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USAID RFMC SARAJEVO 
PRE-AWARD SURVEY REPORT ON 

“ESE OF RM” 
SKOPJE, MACEDONIA 

 

I. INTRODUCTION  

A. BACKGROUND AND OBJECTIVES 
 
In response to Development Grants Program (DGP-5) application number RFA-OAA-13-000020, USAID 
Technical Advisory Committee of the DGP-5 in Washington D.C. is considering awarding USD 388,978 to 
Association for the Emancipation, Solidarity and Equality of women of Republic of Macedonia (“ESE”), for 
the implementation of a three-year activity entitled ‘Enhancing the level of legal protection of women 
victims of gender based violence and discrimination in Republic of Macedonia’.  In connection with this 
proposal, the following pre-award survey was initiated with the purpose of evaluating management 
systems at ESE for the purpose of identifying and mitigating potential risks that could emerge over the 
course of the proposed project.  
 
Based on current regulations USAID/Macedonia Mission together with the USAID/Kosovo Regional 
Contracting Office have jointly requested a pre-award survey to be conducted for ESE non-for-profit 
Organization located in Skopje, Macedonia.  The Pre-Award Survey field work was conducted on January 
29-30, 2014.  The survey team consisted of Aida Durakovic and Mirna Colic, Financial Analysts from 
USAID/RFMC Bosnia and Herzegovina accompanied by Melita Cokrevska USAID/Macedonia Project 
Management Specialist and Risto Ricliev, USAID/Macedonia Acquisition Specialist.  

 
ESE was founded in 1994 as Humanitarian Association for Emancipation, Solidarity and Equality of 
Women – HA ESE, targeting its work at improving the situation of the woman and her representation in 
the decision-making structures.  ESE focused on the situation of the women in the transition period, with 
particular emphasis on the women in the rural regions and the marginalized women. Organization’s 
spirit stems from the principle of equity and equality, being committed to representing all women, 
regardless of their religion, ethnicity, and age.  
In 1998, the Humanitarian Association ESE was renamed to the Association for Emancipation, Solidarity 
and Equality of Women of Republic of Macedonia, expanding its area of work nation-wide.  For the first 
time, ESE developed their three-year programs for 1998 – 2000 and 2000 – 2003, which enabled them to 
identify more easily the anticipated results, the indicators of all conducted activities, and the effect 
achieved by them.  ESE continued developing the organizational structure, enhancing the human 
capacities and promoting the strategies for accountability and transparency.    
 
ESE is guided by its dedication in seeking solutions to the problems.  By promoting and improving human 
rights, ESE works on improving social and economic justice, thus considering that human rights are an 
indivisible set of standards to be enjoyed by everyone.  They are especially dedicated to the work in the 
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area of promotion and improvement of health and women’s human rights. Therefore, ESE focuses on 
two objectives – meet the urgent needs of citizens, in particular the vulnerable groups of citizens, and 
they influence the creation of sustainable, long-termed changes.  ESE provides legal and paralegal 
assistance, and this is how they enable the citizens to realize their rights and change their living 
conditions. Moreover, ESE advocates for changing the legislation and policies that influence the 
implementation of health and women’s human rights, both on national and international level.  And ESE 
prepares and submits “shadow reports” and other types of documents for implementation of 
international documents about human rights in front of responsible international bodies. 
 
The proposed USAID project ESE plans to enter together in partnership with Open Gate/LA STRADA 
Macedonia and the Coalition Health and Sexual Rights of Marginalized Communities in order to address 
insufficient level of legal protection of women victims of gender based violence and discrimination. 
Therefore this project aims at provision of adequate legal protection for women victims of all forms of 
gender based violence (GBV) and discrimination, including domestic violence, sexual assault, trafficking 
in human beings and sex work.  The proposed project will be implemented on national level and the 
anticipated results shall imply advancement of the national legal framework related to different forms of 
gender based violence; improved judiciary system proceedings in cases of gender based violence and 
provision of legal protection by the CSO’s in general.  
 
Despite the efforts that will be undertaken on a national level, ESE and project partners will put pressure 
on the Macedonian government to fulfill the international obligations/standards foreseen with the core 
human rights treaties and especially with the Convention for Elimination of All Forms of Discrimination 
(CEDAW). Namely, in the course of this project a Shadow Report on Gender Based Violence will be 
prepared and submitted to the UN CEDAW Committee. 
 
Project activities are planned to include three specific objectives: 
 
 Objective 1: To assess the level of court protection provided to victims of gender based violence and 
discrimination and to strengthen the capacities of judges to implement adequately the existing national 
legal framework for protection of women victims and to apply the foreseen international standards on 
this field (focus on CEDAW Convention). 
 
 Objective 2: To identify the obstacles and prepare recommendations for advancement, changing and 
amending the national legal framework for protection. 
 
 Objective 3: To strengthen the capacities of civil society organizations for usage of international and 
regional mechanisms for protection of women human rights and preparation of real cases for strategic 
litigation. 
 
The major purpose of pre-award survey was to determine whether ESE Macedonia has sufficient 
financial management capacity to manage USAID funds in accordance with U.S. Government and USAID 
requirements.  The survey team examined the applicant’s systems to determine whether the prospective 
recipient has the necessary organizational, accounting and operational controls, experience and 
technical skills or the ability to obtain them in order to achieve the objectives of the program (ADS 303). 
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B. METHODOLOGY AND SCOPE 
 
For the purposes of the pre-award survey, the survey team applied the Non-U.S. Organization Pre-Award 
Survey (NUPAS) tool that should be performed for all Non-U.S. awards to assist Agreement Officers in 
making responsibility determinations through assessment of a potential awardee’s likelihood for 
compliance with the Standard Provisions for Non-U.S. Nongovernmental Recipients. 

 
NUPAS is a tool to assist in determining a potential partner’s financial, operational and managerial 
capacities and whether special award conditions may be required.  Missions may amend NUPAS as 
appropriate for their local or regional context - Attachment 2.   NUPAS on ESE has been conducted in two 
phases, with the specific objectives, in order to determine: 
 

a) Whether ESE has sufficient financial management capacity to manage USAID funds in accordance 
with U.S. Government and USAID requirements;  

b) The most appropriate method of financing to use under the potential USAID award; and 
c) The degree of support and oversight necessary to ensure proper accountability of funds to be 

potentially provided.  
 
Phase 1 of the NUPAS tool entailed review of the documents received from ESE for desk review, while 
Phase 2 started with the entrance conference on January 29, 2014.  The survey team visit to review ESE’s 
operations, applying relevant procedures outlined in NUPAS tool and informal discussions of initial 
review took place on January 29 and 30, 2014.  Attachment 1 shows the list of USAID and ESE’s officials 
in attendance.  The final results of pre-award survey team’s review are summarized below.  
 

II. RESULTS OF THE SURVEY  

C. LEGAL STRUCTURE 
 
ESE is a non-governmental, non-profit organization founded in 1995 as a pilot project initiated by the 
Dutch Government.  In the first 3 years of operation ESE mostly acted as a humanitarian organization. By 
the end of 1997, the first annual program was developed (with main donors, the Dutch and German 
Governments), simultaneously developing the organization and its internal operations.   Based on that, 
reregistration of the organization was done in 1998 removing “Humanitarian” from their official name.  
Establishment and operations of ESE are based on the Law on Civil Associations and Foundation (Official 
Gazette of the Republic of Macedonia number 31/98).  The Association has all required permits and 
licenses to operate and is aware of, and complies with, all applicable laws pertaining to tax compliance, 
labor relations, health and safety issues, and environmental regulations.  The guidelines of ESE are 
described in the Association’s Statutes (by-laws), and were last updated in May 2012.  Administrative 
components of the organization include the Assembly of the Association and Board of Directors.   
 
The Assembly is the highest body of ESE and is composed of Individual and honorary members of ESE.  
Members that pay an annual fee of MKD 500 (around $ 11) are allowed to be voting members.  Initially, 
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the Assembly counted 120 members but due to the changes in the Law for non-profit organizations and 
the article on people who can represent the organization, the Associations’ Statue was revised and the 
Assembly is currently counting 42 persons.   
 
Observation #1: 
As disclosed under section D. Financial Management and Internal Controls Systems (Sources of Funding - 
page 10) current Assembly members paid no fee in 2013 and 2014.  General practice is to collect 
membership fees prior to Assembly’s annual meeting.  In 2013 no Assembly’s meeting took place.  
 
Executive Board acts according to the Statue and Rules of Procedure for the Executive Board of ESE (in 
force since April 2006).  The Board initially counted five persons, but due to the problems in having a 
quorum, two additional members were added.  As explained by the Executive Director, Ms. Jasminka 
Friscik, all seven Board members have a good educational and professional background contributing to 
the decision making in regard to different projects.  In the past board members were paid EUR 15 (~ $21) 
per meeting attended, but then due to the savings, ESE stopped doing that.  In 2013, the Board of 
Directors were totally inactive and didn’t meet at all.  An explanation was not provided as to why the 
members did not meet.  Therefore, the Assembly and ESE management have decided to elect new 
members for the Board of Directors during the next session (the four-year mandate of the current Board 
is expiring in 2014).   
 
The Board and the Executive Director are the managing bodies of the Foundation; and therefore, they are 
responsible for the administration and overall progress of ESE.   
 
Organizational structure of ESE is illustrated in the following diagram: 
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Requirement #1: 
The Assembly of ESE should meet as soon as possible and elect new members of the Executive Board.  
The new Executive Board should be established by the time of signing the agreement with USAID and act 
in accordance with the Statute and Rules of Procedure for the Executive Board of ESE.  
 

D. FINANCIAL MANAGEMENT AND INTERNAL CONTROLS SYSTEMS 
 

Banking Relationship and Accounts 

ESE has two bank accounts open in the commercial banks Komercijalna Banka AD Skopje (having one 
main account (MKD) and two sub-accounts (MKD and USD) and NLB Tutunska Banka AD Skopje (MKD and 
EUR).  USD and EUR accounts can be opened as sub-accounts for the receipt of donor funds.   
 
Recommendation #1:  
As a general safeguarding policy of USAID/RFMC, it is recommended that USAID activities should be 
managed from and recorded under a separate interest-bearing bank account capable of accepting US 
Dollar EFT’s.  
 
Ms. Jasminka Friscik, the Executive Director and Ms. Marija Gelevska, Deputy ED and Coordinator for 
Human Rights Monitoring and Provision of legal and psychological aid, have a signing authority for all 
bank transactions.  Only one of two signatories is required to process any bank payment.  Also, there is a 
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third person being a bank signatory.  It is Ms. Tatijana Tamelkoska-Milenkovic, acting president of ESE 
since 2005 which in accordance to the relevant legal framework in 2007 and 2008 had to be included as a 
bank signatory as well.  With the latest changes of Macedonian NGO law in 2010, ESE has made 
amendments to the Charter by adding the Executive Director as a person that can represent the 
organization beside the President.  However, Ms. Tamelkoska-Milenkovic has never acted in a capacity of 
a bank signatory and ESE didn’t change her role as such so far. 
 
Recommendation #2: 
As already envisaged, the Survey Team recommends that ESE implements the joint signatures of two duly 
authorized members of the staff to adequately safeguard assets.  In order to ensure segregation of duties 
these signatures should be different than the preparer. 
 
Bank statements are received on a daily basis (if any transactions occur prior day), and regularly on a 
monthly basis.  The Finance Officer is responsible to collect and maintain bank statements and to record 
all transactions in an excel sheet.  The financial policy  includes adequate bank reconciliation procedures 
on a daily and monthly basis; however, there is no written evidence of bank reconciliations signed by a 
preparer, reviewer and/or the Executive Director as approver.  Regular and thorough reviews of bank 
reconciliations are critical to ensuring that the Associations’ cash is being safeguarded and recorded 
accurately. 
 
Recommendation #3:  
Although bank reconciliations are performed on a regular basis, the Survey Team recommends that the 
actual process should be formalized as per the established procedures, second party reviewed, approved, 
and finalized through the issuance of a bank reconciliation report.   
 

 
Accounting/Bookkeeping System 

ESE conducts its accounting in accordance with local accounting legislation (Law on Accountancy of Non-
Profitable Organizations) and adheres to a set of accounting and reporting procedures that are described 
in ESE’s financial management policies and procedures, effective from 2007.  The chart of Accounts used 
is the one applicable for non-profit organizations.  Basis of accounting used is accrual based accounting.  
 
The Financial Officer tracks all incoming and outgoing financial documents and takes care of daily 
financial and administrative operations.  Once an invoice is received, it is being checked for the accuracy 
by the Financial Officer and if the invoice is related to the project activity, he assigns a prescribed code of 
a given project.  He also checks with the Program Coordinator if the invoice covers all agreed costs and if 
it can be processed for the payment.  Once that is done, Financial Officer prepares the request for 
payment accordingly and has it approved by the Executive Director (ED).  If ED is not in the office, the 
payment can be approved by the Deputy ED as they are both authorized signatories for bank payments 
and cash withdrawals.   
 
The unofficial financial records of ESE are maintained in excel spreadsheets by the Financial Officer on a 
daily basis while official records are being recorded by the external accountant using the appropriate 
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financial software (ZONE-Helix).  Once the full month has been processed in the accounting books, ESE’s 
Financial Officer and external accountant reconcile their data.  This way they make sure their numbers 
match, data is correctly booked and processed by both parties.   
 
ESE’s policy is to keep all original documents in-house; therefore, a separate room with a computer is at 
the disposal for the external accountant, who does all his work within the ESE’s office.  This way ESE’s 
Financial Officer has direct access to the financial software and can produce financial reports when 
necessary.  Financial software used by external accountant doesn’t enable to track the income and 
expenses by multiple projects.  Back-up of all data is being done on a weekly basis, using the 
Association’s server.  
 
Once a new project is approved, Financial Officer creates a new excel sheet with the overview of 
approved budget and does internal tracking of approved budget versus actual expenditures on a daily 
basis.  Program Coordinators are included in the budget review and cash flow projections on a weekly 
basis, during the regular Monday all staff meetings.  
 
Financial management policies and procedures addresses the allocation principles used for direct and 
indirect costs.  According to this policy, allocation of costs should be done on a monthly basis by the 
Finance Officer.  Direct costs should be distributed to each project according to the approved budget, 
while indirect costs should be allocated according to the so called “A Simplified Method of Cost 
Allocation”.  This method says the percentage of direct costs of a given project in the total costs in a 
month determines the sum of indirect costs that will be paid out of the same project.  “Salaries of the 
employees will be allocated on programs, services, management & administration and fundraising based 
on the monthly time sheets according to the hours worked on specific activity” is not being used in 
practice.  However, as described by Executive Director and Finance Officer, cost allocation is being done 
in a different way than established in the policy.  Instead ESE is charging all costs, direct and indirect, 
based on the initially approved and adopted budgets, regardless of the actual level of effort per project. 
Without using proper cost allocation methodology cost cannot be tracked by the level of effort for each 
ongoing project and useful cost analysis reports cannot be produced to measure the financial progress of 
each project. 
 
Requirement #2:  
Cost allocation methodology described in the financial manual should be more detailed, giving good 
example on how the costs between different projects should be allocated and accordingly implemented 
in practice.  It should clearly describe the basis of allocation (hours worked, space used, etc.) and any 
change in new or finished project, should be applied immediately.   

 
A policy is in place for the replenishment and usage of petty cash, with the threshold amount of MKD 
6,000 ($135) established.  Both, the Finance Officer and Executive Director have access to the cash box.  
Petty Cash payments are being used only for small-amount payments (taxi, stamps, small office supplies, 
etc.).  Due to the size of the organization the cashier and finance function is not separated; the Finance 
Officer is responsible for keeping records of cash transactions in the Petty Cash Journal.  All cash 
payments include cash receipt signed by preparer and receiver, but are missing approval of Executive 
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Director or her Deputy.  Petty cash counts are being performed by Finance Officer on regular basis but 
there are no cash reconciliation reports that confirm this.   
 
Recommendation #4:  
Petty cash count and reconciliation should be done at least on a monthly basis by the Financial Officer 
and approved by the Executive Director or her Deputy.  This process should be formalized in a written 
report. 
 
Recommendation #5: 
All cash payments should be approved prior to the payment by Executive Director or her Deputy.  

 
 

Sources of Funding 

In almost 16 years from its start-up, Dutch and German governments were the main donors; however, 
they withdrew from Macedonia.  Before leaving Macedonia, both donors helped ESE to purchase their 
own offices by financing the whole endeavour.  The current main donor of ESE is Open Society 
Foundation, also known as SOROS foundation.   ESE is also a subcontractor on a USAID project 
implemented by FOSM (Foundation Open Society Macedonia) – Recommendation # 7.    
 
As already written under the section C. Legal Structure, Assembly’s voting members are paying annual 
fee of MKD 500.  But this income is minimal.  In 2011, 21 members paid fee in the total amount of MKD 
10,500 (~ $231) and in 2012, 14 members paid fee in the amount of MKD 7,000 (~ $ 154).  In 2013 and 
2014 no fees have been paid.  
 
ESE tracks its sources of funding through offline records, meaning that Financial Officer keeps and tracks 
all budget and actual data in a excel format.  Program staff and the Executive Director are involved in 
reviews and discussions in regard to the budgets and expenditures tracking almost on a daily basis.  
During the field visit, the Survey Team noticed that all staff members we talked to are fully involved with, 
have good knowledge, and long experience in tracking the budget versus actual expenditures.  Although 
current diversification of sources of funding is scarce, the management is aware of the importance of 
diversification and keeps applying for any projects that fit into their area of work.   
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List of 2013-2014 funding sources:   

Sources of funding Project Name Period of 
implementation 

Total Funding  
(in USD) 

OSF, PHP, AMHI initiative  Capacity Building Core Grant  11/2012 - 11/2013 96,123.00 
OSF, PHP, LAHI initiative  Roma baseline study 1/2013 - 12/2013 28,797.68 
FOSM  Antidiscrimination  3/2013 - 12/2013 3,990.45 
OSF, PHP, LAHI initiative  Right to health -Paralegal 

assistance and supports in Roma 
communities  

7/2013 - 7/2014 30,748.21 

OSF, PHP, LAHI initiative  Human rights in patient care 
(Bridge Funding)  

7/2013 - 10/2013 12,209.93 

USAID - FOSM  “A view from the outside” – 
Whether and how is the court 
protection for victims of 
domestic violence regarding the 
temporary measures of 
protection provided?  

9/2013 - 06/2014 24,982.74 

OSF, PHP, LAHI initiative  Human rights in patient care  11/2013 - 4/2015 58,488.24 
OSF, PHP, AMHI initiative  Capacity Building Core Grant  11/2013 - 7/2014 79,999.53 
OSF*  Social accountability and legal 

empowerment  
7/2014 - 7/2015 166,000.00 

Total: 
  

501,339.78 
      * Project not yet approved 
 

Audit and Review of Financial Statements 

The external financial audit at the moment is performed under each donor’s requirement only.  ESE had 
a practice of having regular, annual financial audits; however, due to financial constraints, the practice 
ended in 2006.  After 2006, ESE continued conducting separate project financial audits due to donor's 
requirement. Starting from 2014, ESE plans to continue with the practice of having an annual audit 
covering its overall program operation even if not required by donor.  
 
Four audit reports submitted by ESE to the survey team for the desk review included the following audit 
reports for specific projects, covering the period 2006-2011: 

Audit requested by Audit conducted by Project Name Period covered Audited Value 

CNV International 
Netherlands 

CENSUM DOOEL 
Skopje, Macedonia 

Violence over 
women at the 
workplace 

12/15/11-12/31/12 EUR 19,900 

CNV International 
Netherlands 

JVK Ltd. Skopje, 
Macedonia 

Violence over 
women at the 
workplace 

5/28/10-4/30/11 EUR 17,766 

EED and other 
donors 

TD CON doo Skopje, 
Macedonia 

Program with 
different 
components 

9/2008-3/2010 EUR 182,350 

ICCO and EED Not visible/translated 
copy 

Program with 
different 
components 

8/2005-8/2006 EUR 177,060 
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No deficiencies or significant deficiencies were noted in the reports.  All reports were done by local 
(Macedonian) Audit companies.  
 
ADS 591.3.2.1 requires that non U.S. non-profit organizations that expend $300,000 or more per their 
fiscal year in USAID awards must have an annual audit conducted in accordance with the "Guidelines for 
Financial Audits Contracted by Foreign Recipients" published by the Office of the Inspector General.  
Since this potential award has been planned in the amount of $ 388,978 over three-year of period, there 
will be no requirement to conduct audit unless USAID/Macedonia Mission specifically requires this. 
 
Recommendation #6: 
It is certainly recommended that ESE proceeds with its plan to have regular annual audits of general 
purpose financial statements.  The benefit of an audit is that it provides assurance that management has 
presented a ‘true and fair’ view of an Association’s financial performance and position. An audit 
underpins the trust and obligation of stewardship between those who manage an Association and the 
stakeholders.  
 
Recommendation #7: 
If the Mission specifically requires having annual audit of USAID award, it should be ensured that one 
annual recipient-contracted audit covers all USAID funding to the recipient from all sources.  
 

E. PROCUREMENT SYSTEMS 
 

A generally established internal Procurement and Purchasing Policies and Procedures (effective from 
2007), is based on Macedonian Procurement Legislation and is being adjusted in practice when required 
by a specific donor.  The policy provides the essential information and brief step-by-step procedures for 
procurement of services and commodities.  This document guides the procurement officials directly 
involved in the procurement activities and helps them understand the procurement processes and 
achieve uniformity in procurement processes followed under the project.  
 
So far ESE has not had any large procurement.  When any large procurement was involved (like for a 
vehicle, office premises, etc.) the procurement was directly conducted by the donors. For a regular, 
smaller purchases like for office supplies, events, etc. ESE usually works with its regular vendors well 
known for good quality and best price due to the long cooperation with ESE. The procurement policy 
stipulates regulations for the purchases as follows: 
 
1. Purchases below $ 500:  no written record of the selection process required.  However, a comparison 

of cost estimates from several vendors is strongly encouraged.  For routine purchases made on a 
regular basis (for example, office supplies and photocopies), it is recommended to check the prices 
every six months. 

 
2. Purchases between $ 500 - $ 1,000:  at least three bids required followed with the written 

memorandum describing the basis for vendor selection and for the award (explanation of the price). 
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3.  Purchases above $ 1,000: a competitive process of selection involving a written solicitation with a 

minimum of three bidders is required.  The only exception to this policy is a single source selection.  
Single source procurement must meet certain criteria (outlined in the procurement manual) and must 
be approved in advance by the Executive director or the Deputy of the executive director. 

 
The procurement manual also addresses policies and procedures for “Outside service providers and 
consultants’ policies and procedures” covering types for service contracts, contract provisions, consultant 
or outside service provider payments and selection of consultants or outside service providers.  The 
practice so far is that consultants needed for specific activities of ESE are first being searched within 
Macedonia, and if the supply of specific consultants is insufficient, ESE will turn to international suppliers.  
Mostly, these international consultants were proposed by donors and donors were actively involved in 
selection of the consultants.   
 
The potential USAID award includes purchases of three PCs in the total anticipated costs of less than $ 
2,000).  So, no purchases of goods are expected over $ 5,000.  Planned procurement will mostly involve 
procuring services for working groups, trainings, forums, etc.  
 
Inventory/fixed assets list of ESE was reviewed by the pre-award team.  It gives an overview of all fixed 
assets with identification numbers only.  No other details can be found in this list and there is no way to 
distinguish equipment with the same name (like 5 LCD Hyundai PC monitors).  The purpose of a good 
asset management is to establish and maintain the current inventory of movable equipment in custody of 
ESE, including but not limited to: the item nomenclature; location of each item in the inventory/fixed 
assets list; the original cost of the item; accumulated depreciation; the source of funding used to 
purchase the item; serial number; and a name of the employee eligible to use the item.  This will help to 
accurately perform an annual physical inventory/fixed assets check, which is currently not being done by 
ESE.  Proper annual physical inventory/fixed assets should be performed in order to reflect actual 
quantities on hand, ensure that inventory valuation methods used are appropriate, and if required, enter 
any adjustments in the accounting system on a timely basis.  In addition, the Finance Officer should be 
responsible for ensuring that segregation of duties are maintained throughout the process to promote 
safeguarding of the assets. Specifically, one person should not be able to authorize a transaction (e.g., a 
purchase or sale), record the transaction, have custody of the inventory, and perform the related 
reconciliation.  
 
Recommendation #8: 
The existing inventory/fixed assets list should include more detailed information, such as, but not limited 
to: location of the item, original cost, accumulated depreciation, source of funding, serial number, and a 
name of the employee eligible to use the item.  Also an annual physical inventory check should be 
introduced. 
 
Under the potential award, it is anticipated that ESE would have to manage two sub-awards.  In its 
current policies and procedures, ESE has no general or detailed guidance on sub-award management.  
However, in the past, ESE has had experience in working with sub-recipients.  Theysign a memorandum 
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of understanding with their partners stipulating in details what are the rights and obligations, how the 
reporting will be done, financial plan, etc.  ESE has a long working experience with  both anticipated sub-
recipients, La Strada and Coalition Health and Sexual Rights of Marginalized Communities. 
 
Recommendation #9: 
As a potential award recipient, ESE would be responsible for monitoring its sub-recipients.  ESE would 
have to ensure that sub-recipients adhere to the appropriate set of standards and requirements.  In order 
to achieve this, the Survey Team requires that ESE adopts sub-award management policies and 
procedures in order to have necessary control over its sub-recipients.  Financial/performance reviews 
performed by ESE, would certainly contribute to the overall sub-award management. 
 

F. HUMAN RESOURCES SYSTEMS 
 
The terms and conditions of employment are in accordance with the Macedonian labor law and 
employment legislation.  ESE intends to provide safe employment conditions to all staff.  HR policies and 
procedures are stipulated in the: 

- Rulebook on labor relations;  
- Administrative policy;  
- Rulebook on salaries, benefits and other contributions and compensations; and  
- Travel procedures. 

These policies describe appropriate administrative management and procedures for key HR areas such 
as, recruiting, job description, performance evaluation, compensation payments, working hours, sick-
leave, vacation, travel, etc. 
 
For each staff member there is an open personnel file including all relevant documentation for each 
employee, including application letters, CV, etc.  All files are stored in a locked filing cabinet and only the 
Administrative-Finance Officer and Executive Director have access to these files. 
 
On a monthly basis, the Administrative-Finance Officer tracks attendance and absences including sick, 
annual and other leave. This is required by the Macedonian law.  Based on this attendance list, the 
external accountant prepares payroll calculation using governmental online software system called “Cela 
Plata” (Whole salary).  Through this system, salary and social contribution are being calculated and sent 
to the Income Tax authority for the approval.  If the form is correctly filled in and calculated, it is being 
approved by the Income Tax authority and sent back to ESE.  Based on this, payment requests for payroll 
are being prepared by the Finance Officer, approved by the Executive Director and brought to the bank 
for payment.   Payroll calculations are being prepared and distributed to each employee on a monthly 
basis once the payroll is processed.  
 
Employees are not required to fill in timesheets on a daily, weekly or monthly basis unless it is 
specifically required by the donor.  Therefore time sheets are not being used to adequately track time 
spent on each project and are not being filed in employees’ personal file nor attached to the payroll.  
Labor costs are distributed based on approved budgets from donors – each project proposal submitted 
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by ESE includes number of persons or time each person will spend working on that project.  Therefore, as 
described by the Executive Director, this is the way they take care of not doubling level of effort (LOE) on 
different projects.   However, in order to correctly allocate LOE to each project, the best practice and 
most accurate way to do so is through time sheets.  
 
Requirement #3: 
The Survey Team requires the use of timesheets in order to adequately track time spent on each project 
ESE runs.  This is closely related to Requirement #2 that states the cost allocation methodology should be 
more developed and implemented accordingly.  Proper and accurate time tracking will help to correctly 
allocate ESE’s LOE costs.   
 
 
Travel Policies and Procedures  

The travel policies and procedures of ESE are regulated under the Travel procedures, which are in force 
since June 2007.  ESE follows the procedures for official travel which are defined according to the valid 
laws and regulations.  Every employee, prior to travel relating to program work outside of Skopje must 
fill out a travel authorization form, which is being authorized by the Executive Director.  
 
Although, the travel policy prescribes per diem payments when travelling outside of Skopje, in practice, 
ESE is paying per diems only for international travels.  No per diems are being paid for in-country travel.  
If an advance is given to a traveler (which is not a regular practice), the liquidation is required within 7 
days upon return from travel.  

 
ESE owns one vehicle that is being used for business purposes.  Only in urgent situations, can this vehicle 
be used for private purposes with the approval of the Executive Director.  In such cases, the employee 
must compensate ESE for all incurred expenses.  A vehicle log is being used for all travel with ESE’s 
vehicle, tracking kilometers driven and fuel consumed.  A vehicle log is being kept in the vehicle and 
checked for accuracy by Admin/Finance Officer on a monthly basis. No personally owned vehicles are 
being used for business purposes and no compensation is being paid for this.  If ESE’s vehicle is occupied, 
for any travel within Skopje, a taxi can be taken. 
 

G. PROGRAM PERFORMANCE MANAGEMENT 
 

ESE’s current program staff has more than 10-years of experience each, working with different donors 
and on different projects, including as a sub-recipient on USAID projects and is familiar with USAID 
system, rules, and regulations.  Therefore, it appears that ESE has adequate capacity to manage and 
monitor projects with little donor technical guidance or interventions.  However, they don’t have a 
written program management policy and procedure in place to serve as a reference and guide to all staff.  
All project team members will work to meet the objectives of the proposed program.   
 
The practice is that program coordinators are in charge of both the programmatic and financial aspects of 
the project assigned to them.  As prescribed by the Administrative Policy, internal communication is very 
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important and is present on a daily basis.  Beginning of the year, and based on the annual plan, monthly 
activities are established, while concrete indicators are being discussed on a weekly basis.  Each activity 
has its own Monitoring and Evaluation plan.  Regular meetings are held every Monday when all projects 
are being discussed among the employees and information is shared on the current status of each 
project.  There is an “activity board” where all weekly activities are summarized and can be followed by 
all staff.  
 
Cost share for the proposed project is expected to be in amount of USD 64,566 (14.2% of total project 
budget).  ESE does not have internal policies and procedures to monitor and verify cost share.  
 
Recommendation #10: 
The Survey Team recommends that ESE should adopt written program management policies and 
procedures and have them in place to serve as a reference and guide to all staff. The program 
management policies and procedures should cover, but are not limited to: the organization structure of 
project monitoring unit/team/group, and how regularly the organization monitors progress on projects 
and produces project management reports and recordkeeping on the project management system. 

 
Requirement #4:  
The Survey Team requires that ESE develops and adopts internal policies and procedures to monitor and 
verify cost share in accordance with Criteria for Non-U.S. NGOs (Std. Provisions 06.28.12).  
 

H. ORGANIZATIONAL SUSTAINABILITY 
 

As shown in the table “List of funding sources 2013-2014” on page 11 of this report, ESE has currently 
four ongoing projects in the total amount of around USD 195,000.  Aside the potential USAID award they 
applied for, ESE has also applied for an additional OSF’s project in the amount of USD 166,000.  As 
previously mentioned, SOROS is one of their main donors and aside them (as a local donor organization) 
there is a second local foundation Macedonian Center for International Cooperation (MCIC) that 
continues with financing of local non-profit organizations like ESE.  Approximate amount of ESE’s income 
from SOROS is around USD 170,000 on the annual basis.  As informed by SOROS (who are currently 
working on their 3-year plan), ESE is part of their plan in the next three years, so they have some pre-
confirmation for continued income from SORORS. 
 
The challenge for ESE remains to ensure its organizational sustainability, but as stated by the Executive 
Director, they have existed for a long time and are a well establish and recognized organization; and 
therefore, they believe their existence is not questionable.  Of course, diversification of sources of 
funding is more than welcomed and ensures more secured sustainability.  Therefore, potential USAID 
award (if approved) would help ESE to continue with their good work and to become a more sustainable 
organization. 
 
In that sense, the Management and Board are aware of the importance of annual and long-term 
planning.  All staff is involved in the preparation of the annual work plan and three-year strategic plan: 

USAID/RFMC Sarajevo, January 2014                                                                                                                16/21 



   

- ESE’s annual program for work for 2014 and ESE’s financial plan for 2014 
- ESE’s strategic plan for 2014-2017 and overview of the financial plan for the same period 
 
Components elaborated in the annual work plan are developed and are planned to be implemented as 
part of ESE’s 2014 work program. Developed components are in correlation with ESE’s strategic priorities 
and further commitments for the period 2014-2017.  The Strategic Plan 2014-2017 builds on the 
organization’s previous achievements and presents follow-up on the concepts and initiatives applied by 
ESE in the past three years. 
 
 

III. CONCLUSION, OBSERVATIONS, REQUIREMENTS AND RECOMMENDATIONS 
              

In general, with the exception of pre-award survey team’s observations, requirements and 
recommendations in regard to internal operations of ESE, the survey team concludes that the 
Association appears to have adequate management capacity to accomplish the targets described in the 
proposal, and to manage USAID funds in accordance with the applicable U.S. Government and USAID 
laws and regulations.  Presented observations, requirements, and recommendations addressed in this 
review should help strengthen ESE’s financial management capabilities and prevent future deficiencies. 
The Regional Financial Management Center suggests a follow up visit to ESE offices 3-6 months after the 
activity starts in order to observe the implementation of given observations, requirements, and 
recommendations.  

Summary of the observations: 

Observation #1: 
As disclosed under section D. Financial Management and Internal Controls Systems (Sources of Funding - 
page 10) current Assembly members paid no fee in 2013 and 2014.  General practice is to collect 
membership fees prior to the Assembly’s annual meeting.  In 2013 no Assembly meetings took place.  
 
 
Summary of the requirements: 

Requirement #1: 
The Assembly of ESE should meet as soon as possible and elect new members of the Executive Board.  
The new Executive Board should be established by the time of signing the agreement with USAID and act 
in accordance with the Statute and Rules of Procedure for the Executive Board of ESE.  
 
Requirement #2:  
Cost allocation methodology described in the financial manual should be more detailed, giving good 
example on how the costs between different projects should be allocated and accordingly implemented 
in practice.  It should clearly describe basis of allocation (hours worked, space used, etc.) and any change 
in new or finished project, should be applied immediately.   
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Requirement #3: 
The Survey Team requires the use of timesheets in order to adequately track time spent on each project 
ESE runs.  This is closely related to Requirement #2 that states the cost allocation methodology should be 
more developed and implemented accordingly.  Proper and accurate time tracking will help to correctly 
allocate ESE’s LOE costs.     
 
Requirement #4:  
The Survey Team requires that ESE develops and adopts internal policies and procedures to monitor and 
verify cost share in accordance with Criteria for Non-U.S. NGOs (Std. Provisions 06.28.12).  
 
 
Summary of the recommendations: 

Recommendation #1:  
As a general safeguarding policy of USAID/RFMC, it is recommended that USAID activities should be 
managed from and recorded under a separate interest-bearing bank account capable of accepting US 
Dollar EFT’s.  
 
Recommendation #2: 
As already envisaged, the Survey Team recommends that ESE implements the joint signatures of two duly 
authorized members of the staff to adequately safeguard assets.  In order to ensure segregation of duties 
these signatures should be different than the preparer. 
 
Recommendation #3:  
Although bank reconciliations are performed on a regular basis, the Survey Team recommends that the 
actual process should be formalized as per the established procedures, second party reviewed, approved, 
and finalized through the issuance of bank reconciliation report.   
 
Recommendation #4:  
Petty cash count and reconciliation should be done at least on a monthly basis by the Financial Officer 
and approved by the Executive Director or her Deputy.  This process should be formalized in a written 
report. 
 
Recommendation #5: 
All cash payments should be approved prior to the payment by Executive Director or her Deputy.  
 
Recommendation #6: 
It is certainly recommended that ESE proceeds with its plan to have regular annual audits of general 
purpose financial statements.  The benefit of an audit is that it provides assurance that management has 
presented a ‘true and fair’ view of an Association’s financial performance and position. An audit 
underpins the trust and obligation of stewardship between those who manage an Association and the 
stakeholders.  
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IV. ATTACHMENT I – ENTRANCE AND EXIT ATTENDANCE SHEET 
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