criteria that had to have
been fulfilled. These tasks were implemented exceptionally promptly, which
was also confirmed by the report of the European Commission for 2008. The
SCPC successfully fulfilled its part in the additional eight priorities from the
European Union Accession Partnership — Accession Partnership Key Priorities.

This means that the Commission fully realized the planned measures
and activities from “Priority V — Achieve concrete results for implementing
anticorruption legislation” i.e.:

- it compiled the reports of the institutions responsible for the concrete
results through the cooperation the SCPC had with these institutions in the
corruption related cases and prepared information about the status of
corruption related cases;

- it enacted the Program for Prevention and Reduction of the Incidence
of Conflicts of Interests;

- together with the PRO, the SCPC established criteria about the method
to specify the asset declarations that will be subject to verification.

With equal dedication, the SCPC patrticipated in the preparation for the
Assessment mission of the European Union related to the visa liberalization
which took place from October to December of 2008. For that purpose it
updated all of its activities, which means:

11
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- in May it enacted the Program for Prevention and Reduction of the
Incidence of Conflict of Interest;

- it implemented the first task from the Action Plan by drafting a Guide for
managing conflicts of interests;

- it implemented training of officials — judges and public prosecutors in all
appellate regions in the country;

- it undertook measures to strengthen the capacity of the SCPC by
realizing internal training with foreign technical assistance, on public relations;

- it determined guidelines for the public relations strategic plan;

- it fully implemented the obligation related to networking with the
databases of the Public Revenue Office with a view of having the possibility to
view the data from the asset lists.

At the same time, by submitting the requested information about the
realization of the activities on time, the SCPC fully responded to the
requirements related to the preparation of the Annual National Program for
NATO membership for the period 2008 - 2009. The Annual National Program
shows the realization of the obligations of the SCPC arising from the
documents for the priorities and the visa liberalization.

The National Program for Adoption of the Acquie Communitaire (NPAA),
in addition to the already indicated items also contains an obligation to
strengthen the cooperation and coordination of the authorities responsible for
combating corruption and in that context the SCPC made a significant step.
The SCPC, as the initiator and a driving force of the Protocol for Cooperation
for Prevention and Repression of Corruption and Conflict of Interest, signed in
2007, established and raised the cooperation of 12 institutions to a notable
level which means daily communication, rapid and timely flow of information
and implementation of joint activities. The strengthening of the cooperation
could also be seen from the fact that the, upon an initiative of the SCPC, three
other institutions that have competences in the field of corruption and conflict of
interest joined the Protocol increasing the total number of institutions working
on the basis of this Protocol to 15.

All of the activities of the SCPC related to the achievement of the
obligations of the Republic of Macedonia for accession in the European and
Atlantic structures were realized with concrete participation on all preparatory
meetings organized by the Secretariat for European Issues, the Ministry of
Justice and the Ministry of Foreign Affairs. In parallel with this participation,
upon a request for the State Commission, there were meetings held with
representatives of the international institutions and organizations such as the
Office of the European Commission in the Republic of Macedonia, SIDA,
SIGMA and NATO officers.

3. IMPLEMENTATION AND MONITORING OF THE REALIZATION
OF THE STATE PROGRAM FOR PREVENTION AND
REPRESSION OF CORRUPTION

Implementing the first of its legislatively specified competences, in May
2007, the SCPC enacted a State Program for Prevention and Repression of
Corruption (hereinafter in the text: State Program) with an action plan its
realization in the period 2007 - 2011. It should be noted that the Government of
the Republic of Macedonia undertook the activities from the State Program and

12
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determined its own action plan for realization of the activities under its
competences and the funds necessary to realize these activities have been
planned for in the Budget of the Republic of Macedonia, which confirms the
expressed political will to efficiently combat corruption, where the SCPC has
the leading role. The identification of the status of corruption and the reasons
for it, as well as the proposing of future measures and activities, involved about
200 authorities and institutions which, through expert assistance, helped the
SCPC to structure this strategic document as a continuous system of achieving
the tasks and servicing the process of monitoring the implementation of the
State Program.

The State Program is structures in six pillars of the national integrity
system, which encompasses a total of 34 problems and 140 activities to
overcome those problems. Of those activities, 98 are short term, with time for
realization from one to two years.

The level of realization of the planned activities is as follows:

- Political system, Parliament and political parties — planned
activities: 16, completely or partly realized activities: 6

- Judiciary — planned activities: 20, completely or partly realized
activities: 12

- Public administration and local self government - planned activities:
20, completely or partly realized activities: 11

- Law enforcement authorities - planned activities: 17, completely or
partly realized activities: 17

- Economic and financial system and legal sector - planned activities:
11, completely or partly realized activities: 9

- Civil society, media and unions - planned activities: 14, none of
these have been completely realized, and 3 activities have been partly realized.

In order to assess the level of achievement of the State Program, in the
first year of implementation, in July 2008, an Annual Conference was held
where the pace and the quality of realization of the short term activities
stipulated in the State Program was examined.

The basic assessment is that the activities are being implemented at a
satisfactory level with different intensities in the different pillars. The activities of
normative nature in the economic and financial system, which have an impact
on the implementation of other tasks, are going well, which is not the case with
this type of activities in the political system, and there is a lack of
implementation of the activities in the sixth pillar referring to civil society, media
and the unions. It was also noted that in the implementation of the activities, the
formal approach is more emphasized in comparison to the substantive
approach, which is an indicator for the realization of the substance of some of
the planned anticorruption activities.

The assessments and recommendations from the assessment
conference were forwarded by the SCPC to the Parliament, the Government,
the Ministries and all stakeholders in order to stimulate the realization of all
short term activities in the envisaged deadlines. Having this in mind, the SCPC
made the following recommendations:

1. In the second year of the short term period, the institutions should
realize the remaining short term activities with an increased intensity. This

13
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particularly applies to the normative activities in the area of political system that
have an impact on the realization of other tasks in the State Program;

2. At the same time the medium term activities should continue to be
implemented with the envisaged pace in order to update the State Program as
a whole;

3. The content of the new legislation should preserve the substantive
objectives determined in the State Program;

4. When drafting the legislation the State Commission should be
consistently allowed to perform its competence, i.e. to participate in the drafting
of the laws related to its field of work;

5. To achieve an optimal flow of information from the institutions involved
in the realization of the State Program in order to facilitate the monitoring and
evaluation of the processes;

The SCPC monitors the entire process of implementing the State
Program and every six months it collects the data from the participating
institutions and it processes those data within the framework of the system for
monitoring the implementation of the activities stipulated in the State Program.
It appears that there is an additional need to redefine particular short term and
medium term activities.

4. CASE WORK

The SCPC devotes a significant portion of its work to case work on
cases formed from complaints submitted by natural persons or legal entities or
cases initiated by the SCPC itself based on information of various sources. In
the procedures, the SCPC, inter alia, using the Manual for obligatory
submission of information and documents upon the request from the SCPC,
enacted by the Government, and the Protocol for cooperation among 15
competent institutions, determines the relevant circumstances regarding the
cases it has under advisement, taking into account the issues of protection of
the personal identity of the petitioners - collaborators of justice and trying to
make maximal use of the preventive options for case resolution as well as the
direct and indirect repressive procedural competences in accordance with the
law.

It should be emphasized that the SCPC regularly informs all petitioners
whose identity is known to the SCPC about the actions it undertakes in the
specific case, which builds a credible relationship with the petitioner in the
specific case of fighting against corruption. In fact, this is corroborated by the
number of submitted complaints to the SCPC, i.e. there every year for the past
few years, several hundreds of complaints were submitted to the SCPC.

SCPC in 2008 received 767 complaints. Taking into account the fact that
in 2007 there were 1114 complaints, and in the preceding years this number
was never more than 600, it is obvious that the citizens and the institutions
have become increasingly aware of the problem of corruption and are not
indifferent to the dangers and the harm that can come from corruption with
respect to the vital values of society, showing an emphasized mobility and
motivation to deal with it.

Continuously working on the received cases, in 2008 the SCPC finished

14
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its work on 567 cases formed from complaints or from SCPC’s own initiative,
which compared to the previous reporting period means increased promptness
and efficiency. In this context we should add the fact that in 2008, the SCPC
worked on 44 cases in the area of conflict of interest as well as on 117 cases
formed during the latest parliamentary elections which means that the SCPC in
2008 acted on and finished a total of 713 cases, which is a record in the work of
the SCPC.

Graphical overview of received complaints and closed cases
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With respect to the structure of closed cases, the situation is as follows:
a total of 31 initiatives for accountability have been instigated, of which 27
initiatives have been filed to the public prosecution office to instigate a criminal
prosecution procedure, and 4 initiatives have been submitted to different
authorities and they relate to determining a different type of accountability.

Two misdemeanors procedures have been instigated, in 29 cases the
SCPC assessed that a different authority is more competent to resolve the
matter, in 266 cases the SCPC undertook actions and thereafter it decided that
there is no elements to take further actions, while in 231 cases the SCPC
concluded that it was not competent to act.

Structure of closed cases

Initiatives
6%
Submitted for futher
action
5%
After some actions
SCPC concluded were undertaken no
that it was not elements for further
competent actions decided
41% 48%

There are a lot of cases where the SCPC determined that it was not
competent to act and there are mostly cases that should be referred to the

15
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courts or cases that have to be acted upon by the administrative authorities
involving ownership disputes between citizens and which cannot be subject to
actions by the SCPC.

During the reporting period the SCPC started 6 procedures requiring
some kind of financial performance control, to the State Audit Office, the Public
Revenue Office and the Ministry of Finance, and in multiple occasions the
SCPC appealed to supervisory and control authorities within various ministries
requesting them to assess the work of some of their officers.

The SCPC sent 368 letters to state institutions and authorities as well as
to authorities of the local self government asking for data, reports and other
information necessary to determine the factual situation and to enact a proper
decision, and it received 281 responses. The protocol for cooperation between
15 institutions competent to work in the field corruption significantly improved
the acquisition of responses; however there is still a need to further develop this
institutional cooperation dimension. (attachment-TABLE 1)

4.1. Instigated initiatives and started procedures
4.1.1. Instigated criminal initiatives

Implementing its repressive competences expressed through instigating
initiatives and procedures for accountability of elected or appointed officials,
officers or responsible persons in public enterprises, institutions and other legal
entities that dispose of state capital, the SCPC, in 2008, submitted to the Public
Prosecution Office of the Republic of Macedonia and to the Basic Public
Prosecution Office, 27 initiatives for instigating a procedure for criminal
prosecution, of which 24 referred to the crime Abuse of official position and
authority, 2 refer to Misuse and negligent work in the service and one
refers to Negligent work in the service.

For the purposes of this report, within the framework of the cooperation
with the Public Prosecution, the SCPC provided information about all actions
taken with reference to the SCPC'’s initiatives until the end of 2008.

Below is an overview of the initiatives and the related actions:

1. AGAINST: official persons in the Ministry of Agriculture, Forestry and
Water Economy, the Municipality of “Gazi Baba”, the State Authority for
Geodetic Works, the Public Enterprise for exploitation of pastures, the Ministry
of Economy and the Ministry of Environment and Physical Planning because
there is reasonable doubt that they have committed a criminal activity involving
misuse of the official position and authority in accordance with article 353 of the
Criminal Code of the Republic of Macedonia, because they have facilitated
illegal use and disposition of state owned land with a total surface area of
449.20.97 ha, leased to the company for production and marketing of
agricultural and livestock products “Fakultetsko zemjodelsko stopanstvo” AD v.
Trubarevo — Skopje as well as for instigating a procedure for criminal
prosecution of the person Tanas Trajkovski within the capacity of the director of
the company for production and marketing of agricultural and livestock products
“Fakultetsko zemjodelsko stopanstvo” AD v. Trubarevo — Skopje and the legal
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entity being the company for production and marketing of agricultural and
livestock products “Fakultetsko zemjodelsko stopanstvo” AD v. Trubarevo —
Skopje, because there exists reasonable doubt that they have committed a
criminal activity referred to in articles 218 and 230 of the Criminal Code of the
Republic of Macedonia.

The Basic Public Prosecution Office (BPPO) for prosecuting organized
crime and corruption (BPPO — POCC) Skopje informed that the procedure is
pending.

2. AGAINST: management officials in the Cadastre Department in
Struga, managerial staff in the municipal administration and the Mayor of the
municipality of Struga, because there is doubt that they have acquired gains
related to construction land.

BPPO Struga informed that there are no grounds for criminal and legal
prosecution

3. AGAINST: the Mayor of the Municipality of Shuto Orizari Mr. Erduan
Iseni, officials in the local self government of Shuto Orizari and officials from the
Ministry of Transport and Communications that supervise the legality of the
work of the municipal authorities, because there is reasonable doubt that they
the illegal construction of residential buildings — family houses in the yard of the
school “Brakja Ramiz i Hamid” Shuto Orizari - Skopje.

The Public Prosecution Office of the Republic of Macedonia responded
that a case was opened

4. AGAINST: the person Erduan Iseni, Mayor of the Municipality of
Shuto Orizari, because there is reasonable doubt that he has committed the
criminal activity Frivolous performance of official duty, i.e., contrary to rules
related to conflict of interests, he appointed his father to the position of director
of the elementary school “Brakja Ramiz i Hamid.

The BPPO Skopje informs that this activity cannot be prosecuted ex-
officio and that the initiative was rejected. The SCPC has asked the public
prosecutor of the Republic of Macedonia to reassess the case.

5. Against Vlado Korunoski — Mayor of Kichevo because of a reasonable
doubt that he spent the municipal funds illegally and for illegal purposes and
thus precluded the Municipality from functioning properly.

A case has been registered with the BPPO-POCC, the case has been
referred to the BPPO Gostivar.

6. AGAINST: responsible officers in the publc enterprise “Makedonski

Poshti” with reference to multiple robberies of postal vehicles in a period of 5
years.
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Due to the assessment of the BPPO-POCC that there is no place for
public prosecution activities the SCPC asked that the Public Prosecutor
reassess the vase and the public prosecutor informed that the procedure is
pending.

7. AGAINST: Mayor of the Municipality of Chair, Mr. Izet Medijiti and
officers from the Municipality of Chair, because there is reasonable doubt that
they have embarked on an illegal restoration — rehabilitation of a cultural
heritage structure which the memorial house of Jashar-beg in Skopje.

BPPO Skopje informed that no crime was committed that can be
prosecuted ex-officio and that the structure did not suffer any interventions after
having been placed under temporary protection. Considering the factual
circumstances, the SCPC asked the public prosecutor of the Republic of
Macedonia to reassess the case.

8. AGAINST: the person Tome Lisichkov — bankruptcy trustee in the
bankruptcy procedure against the Company “PREHRANA” in bankruptcy, from
Bogdanci, because there is reasonable doubt that he has committed the crime
of Abuse of the official position and authority and frivolous performance of the
official duty by illegally selling the assets of the above mentioned company in
favor of his spouse whereby he acquired personal profit in the amount of
2,335,000.00 MKD.

This initiative was taken under advisement by the Po Inicijativata
postapuvaa OJO Gevgelija, OJO Veles i povtorno OJO Gevgelija koe ja otfrli
Inicijativata, DKSK ima barano preocenka na predmetot od JO na RM.

9. AGAINST: the responsible officers in the Fund for Local Roads and
Streets of the Municipality of Struga, because there is reasonable doubt that
they have signed a public procurement contract in the amount of 3,395,963.00
MKD using prices which were twice as high as the market prices.

BPPO Struga determined that there is no basis for criminal prosecution

10. AGAINST: the person Chedomir Ristevski, former Mayor of the
Municipality of llinden, because there is reasonable doubt that he abused
municipal funds in the amount of 3,132,000.00 MKD.

BPPO for POCC informed that the procedure is ongoing.

11. AGAINST: the person Eshtref Iseni, former Mayor of the Municipality
of Studenichani, because there is reasonable doubt that he has abused
10,000,000 MKD in various ways and Azem Sadiki formed mayor of the
Municipality of Studenichani because there is reasonable doubt that in a public
procurement procedure he misused about 8,000,000.00 MKD municipal funds.

BPPO for POCC informed that the procedure is ongoing.

12. AGAINST: Aleksandar Petreski — Mayor of the Municipality of Ohrid
because there is reasonable doubt that municipal funds have been abused in
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public procurement procedures.

BPPO for POCC informed that the procedure is ongoing.

13. AGAINST: management officers in the Ministry of Finance,
Directorate for property matters, Department in the municipality of Chair, as
well as officers from the State Authority for Geodetic Works — Sector for Survey
and Cadastre Skopje because there is reasonable doubt that they have
committed the crime of illegal divestiture of property subject to
denationalization.

BPPO Skopje informed that the procedure is ongoing.

14. AGAINST: the person Janez Sajovic, executive director, and
member of the management authority of the Public Enterprise “Makedonska
Radio Televizija”; the person Mlljaim Ljatifi, deputy executive director, and
deputy member of the management authority of the PE “Makedonska Radio
Televizija” and other management officers in the PE “Makedonska Radio
Televizija”, because there is reasonable doubt that they have committed the
crime of Abuse of the official position and authority because they caused
harmful consequences to the PE MRT and earned illegal personal profits.

BPPO for POCC informed that the procedure is ongoing.

15. AGAINST: of the Mayor of the Municipality of Kisela Voda Djordje
Arsov and officials responsible for public procurements in the municipality,
because they have implemented public procurements with harmful
consequences for the municipal budget.

The BPPO Skopje informed that the procedure is ongoing.

16. AGAINST: the person Hazbi Lika, Mayor of the Municipality of
Tetovo and of the persons: Hairula Hasani, Emin Islami, and Nizamedin
Ahmeti because there is a reasonable doubt that they have conducted a public
procurement procedure whereby they profited and damaged the Budget of the
Republic of Macedonia.

BPPO for POCC informed that the procedure is ongoing.

17. AGAINST: the Mayor of the Municipality of Cucer-Sandevo, Vojislav
Kirandzic and officials responsible for public procurements in the municipality,
because there is reasonable doubt that during the procedure for public
procurement they caused damages to the municipal budget.

BPPO for POCC informed that the procedure is ongoing.
18. AGAINST: the responsible officer — director of the national institution
“Albanski Teatar” — Skopje, because he illegally used the budget funds and

worked illegally thus causing damages to the Budget of the Republic of
Macedonia.
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BPPO for POCC informed that the procedure is ongoing.

19. AGAINST: the officials in the Ministry of Defense, because there is
reasonable doubt that they have misused their official position and authority
and enabled illegal, nontransparent spending of the funds from the Budget of
the Republic of Macedonia for purposes other than those initially envisaged
thus enabling natural persons and legal entities to gain illegal profits to the
detriment of the Budget of the Republic of Macedonia.

BPPO for POCC informed that the procedure is ongoing.

20. AGAINST: the officials from the Ministry of Transport and
Communications and officials from the Second Instance Commission for
Denationalization in the Municipality of Center, because there is reasonable
doubt that, contrary to the laws, they have divested construction land subject to
denationalization, owned by the Republic of Macedonia, located opposite of the
complex of banks in Skopje and that they committed these abuses in order to
gain illegal profits.

BPPO for POCC informed that the procedure is ongoing.

21. AGAINST: the responsible persons — directors in the Bureau for
undeveloped areas because there is reasonable doubt that they have acquired
illegal profits by misusing the funds of the Bureau.

BPPO for POCC informed that the procedure is ongoing.

22. AGAINST: responsible persons — directors and other responsible
persons — members of the management authorities of the Public Enterprise
“Komunalec” Bitola because there is a reasonable doubt that they worked and
failed to prevent illegal activities of the enterprise whereby they earned illegal
profits.

BPPO Bitola informed that the procedure is ongoing.

23. AGAINST: the responsible persons in the Municipality of
Krivogastani because there is a reasonable doubt that through illegal
operations related to the disposal of the municipal funds and representation of
the municipality they have acquired illegal profits thus damaging the
municipality significantly.

BPPO for POCC informed that the procedure is ongoing..

24. AGAINST: responsible persons in the Municipality of Debarca
because there is a reasonable doubt that contrary to the Law on Local Self
Government and the Law on Public Procurement they facilitated the acquisition
of personal profits to the detriment of the movable and immovable assets to the
municipality.

20



State Commission for Prevention of Corruption
ANNUAL REPORT 2008

BPPO for POCC informed that the procedure is ongoing..

25. AGAINST: the responsible persons and officials in the JSC for
generation of electricity “Negotino” TPP in state ownership, because there is
reasonable doubt that they have illegally, not-transparently spent state funds for
purposes other than those originally envisaged and have caused damages in
the amount of 15,979,000 MKD.

BPPO for POCC informed that the procedure is ongoing..

26. AGAINST: the responsible persons — officials in the Public Enterprise
for Management and Protection of the Multy Purpose Area “Jasen” - Skopje,
because there is reasonable doubt that they have worked illegally, in a non
transparent way and have spent money for purposes other than those originally
intended, thus damaging the funds of the Public Enterprise.

BPPO for POCC informed that the procedure is ongoing..

27. AGAINST: the former director of the Agency for Youth and Sport,
Igor Gjorgjievski and other officials in the Agency for Youth and Sport, because
there is reasonable doubt that they have misused their official position and
authority to misspend funds in the amount of 387,889,996.00 MKD, and the
envisaged sport arenas were not build, thus causing significant damage to the
funds of the Budget of the Republic of Macedonia.

4.1.2. Initiatives to determine accountability

According to the competence stipulated in article 49 of the Law on
Prevention of Corruption, the SCPC has submitted to the competent authorities
4 initiatives to determine accountability:

1. To the Government of the Republic of Macedonia to undertake
disciplinary measures against the responsible people in the public enterprise
“Makedonski Poshti”, i.e. to dismiss and replace these persons because they
have operated illegally, frivolously and irresponsibly, because when the multiple
robberies of postal vehicles occurred in a period of five years, by failing to do
their official duty, these people have damaged the Public Enterprise in a way
where they did not organize the transport of monetary funds for payment of
pensions and other incomes in accordance with the envisaged procedures and
standards for this kind of activity and they did not undertake measures to
prevent such irregularities in the future.

2. To the Judicial Council of the Republic of Macedonia, to dismiss
Milancho Rambabov, judge in the Basic Court in Shtip, because of
unprofessional and frivolous performance of the judicial function when enacting
the decision for registering a change of the authorized person in the company
registry of the registration court in Shtip.

The judicial council informed us that the procedure is pending
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3. To the Judicial Council of the Republic of Macedonia, to determine
unprofessional and frivolous performance of the judicial function of
Vezenkovska Stanka, judge of the basic court Skopje | - Skopje, because, upon
the submitted request of the SCPC to initiate a misdemeanor procedure she
released an officer — general consul, that failed to file an asset declaration
which caused the case to reach its absolute statute of limitations.

4. To the Ministry of Finance, to determine the accountability of the
officers from the Denationalization Commission in the municipality of Gostivar
and the officers from the Commission that decides matters in the area of
denationalization in the second instance, because acted contrary to the
Denationalization Law and did not facilitate the transfer of ownership of a
denationalized property.

4.1.3. Requests for misdemeanor procedures

Doing its case work, the SCPC filed two requests for instigating
misdemeanor procedures:

1. Against Dragan Nasteski, member of the Management Board of the
Public Enterprise “Makedonski Shumi”, because he failed to inform the SCPC
about the established business relations between his private company and the
PE “Makedonski Shumi” Skopje where he performed the function of a
Management Board Member.

The competent court enacted a judgment, but because the stipulated
fine of 200.00 EUR (12,200 MKD) is very low, the SCPC appealed the
judgment.

2. Against Erduan Iseni, because as the mayor of the municipality of
Shuto Orizari passed a decision electing his father to be the director of the
primary school “Brakja Ramiz i Hamid” Shuto Orizari - Skopje, and failed to
inform the SCPC which is contrary to article 29, paragraph 2 of the Law on
Prevention of Corruption.

4.2 Looking at corruption through the actions of the SCPC

Out of the total number of closed cases in 2008, 211 refer to corruption
in state authorities and units of the local self government and that is where the
SCPC has instigated most of its initiatives for accountability before the
competent authorities. The risky areas are disposition of budget funds, public
procurements, denationalization procedures, construction and urbanism. The
inappropriate disposition of budget funds is manifested through illegal,
uncontrolled spending which is not transparent and not for the intended
purpose, especially by the local authorities where decentralization is mostly felt
like a personal privilege. The authorities competent to prevent such abuses,
usually to not exert sufficient control. This approach is applied without any
respect for the legislatively determined procedures, mostly in the area of public
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procurement. Near the end of the denationalization process there are serious
obstructions of the procedures and the spirit of the law through inefficiencies
and links between the competent authorities which leads to the establishment
of ownership rights over property subject to denationalization, in order to satisfy
business interests supported by individuals working for the authorities
competent to enforce the law. In the areas of urbanism and construction there
are abuses in all stages, and thus, in the name of personal and group
purposes, urban plans are changed, illegal construction is tolerated with a
possibility of legalization through corruption, approvals for construction are
issued even if the requirements envisaged by law are not fulfiled and in
enclosed corruptive circles. The construction inspection mainly registers the
problem but is powerless to resolve it with an explanation that there are
insufficient funds in the municipal budgets for that purpose.

From the number (a total of 174) of closed cases, the citizens acquire
the perception that there is an emphasized level of corruption in the judiciary.
This impression is often connected with discontent with the content of a court
decision which is not within the competences of the SCPC. However, it is a fact
that the dissatisfaction arises from the long duration of the court procedures,
irregularities in the implementation of the procedures, provision of a legal form
frequently to the detriment of the fair and objective adjudication. All of this can
be deemed as circumstances which are not conducive to the efficient fight
against corruption. In such cases the SCPC appeals to the Judicial Council
which is competent to act on such issues, with a request that the council
assesses the professional and contentious work of the judges which has some
influence on the decisions of the Judicial Council for determining accountability.

Several forms of corruption can be identified in the sphere of the public
enterprises and institutions where there are serious status deficiencies as well
as weaknesses related to poor management with these enterprises manifested
through materialistic behavior in disposing of the enterprise’s assets and
interests without appropriate and efficient supervision and control. The SCPC
acted in 65 cases in the area of education, health, communal and other
activities of public nature.

The remaining closed cases are from the area of privatization,
bankruptcy and performance of companies. These cases mostly involve issues
which are not corruptive in nature or issues where the SCPC is not competent
to act. (attachment - TABLE 2)

4.3 Work on cases related to the early parliamentary elections in
2008

According to SCPC’s competences specified in the Law on Prevention of
Corruption, in the section dealing with corruption in politics, the SCPC in 2008
worked on 117 cases related for findings of noncompliance with the legislative
regime during the election process during the parliamentary elections, started
on 12.04.2008 and held on 01.06.2008 which lead to the constitution of the
Parliament and the selection of Government of the Republic of Macedonia. The
State  Commission for Prevention of Corruption determined rules and
standpoints since the very beginning of the process in accordance with the Law
as well as an operative plan for work which contained the regime of behavior
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regarding the financing of the elections and the disposition of the public goods
and assets as well as the basic rules for its actions. These rules were publicly
disclosed by the SCPC and they were posted on its web site and were
submitted to multiple institutions participating in the process and obligated to
comply with a special regime of behavior in the election process. The SCPC
worked intensively on the preventive aspect providing its opinions regarding 44
requests submitted to it by state authorities, public enterprises, and institutions
as well as from the units of the local self government. Most of these requests
referred to public procurements and the rest of them were related to signing of
contracts for divesting and leasing of construction lend and employments in the
public sector and signing of collective agreements. The feedback is in favor of
the conclusion that the opinions of the SCPC are respected and used.

The elections in 2008 seen through the prism of the SCPC’s work
showed a characteristic related to one of the forms of the work of the SCPC,
namely various institutions received suggestions from the SCPC on how to act,
and these suggestions referred to 70 advertisements for employing a total of
1160 people. Out of them, 709 people were indicated as necessary
employments in public enterprises and state authorities, and 451 in the health
sector alone.

In one case the SCPC acted upon a reasonable doubt regarding the
bribing of voters and informed the public prosecution office. The basic public
prosecution office in Struga initially stated that there was no basis for the public
prosecution office to intervene because the act of bribery was not actually
determined, i.e. that in this case this is not something the public prosecutor
should act upon ex-officio, and thereafter the SCPC appealed to the Public
Prosecutor of the Republic of Macedonia to reassess the case. After this
intervention the SCPC received feedback that an investigation is being
implemented against two people suspected of committing the crime of bribery
during elections and voting in accordance to article 162 from the criminal code.

In 17 cases, the SCPC found elements of reasonable doubt regarding
noncompliance to the determined regime when employing, expressed, inter
allia, by failure to provide information or providing slow and incorrect
information to the SCPC. Summarizing the whole process, the SCPC assessed
that it needs to offer its findings as recommendations for the process to change
the electoral code, as well as to use them in the next steps of the process to
change the Law on Prevention of Corruption. These recommendations to
intercept and sanction corruptive behavior relate to the changes in the electoral
norms, as well as the employments, the various forms of disposing of state
owned assets (leases, concessions etc.) utilization of public goods, disposition
of state capital within legal entities and well as making the penal and
misdemeanor accountability during elections even more strict.

In the beginning of August 2008, the SCPC formulated its proposals
through the following conclusions and recommendations which were published
on its WEB site and made available to the expert team working on the changes
of the Electoral Code.

Conclusion 1:
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Bases on the data available to the State Commission for Prevention of
Corruption submitted by the Broadcasting Council about the expenditures for
the paid political advertising during the election campaign in the electronic
media (for the real duration of the paid political program) and the information
from regularly monitoring the printed media, the SCPC concluded that both
coalitions that organized election campaigns and that had unique candidate
lists in all six electoral units have exceeded by far the legally allowed limit
regarding the funds that can be spent for an election campaign, prescribed in
article 84 of the electoral code.

Conclusion 2:

Based on a comparison between the data submitted by the Broadcasting
Council about the expenditures for the paid political advertising during the
election campaign in the electronic media (for the real duration of the paid
political programming), and from the regular monitoring of the printed media, in
on one hand and the