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Introduction

Based on the article 415-v of the Law on the Trade companies, the Division for Internal Auwdit of OKTA AD-
Skopje. ("The Division”) hercin subrmits the Annual Report for its work in 2013,

In compliance with the provisions of the corresponding acts, the Annual Report of the Division contains the
followime information:

- Desenption of performed audits in the company;

- Ewaluation of the adequacy and effiicicney ol the svstems for imtemal control;

- Findings and recormmendations of pertormed audit;

- Bwvaluation of the implementation ol the recommendations given by the Thvasion for Intermal Auvdit;
- Favaluation of the realization of the goals set in the Annual Plan;

- Information abouwt other performed activities

Deseription of performed andit in the company

Tn 2013", the Division realized the activities following the Annual Plan for its work. Planned sezments and
business processes have been checked by perforiming 27 separate auwdits, focusing on the control of specihed
processes inoeach depanment scparatcly, and the primary objective of the Division that s wverification of
pracedures in the company. The activities ol the Division have been carnied out by 2 exceutors,

Evaluation of the adequacy and efficiency of the systems for internal control

The internal audit 1s a continuous process carried out at afl levels in the company, providing reasonable
assurance in achieving the following ebjectives; mereasing ol the efficieney ol the company’s work;
improvement of the efficiency of the management processes; and compliance of the internal policies of the
company o the legislation.

In the evaluation of the adequacy and efficiency of the system for internal control, the Division was puuded by
the following components and ohjectives:

- Are the priocesses and activities, which were subjeet ol audit, regulated with internal policies and
procedures and whether the same are in compliance with the legislation:

- Is there proper division of authonties and responsibilitics within the processes and sctivities that were
subject of audit;
Are the processes and the activities adequately supported by the IT system,

- Are the system applications secure and sale enough to prevent ntentional and accidental mistakes and
eftective enough to minimiee the risks o the work

- Are the possible nisks upon the company's work recognized by the systems for intemal control

Findings of performed audit

As oo result of the 27 performod scparate audits, including the identified inherent risks, we observed
inplementation of improvements in certain processes and appropriate recommendations lor improverent of the
system of internal control Tor 17 Doddings were given.

Evaluation of the implementation of the recommendations given by the Division for Internal Audit
As aresult of the realization of 1ts activities, the Division for Internal Audit found the following:

In larger pant, procedures for regulating the activities are established and w the same time the legislation 15
vheved. Specitic identified omissions related to nonexistence of wrillen procedures or no update of procedures
to follow the development of the activities in cerlain scctars; were fully aceepted by the responsible persens in
all the departments. The process of preparing suitable procedures already commenced in all areas where a lot of
written procedures wis dentified.
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The target of Onalising the update of procedures uniil the end of 20013 was not met duc 1o ohjective reasons,
Namely, because of changes and structural reorganizulion of the company, it is necessary the started process of
transformistion of the company to be finished. Consequently, the procedures in the invelved Oreanizational
units shall be additionally revised and sel m accordance with the new creanizational structure,

'his process shall continuously be a subject of audit in the further work of the Division for Internal Audit,

Oither recommendations referring to findings in certain processes remain a subject of taking adequate activities
until final resolving,

Evaluation of the realization of the targets set in the Annual plan

Within the available time and resources, the Division for Internal Audit completely realized its targets sel with
the Annual plan,

Information about other performed activitics

Aside of the planned regular audits, during 2013 the Dhivision performed three additional extra-ordinary audits
on CEO request and one additional sudin pursuant o the lemislation,

During the year, the Division for Internal Audit actively participated by giving opinion and proposals during
preparation and update of procedures 1o many organizational units in the company.

Ad the end of the vear, on Group’s invilation, we look par i one-weck traiming for imternal aadit, held at the
Ciroup’s Headguarters, for the purmpose of compatibiliny of setivities and poals,

Opinion:
Basaed on the performed audit, we reasonably helieve that the company has identiflied possible risks and that the
larger part of the controls necessary to mitigate the key risks in the controlled processes m Lhe company 15

established.

The discrepancies identified in the tested areas are nol ol a high fevel ol risk and the recommendations were
accepted. The actions to be laken for their solving shall be a subject of further contral

Our recommendations are in direction of improvement of the system of internal control s¢ as to provide
cfficient company operation, giving also support to the company in achieving its ohjectives,
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