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Acronym Full Description 

CPO  Commitment Payment Order  

CSC  Civil Service Commission  

DG  Director General  

FMIS  Financial Management Information System  

FY  Financial Year  

GSS  Galmudug State of Somalia  

ID  Identity  

ICT   Information and Communications Technology  

IPSAS  International Public Sector Accounting Standards 

ISSAI International Standards of Supreme Audit Institutions 

IT Information Technology 

MOF  Ministry of Finance  

NGO  Non-governmental Organisation  

OAG Office of the Auditor General 

PFM  Public Financial Management  

PREMIS Public Resource Management in Somalia 

RMS Revenue Management System 

SAI Supreme Audit Institution 

TSA  Treasury Single Account  

TD Treasury Director 

UNDP United Nations Development Program  

USD United States Dollar 



 
 
 

4 
 

2. Statement of the Auditor General 
We have over the years conducted financial and compliance audits on GSS public accounts. We have 

identified areas that need improvement and have taken great care to make practical recommendations based 

on our audit findings. Recommendations are a critical part of our audit reports. Their implementation is 

important to drive positive improvements in the cost-effective delivery of programmes and services for the 

people of Galmudug State of Somalia.  

Identifying issues and providing recommendations is only the first step. The real work begins when those 

responsible, take action to put our recommendations into practice. It is for this reason that a key part of 

our work is to follow up on recommendations made in past audit, in order to assess the progress made on 

our previously recommended actions. 

The OAG remains firmly committed to making positive contributions in overcoming the obstacles to 

prudent financial management and control. We will continue to make ourselves available and provide 

proactive insights into the root causes of weak internal control environments.  

The engagements will include timely feedback on, and inputs into the adequacy of the assurance provided 

by all stakeholders.  

We would also want to acknowledge development partners, especially the PREMIS team, who have 

continued to show interest in the solidification of the operational competence within the Somali FMS’ 

OAGs. 

My sincere thanks and appreciation go to all GSS -OAG staff for the continued devotion to their duties 

and responsibilities against all odds. 
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3. Executive Summary 
This executive summary provides an overview of the main findings contained in this report. 

3.1 The Role of OAG 

Being the Supreme Audit Institution (SAI) of Galmudug State of Somalia (GSS), our constitutional 

mandate is to ensure that public funds are utilised lawfully and effectively towards service delivery. That is 

to say, we are the independent guardian institution of Galmudug State’s public purse and economic 

security as mentioned in article 67 of Galmudug Constitution and section 7 of Audit Act 2018.  

We audit and report on the stewardship provided by the Government over monies received, whether 

from taxpayers, donors or others, and related expenditure from these funds in a professional, ethical and 

transparent manner. Also, we substantiate to a reasonable level of assurance that public monies are used 

by the Government, in the manner proposed by Parliament, through independent professional audits. We 

assess how and whether these funds are being clearly and accurately reported by the Government and 

how they are used in terms of economy, efficiency and effectiveness. We publish the audit report in the 

Official Gazette and make it available to Parliament in the first instance, and to the citizenry of Galmudug 

State and other stakeholders within one month of the completion of audit report as required by section 

32(3 and 4) of the PFM Act 2017.  

Additionally, section 30(6) of the Audit Act 2018 requires the AG to include in his report:  

 His opinion on the truth and fairness of the consolidated and separate public accounts; 

 Significant findings and recommendations; 

 Deficiencies identified in the internal control system;  

 Details of essential records that have not been maintained; and  

 Any money that has been expended without due regard to economy or efficiency. 

3.2 Opinion of The Auditor General 

I have audited the consolidated financial statements of Galmudug State of Somalia for the year ended 31 

December 2019. These Financial Statements comprise the Statement of Receipts and Payments, Statement 

of Comparison of Budget and Actual Amounts, and notes to the financial statements including a summary 

of significant accounting policies and other explanatory information. This year, I have not been able to 

obtain sufficient appropriate audit evidence to provide a basis for an audit opinion. Accordingly, I do not 

express an opinion on the financial statements. The full opinion can be found at Annex 1 page 1 

The main reasons for the disclaimer of opinion are: 

(a) Payments of USD 928,610 (29% of total payments) lacked any supporting documents at all. In 

addition, payments totalling USD 730,145 (23% of total payments) were inadequately supported. 
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Without such supporting evidence it is not possible to confirm that these payments 

have been disclosed correctly in the financial statements. 

(b) Further payments of USD 445,911 (14% of total payments) were supported with documentary 

evidence. However, these were misclassified in the financial statements. These misclassified 

payments include; an amount totalling USD 428,000 stolen by the former Treasury Director and 

politicians. These payments have been incorrectly disclosed as non-financial asset expense 

(residential buildings) in note 14 to the financial statements. 

(c) My audit identified 25 bank accounts opened and operated outside of the Treasury Single Account 

(TSA). I was unable to obtain evidence of the balances as at 31st December 2019 or the transactions 

that took place through FY 2019. Neither the end of year balances of these accounts or the 

transactions through the year are currently disclosed in the draft financial statements. 

 

3.3 Summary of Audit Findings 
Cash and bank  

A Bank Account Procedure Manual is in place. However, it is not followed and there is a risk that state 

ministries have opened bank accounts without the prior written authorization from the Ministry of Finance 

and operated these accounts outside of the TSA. All bank accounts outside of the TSA should be 

maintained under the TSA to reduce the risk of fraud and help ensure that the state maintains satisfactory 

cash flow. Although donors sometimes insist on separate project bank accounts, it is critical for financial 

reporting and control purposes that the balance on these accounts, and any transactions through them, are 

included in the FMIS. The bank register also needs to be fully completed so that it includes all bank accounts 

of the state. It is possible to change bank account details, such as authorised signatures. However, the state 

should ensure that if signatories are changed, the appropriate form is completed, sent to the Minister for 

approval and that the bank register and the FMIS are updated accordingly. 

Revenue  

Although the revenue performance of the state has improved, there are still issues in relation to 

documenting and reconciling revenue transactions. To further enhance revenue management, effective 

segregation of duties in the Revenue Department should be implemented when it comes to recording the 

revenue transactions in RMS and FMIS, banking cash received and reconciling the amount collected. 

Currently, GSS receives funds from many donors and some of them are not disclosed in the financial 

statements. Many NGOs operate in GSS but are not registered with the Ministry of Planning; only one 

NGO paid registration fees during FY 2019.  
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Payments 

When making payments, no matter how small or large they are, it is important to follow the appropriate 

process as set down in the relevant laws and regulations. During the audit we identified that an amount of 

USD120,000 was stolen by the former Treasury Director. In addition, other payments made, apparently to 

politicians, cannot be supported and it is likely this money has also been stolen. It is critical that GSS try to 

recover these monies, fully disclose these incidents in a clear and transparent way in the FY 2019 financial 

statements, and improve control systems so that similar incidents cannot reoccur in the future. There 

continues to be an over reliance on cash payments despite regulations stating that bank transfers should be 

used. This represents a significantly higher risk of fraud than similar payments made electronically. The 

State should impose upper limits for the use of cash payments and the payment should be made through 

supplier’s bank accounts. When making payments, it is very important to retain evidence i.e. supporting 

documents such as: invoices, bank transfer advices, delivery notes, and contracts. Unfortunately, many of 

the state payments continue to be made without such (or any) supporting documentation. GSS should 

retain supporting documents for all financial transactions and no payments should be made without proper 

review of evidence to support the amount and nature of the underlying transaction.  

Procurement 

Over recent audits there has been no significant improvement in the state procurement process. 

Specifically:  

• procurement guidelines are not followed;  

• there is no annual procurement plan; 

 • original documents are not retained; and  

• there is no procurement committee.  

GSS should follow the procurement guidelines in order to avoid non-compliance with the PFM Act 2017 

and reduce the significant risks of fraud and theft while ensuring maximum value for money is achieved 

with limited state resources.  

Assets 

It’s extremely important to maintain the assets of the state and follow the asset policy and procedures. 

However, most state assets are not recorded on the asset management system; and, as a result of this 

incomplete record, it is not possible to conduct a regular physical verification exercise. Without such basic 

controls around management of state assets, there is a critical risk that state assets are misused or 

misappropriated.  
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Recruitment 

During our review we identified one recruitment committee where some recommendations were made by 

a senior OAG officer and his signature provided. Unfortunately, this officer did not participate in this 

recruitment process and it would seem that his signature has been forged. A full investigation should be 

conducted and corrective action taken.  

Budget 

The budget is the backbone for all state activities. The budget preparation cycle should consist of two 

phases; the first is the preparation of budget framework and the second is the preparation of the detailed 

annual budget. For FY 2019, MOF did not prepare a budget framework paper. We recommend that GSS 

should prepare all budget documents and adhere to the budget procedures as per the PFM Act 2017 in 

the future. 

Internal audit 

Although internal audit reports are produced and submitted to senior management, there is no process to 

follow up whether recommendations have been implemented or not. Management should regularly follow 

up internal audit reports to ensure recommendations are implemented as intended. 

Follow up of Prior year Audit Recommendations 

During the audit we followed up all audit recommendations made in previous years. A summary of the 

current status of these recommendations is shown in the table below: 

Status Number of 

Recommendations 

Implemented 1 

Partly Implemented 1 

Not Implemented 11 

TOTAL 13 

 

As in previous years, progress in implementing audit recommendations has been minimal. It is important 

that this improves going forward. To this end, MOF should implement a formal mechanism for taking 

appropriate corrective actions.  

 

 



 
 
 

9 
 

3.4 Conclusion 
Controls in place at GSS have not improved considerably over recent years. The major areas of concern 

remain bank accounts operated outside of the TSA, misuse of funds, large cash payments and an incomplete 

asset register. In many of these areas the state has a clear and detailed legal framework; however, often these 

legal requirements are simply not followed. There is a need to regularly monitor compliance with these 

basic control procedures with consequences for repeated breaches. Since the non-disclosed bank accounts 

are not included in the financial statements (with the FY 2019 receipt and payment transactions through 

the accounts), full disclosure is not made about the amounts misused, payments are misclassified, and grants 

from UNDP are not fully disclosed, there remains significant doubts over the disclosures made in the draft 

financial statements. It is necessary that OAG issued a disclaimer audit opinion. 
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4. Introduction 
Citizens’ confidence in public institutions can be restored through the use of scarce resources in ways that 

maximise value-for-money and delivering of quality results. To effectively fulfil this role, citizens also need 

reliable evidence on which policy instruments and programmes work, and which do not. The OAG as a 

public sector external auditor, performs an important function in supporting the roles of those charged 

with governance in public sector organisations and other stakeholders in respect of oversight, insight and 

foresight. 

4.1 Our Mandate and Independence 
Section 28(1) of the Audit Act 2018 outlines the responsibility of the OAG to audit the accounts of all 

public bodies of GSS. In line with the provisions of section 32(3) of the PFM Act 2017 and Section 30(4) 

of the Audit Act 2018, the AG should submit the Annual Audit report to Parliament within four months 

after the receipt of the Financial Statements from the Minister for Finance. The Speaker shall then table all 

audit reports in the State Assembly within five working days after receipt as per Section 33(1) of the Audit 

Act 2018.  

The independence of the AG is a fundamental characteristic of a well-functioning SAI that operates in 

accordance with International Standards of Supreme Audit Institutions (ISSAIs). Section 67 of the 

Galmudug Constitution states that the OAG is an independent institution the main function of which is to 

be the external Auditor for the State. In addition, Section 7(1) of the 2018 Audit Act of Galmudug State of 

Somalia deals exclusively with the independence of the Auditor-General in the discharge of his 

responsibilities.  

4.2 Progress So Far 
Prior to this audit, OAG staff did not yet have the requisite experience to conduct a full financial statement 

without support. Baker Tilly, a private sector audit firm, had taken the lead and conducted the financial year 

audit over the last three years. OAG staff gradually took on more responsibilities during these audits and 

gained experience and knowledge in the audit field. It is with pride that GSS-OAG conducted and 

completed 2019 audit without the need for private sector audit support.  

4.3 Challenges  
The strategic plan of OAG has as one of its major objectives under professional competency, the 

requirement for trained and highly qualified audit staff. To meet this requirement, appropriate resources 

should be provided to meet the operational and training needs in specialised audit areas. The outbreak of 

COVID-19 has had a negative impact on all activities across the country. it has created a situation engulfed 

with a mix of several consequences such as; the lockdowns, social-distancing, closure of borders, disruptive 

changes to private businesses and fear which have affected households and economic activities. The 

COVID-19 pandemic has not only negatively impacted businesses, but has also considerably impeded the 

work of the OAG. In this 2020 financial year, a considerable number of our planned audit workshops and 

activities were delayed. 
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We believe that identifying issues and providing recommendations is only the first step. The 

real work begins when those responsible, take action to put our recommendations into practice. It is for 

this reason that a key part of our work is to follow up on recommendations made in past audits, in order 

to assess the progress made on our previously recommended actions. It is then for the Parliament, and 

other stakeholders, to help ensure that government is taking sufficient action to address audit issues 

identified. 

4.4 Appreciation 
The OAG takes this opportunity to acknowledge the dedication of our employees who, through their 

contributions, have enabled the OAG to continue maintaining its professionalism. 

Finally, a note of gratitude goes to the Parliament, Ministry of Finance and Civil Service Commission, who 

in one way or the other have contributed to the work of the OAG. It is with considerable pride that we 

present the Auditor-General’s Annual Report 2019. 
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5. Detailed Findings – FY 2019 Audit 
Further detail on all findings can be found at Annex 2 of this report. 

5.1 Cash and Bank Accounts opened and maintained outside of the TSA. 
During fiscal year of 2019, various ministries opened bank accounts (25 accounts identified) without the 

prior written authorization from the Ministry of Finance and operated these accounts outside of the TSA.  

While we identified that these accounts existed, we were unable to obtain evidence of the balances as at 31st 

December 2019 or the transactions that took place through Financial Year (FY) 2019. Neither the end of 

year balances or the transactions through the year are currently disclosed in the draft financial statements. 

Cash held in non-TSA bank accounts may be misappropriated, stolen or misused for personal purposes. 

Management of the state should ensure that all bank accounts which are currently outside of the 

TSA are closed in a timely manner if they consider them not necessary. If these accounts are 

required (e.g., as a condition from donors) they should be maintained under the TSA, and subject 

to normal state controls. 

Unauthorized changes of bank account signatories 

We noted that bank account signatories were changed without filling the change of signatory form. The 

FMIS and the bank register were also not updated with changes made. 

If the state needs any changes to signatories of GSS bank accounts, the change of signatory form 

must be completed and forwarded to the Minister for finance for approval. The FMIS and bank 

register should also be updated accordingly. 

Incomplete bank register 

In December each year, the Cash Management Unit of Ministry of Finance should conduct a review of the 

bank register and all government bank accounts to confirm bank names and account numbers of all bank 

accounts registered in the name of the GSS as indicated in 8.1 of instruction I of the Bank Account 

Procedure Manual. However, this annual review was not carried out. 

The bank register should be fully updated and should record all bank accounts of the state. 

5.2 Revenue 
During the review of revenue receipts, we noted the following weakness: 

 We noted some variances between amounts recorded on the receipts issued to tax payers, amounts 

recorded in the cash book, and the amounts banked. Also, GSS does not reconcile the revenue as 

recorded in the receipts, cash book and amounts banked as well as between the Revenue 

Management System (RMS) and Financial Management Information System (FMIS). As a result, 

the variances, such as those identified during the audit, go unidentified and uncorrected. All state 

revenue should be fully reconciled on a regular basis. Any variances between amounts in 
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receipt books, cashbooks and recorded in the bank should be fully 

investigated and corrective action taken. 

 For two regular revenue streams, no collections were recorded for some months of the year. No 

Turnover Tax was collected for the months of April, November and December 2019. No 

Passenger Fees were recorded between August and December 2019. It is possible that these were 

still being collected but monies were not deposited into the TSA or recorded in Bison. GSS should 

collect all available sources of revenue throughout the year. 

 We identified that the reference numbers of physical receipts are different from the reference 

number of the receipts generated from the RMS. As a result, it is difficult to match the two receipts. 

GSS should properly use the RMS receipts for revenue collection to track the reference 

numbers more easily. 

 Of the 11 revenue sources outlined in the Revenue Act 2018, only 3 were utilized during the 

financial year of 2019. The other 8 sources of revenue are not currently being collected. These 

include payroll tax, personnel tax, electricity generation tax and vehicle registration fees. GSS 

should utilize all available sources of revenue to expand their tax base and help ensure 

services can be delivered to citizens. 

 Revenue of USD 12,690 banked could not be traced to supporting receipts. The original receipts 

and supporting documents must be retained and filed in hard copy for the purpose of audit 

and management control. 

 We noted that tax receipts have spaces to be signed by officer preparing and a space for officer 

verifying the receipts; in some instances, we noted that the preparer and the verifier are the same 

officer. There should be proper segregation of duties in the revenue collections. 

 UNDP confirmed the amounts of money provided to GSS during FY 2019. However, the 

confirmation shows that UNDP provided a grant of USD 30,000 which has not been disclosed in 

the financial statements. In future, all grant receipts should be records in the FMIS and fully 

disclosed in the annual financial statements. 

 NGOs operating in GSS should be registered with the Ministry of Planning. However, only one 

NGO registered and paid the registration fees for FY 2019. All NGOs operating in GSS should 

register and obtain certification of NGOs registration issued by Ministry of Planning. All 

monies received should be banked in the TSA and recorded in the FMIS/financial 

statements. 
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5.3 Fraud 
A sum of USD 550,000 that was misappropriated during FY 2019. This total is made up two, separate, 

incidents.  

Fraud by the former Treasury Director 

USD 120,000 was stolen by the former Treasury Director. The amount was transferred from the TSA in 

Salaam bank to an individual account without any approval as shown by records examined at the Treasury 

Department. This was reported by management to the security officers and as reported, the Treasury 

Director (at the time) deserted his duties and fled the country. Management, despite reporting the fraud 

and informing the OAG during the opening meeting and throughout the audit, chose to report the 

misappropriated amounts as a non-financial asset expense (residential buildings) in the financial 

statements. This is a clear misrepresentation of the facts; the amounts should be disclosed as stolen so as 

to not to mislead the users of the financial statements. It was established that the fraud was executed 

through forgery of signatures, complete override of existing controls and the lack of management 

involvement in the approval of cheques. There is also currently no provision for different thresholds that 

should be approved by different levels of authorities. i.e. larger amounts should be approved by the DG. 

Fraud by Politicians 

USD 308,000 has been reported as non-financial asset expenses in the draft financial statements. It was 

established that the amounts were recorded through a journal in the FMIS and in the description, it was 

indicated that the amounts were paid to politicians as salaries and allowances. No evidence was provided 

to support the expense as either a non-financial asset or a payment to politicians. It is likely that a fraudulent 

transaction(s) has taken place. A further USD 122,000 was reported as payments to politicians in the draft 

financial statements. Through review of the bank statements, it was established that the amounts were 

distributed to four individuals. No evidence was availed to support that the amounts were actually paid to 

politicians as salaries or allowances. It also appears that the fraud was perpetuated through a change of the 

bank signatories by the Minister of Finance without following due process. 

GSS should recover the money into the TSA and key duties and responsibilities associated with 

the payment process should be segregated among different staff and departments. This should 

include limiting the responsibilities of treasury staff for authorizing, processing and recording 

payments.  

5.4 Payments 
During our review of payments made, we noted the issues shown below: 

 During our examination of payments made, we noted that payments totalling USD 1,472,624, (46% 

of total expenditure) were paid in cash as transfers to the local government, remuneration to 

politicians, security forces and regular food provision for security. Management of the State 

should impose upper limits for the use of cash payment and then pay directly into 

supplier/staff bank accounts wherever possible. 
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 We noted payments totalled USD 730,145 (23% of total expenditure) were 

inadequately supported. In addition, payments of USD 928,610 (29%) lacked any supporting 

documents at all. GSS should adhere to the financial controls in place in order that proper 

financial records are prepared and maintained to support all the payments incurred. No 

payments should be actioned without full supporting documents being provided. 

 We noted that expenses amounting to USD 445,911 (14% of total expenditure) were misclassified 

and recorded in incorrect accounts. We recommend that GSS should properly record and 

classify payments to the appropriate accounts in future. 

 From our testing of a sample of payments made, we noted that the Treasury Department are 

completing the fund allocation process, without the involvement of the Budget Department, as 

well as actioning the actual payments. GSS should ensure that a fund allocation form is 

processed correctly by the Budget Department before any payments are actioned. 

5.5 Procurement 
Under the review of procurement, we noted the following weakness; 

 Instances where the Procurement Manual is not applied. These instances included procurements 

for regular food provision and office equipment for the External Assistance Fiduciary Section 

(EAFS). We recommend that GSS ensure that all goods, works, consultant and non-

consultant services be procured using the procurement methods stipulated in the 

Procurement Manual. 

 We identified that GSS had not prepared an annual procurement plan. GSS should prepare an 

Annual Procurement Plan for all goods, works, consultant and non-consultant services 

needed to implement the required projects. 

 During the review, we noted that procurement documents that the state provided for audit were 

not original versions; all were photocopies. GSS should file and retain all original procurement 

documents and supporting documents for management control and audit purposes. 

5.6 Non-current assets 
We found the following deficiencies in the management of state assets: 

 The asset management system only includes computers provided by the PREMIS project. The 

system did not have records of any other assets owned by the state. We recommend that all state 

assets are recorded in the asset Management system as per the PFM Act 2017. 

 Physical inventory count is not performed across all entities at minimum, annually. We 

recommend that GSS should perform a physical verification of all assets held, across all 

entities, at minimum, on an annual basis. 

 Assets are not tagged. All GSS assets should be appropriately tagged and given a unique 

identifying number. 
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 During discussions with MOF management, it was reported that some civil servants 

who have since moved jobs are yet to return their state laptops. Given that the asset register is not 

complete it is not possible to quantify this loss. We recommend that all state entities should 

ensure that employees who leave the job for any reason or are transferred to another 

position should return all state assets. 

5.7 Recruitment 
In our review of CSC files, we identified the following issues: 

 During our audit we noted that about 345 teachers, funded by international NGOs, were not 

competitively recruited under procedures as set down in the section 22 of the CSC Act 2017. We 

recommend that employees in donor funded positions should be recruited through the 

standard CSC recruitment process. 

 We identified one instance where a fake signature was used to record the results of an interview 

panel. This instance related to an OAG recruitment and the signature forged was that of a senior 

OAG officer. The CSC should investigate this incident and all participants in interview 

panels should be invited to provide original signatures. 

5.8 Budget 
It is important that the preparation of the annual budget follows an orderly process with participation by 

all those who are affected. During our review, we noted that MOF did not prepare a budget framework 

paper for the FY 2019 budget. We recommend that GSS should prepare all budget documents and 

adhere to the budget procedures as per the PFM Act 2017 in the future. 

We noted instances where some line ministries did not submit expenditure estimates and project proposals 

to the Budget Department at MOF. All line ministries should submit their expenditure plan and 

proposals to the Budget Department within the agreed timelines. 

5.9 Internal Audit 
Internal audit reports are produced and submitted to senior management. However, there is no process to 

follow up whether recommendations have been implemented or not. Management should regularly 

follow up internal audit reports to ensure recommendations are implemented as intended. 

We noted that internal audit did not consider the fraud case which happened in FY 2019. We 

recommend that GSS Internal auditors should review any fraud cases that take place. Any report 

should then make immediate recommendations to correct any underlying weaknesses in the 

internal control system. 

6.0 Follow Up of FY 2018 Audit Recommendations 
During the audit, we followed up all audit recommendations made in previous years and noted that out of 

13 recommendations provided by OAG only one recommendation was implemented. A formal system 
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should be put in place to ensure that there is a proper plan to ensure that these 

recommendations are implemented as planned and that progress is monitored by Senior 

Management at MOF. 
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Annex 1 – Galmudug State of Somalia (GSS) Audited 

Consolidated Financial Statements for the Period Ended 31 December 

2019 and the accompanying auditor’s report 
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Statement of Certification - 2019 Financial Statements 

The 2019 financial statements, together with the accompanying notes, have been prepared in 

accordance with the International Public Sector Accounting Standard, Financial Reporting under 

the Cash Basis of Accounting (2017). 

 

In the opinion of the Ministry of Finance and Economic Development, the financial statements of 

the Galmudug State of Somalia (GSS) as submitted for Audit in accordance with Section 30 of the 

Public Finance Management Act 2018 are materially accurate and provide a true and fair view of 

the GSS’s financial position for the year ended 31 December 2019. 

 

 

 

 

For and on behalf of the Galmudug State of Somalia 

 

 

 

 

 

 

 

  

 

 

26/04/2020 

 

Minister for Finance & Economic Development Date: 
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2018

Difference 

Original Final Controlled Between Controlled

Estimate Estimate By Final Budget By 

Appropriation Appropriation TSA & Actual TSA

A B C C-B

Notes USD USD USD USD USD

Receipts / Inflows

      Taxes

         Taxes on goods and services 1,922,775    1,922,775    1,225,473   (697,302)      630,166      

         Taxes on international trade and transactions 118,000      118,000      (118,000)      

      Taxes 15 2,040,775  2,040,775  1,225,473 (815,302)    630,166    

      Grants

         From international organizations 2,338,402    2,338,402    1,240,605   (1,099,853)   355,964      

         From other general government units 3,305,170    3,305,170    868,370      (2,436,800)   962,500      

      Grants 16 5,643,572  5,643,572  2,108,975 (3,536,653) 1,318,464 

      Other Revenue

         Property income

         Sale of goods and services -                -                12,190        12,190         -                

      Other Revenue 17 -                -                12,190      12,190       -                

Receipts / Inflows 7,684,347  7,684,347  3,346,638 (4,339,765) 1,948,629 

Payments / Outflows

      Compensation of Employees

         Wages and Salaries 5,172,824    5,172,824    2,496,425   (2,676,399)   1,610,508   

      Compensation of Employees 18 5,172,824  5,172,824  2,496,425 (2,676,399) 1,610,508 

2019

Galmudug State of Somalia

Consolidated Fund Statement of comparison of Budget and Actual Amounts

For the Year Ended 31 December 2019

Appropriation Budget on Cash Basis

(Classification of Payments By Economic Class)
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Note 1 Summary of Significant Accounting Policies 

1.1 Basis of Preparation 

The Galmudug State of Somalia (GSS) consolidated financial statements have been prepared in 

accordance with the Public Financial Management Act 2018 and the International Public Sector 

Accounting Standard (IPSAS) - Financial Reporting under the Cash Basis of Accounting (2017).   

 

The notes to the financial statements form an integral part to understanding the statements and 

must be read in conjunction with the statements. The accounting policies have been applied 

consistently throughout the period. 

 

1.2 Reporting Entity 

The Financial statements are for the Galmudug State of Somalia (GSS) and covers the period 1 

January – 31 December 2019. The financial statements encompass the reporting entities as 

specified in the GSS Appropriation Act No. 1 of 2019 and are comprised of: 

 

1 Ministry of Interior & Local Government 

2 Ministry of Justice & Judiciary 

3 Ministry of Finance & Economic Development 

4 Ministry of Internal Security 

5 Ministry of Planning & International Cooperation 

6 Ministry of Endowment & Religious Affairs 

7 Ministry of Fisheries & Marine Resources 

8 Ministry of Public Works & Rebuilding 

9 Ministry of Commerce & Industry 

10 Ministry of Information & Culture 

11 Ministry of Aviation & Transport 

12 Ministry of Education 

13 Ministry of Post & Communication 

14 Ministry of Livestock & Agriculture 

15 Ministry of Environment & Forestry 

16 Ministry of Health 
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Abbreviations 

Acronym Full Description 

CPO  Commitment Payment Order  

CSC  Civil Service Commission  

DG  Director General  

FMIS  Financial Management Information System  

FY  Financial Year  

GSS  Galmudug State of Somalia  

ID  Identity  

ICT   Information Computer Technology  

IPSAS  International Public Sector Accounting Standards 

ISSAI International Standards of Supreme Audit Institutions 

IT Information Technology 

MOF  Ministry of Finance  

NGO  Non-governmental Organisation  

OAG Office of the Auditor General 

PFM  Public Financial Management  

PREMIS Public Resource Management in Somalia 

RMS Revenue Management System 

TSA  Treasury Single Account  

TD Treasury Director 

UNDP United Nations Development Program  

USD United States Dollar 
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2. Cash and Bank 

Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

Bank accounts opened and maintained outside of the TSA 

2.1 Section 29(2) of the PFM Act 2017 
states that no GSS bank account shall 
be opened without the prior written 
authorization of the Minister. 
 
However, during 2019 various ministries 
opened bank accounts (25 accounts 
identified) without the prior written 
authorization from the Ministry of 
Finance and operated these accounts 
outside of the TSA. See Appendix 1. 
 
While we identified that these accounts 
existed, we were unable to obtain 
evidence of the balances as at 31st 
December 2019 or the transactions that 
took place through FY 2019. Neither the 
end of year balances or the transactions 
through the year are currently disclosed 
in the draft financial statements. 

Cash held in non-TSA 
bank accounts may be 
misappropriated, stolen or 
misused for personal 
purposes.  
 
Financial transactions 
through these accounts are 
not subject to normal 
control procedures and 
may be incorrectly 
excluded from the annual 
financial statements. 

High Management of the state should 
ensure that all bank accounts 
which are currently outside of the 
TSA are closed in a timely manner 
if they consider them not 
necessary. If these accounts are 
required (e.g. as a condition from 
donors) they should be maintained 
under the TSA, and subject to 
normal state controls. 

All of these cash balances, and all 
receipts and payments through 
these accounts, should be 
correctly, and fully, disclosed in the 
annual financial statements. 

 
Agree: 
Donor funds operated off 
budget and line ministries that 
are operating bank accounts 
opened without the permission 
of the Minister of Finance 
continues to be a challenge. 
However, in bid to address this 
challenge MOF has carried out 
an extensive mobilization 
awareness campaign to 
educate all MDAs, donors and 
other partners on the 
importance of the use of the 
TSA and explaining the 
procedures of opening and 
operating bank accounts in 
accordance with section 29 of 
the PFM Act and regulation 
#5. This year alone (2020) the 
Minister for Finance has 
ordered for the closure of up to 
40 bank accounts that were 
operated unprocedural.  
 
 
 
 
Responsible Officer: 
Treasury Director  
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Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

 
Implementation Date: 
Medium  
 

Unauthorised changes bank account signatories 

2.2 Section 5.3 of Instruction I on changes 
to bank account signatories requires the 
change of signatory form to be filled and 
forwarded to the Minister (of Finance) 
for approval when changes are made to 
the GSS bank accounts signatories. It 
also requires the FMIS and bank 
register to be updated accordingly.  

During the audit, we noted that bank 
account signatories were changed 
without filling the change of signatory 
form. The FMIS and the bank register 
were also not updated with changes 
made. 

Non-compliance with the 
PFM act and associated 
Regulations. 
 
Bank signatories could be 
changed for purposes of 
misusing public funds. 

High If the state needs any changes to 
signatories of GSS bank accounts, 
the change of signatory form must 
be completed and forwarded to the 
Minister for approval. The FMIS 
and bank register should also be 
updated accordingly. 

 

 
Disagree  
Where changes to bank 
accounts were required, the 
change of signatory form has 
always been filled. Attached 
find sample of the latest 
changes to the bank signatory 
request. 
 
 
Responsible Officer: 
Treasury Director 
 
 
 
Implementation Date: 
Immediate  
 
 
Auditor Comment: 
 

In our review of payment on 
USD 122,000 was reported as 
payments to politicians in the 
draft financial statements. The 
amounts were distributed to 
four individuals without using 
the system as shown in 
Appendix 4. 
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Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

It appears that the fraud was 
perpetuated through a change 
of the bank signatories by the 
management without following 
due process. 

Incomplete bank register 

2.3 The Bank Account Procedure Manual 
states that the bank register should be 
managed by the Cash Management 
team to record all details of GSS bank 
accounts. During our review, GSS could 
not provide a fully updated bank register 
including all state bank accounts. 

In December each year, the Cash 
Management Unit should conduct a 
review of the bank register and all 
government bank accounts to confirm 
bank names and account numbers of all 
bank accounts registered in the name of 
the GSS as indicated 8.1 of instruction I 
of the Bank Account Procedure Manual. 
However, this annual review was not 
carried out. 

An incomplete bank 
register will not capture all 
the bank accounts 
operated outside of the 
TSA. 

As a result, the annual 
financial statements may 
be misstated. 

High The bank register should be fully 
updated and should record all 
bank accounts of the state. 

In December each year, the Cash 
Management Unit should conduct 
a review of the bank register and 
all government bank accounts to 
confirm bank names and account 
numbers of all bank accounts 
registered in the name of GSS. 
This should include a formal 
request to all banks to provide 
details of all GSS bank accounts in 
operation. 

Disagree  
Bank register is maintained 
and updated by the cash 
management unit of treasury 
department. The bank register 
is updated every December as 
part of year end procedures. 
Attached please find sample 
bank register. 
 
 
 
 
Responsible Officer: Cash 
Management Officer  
 
 
 
Implementation Date: 
Immediate  
 
Auditor Comment: 
Bank register did not capture 
all the bank accounts reported 
in appendix 1. 

While we identified that these 
accounts existed, we were 
unable to obtain evidence of 
the balances as at 31st 
December 2019 or the 
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Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

transactions that took place 
through FY 2019. Neither the 
end of year balances or the 
transactions through the year 
are currently disclosed in the 
draft financial statements. 
 

Bank reconciliations are done monthly instead of weekly 

2.4 Article 3.1 of regulation 5 of the PFM 
Act requires that the TSA and any other 
bank accounts of the GSS are to be 
reconciled preferably daily or at a 
minimum weekly within 2 days after end 
of the week by the Treasury Department 

Our review of bank reconciliations noted 
they are actually only done monthly. We 
also noted Instances where the 
designated senior officers did not sign 
the reconciliation as prepared and 
reviewed. 

Errors are not identified 
early and corrective action 
is not taken at the earliest 
possible time. 

 

Medium All bank accounts of GSS are to 
be reconciled preferably daily or at 
a minimum weekly within 2 days 
after end of the week by the 
Treasury Department using the 
financial Management information 
system (FMIS). 

Each reconciliation must be 
checked and approved by one of 
the authorized signatories of the 
bank account or designated senior 
officer. 

Agree:  
Where regulation #5 states 
bank reconciliation for all bank 
accounts should be done daily 
or weekly at minimum, the 
external auditors in the 
management letter of 2018 
have recommended daily or 
weekly bank reconciliation is 
cumbersome and will not add 
value, they have 
recommended bank 
reconciliation to be done 
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Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

 Bank reconciliations and 
supporting documents must be 
retained for management control 
and audit purposes, filed both in 
soft copy and hard copy format. 

monthly stead .MOF complied 
with out requirement. Please 
refer to external auditors’ 
recommendation of the 2018 
ML. 
 
 
 
 
Responsible Officer: 
Treasury Officer, Accounting 
and Reporting  
 
 
 
Implementation Date:  
 
Auditor Comment: It is for MoF 
to decide on the timing of bank 
reconciliations. If it is the 
intention of MoF to only 
perform monthly 
reconciliations the PFM 
regulations should be 
amended to reflect this. 
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3. Revenue 

Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

Weakness in revenue controls 

3.1 From a sample of transactions 
tested, we noted some 
variances between amounts 
recorded on the receipts issued 
to tax payers, amounts recorded 
in the cash book, and the 
amounts banked. See Appendix 
2 for details. 

GSS does not reconcile the 
revenue as recorded in the 
receipts, cash book and 
amounts banked as well as 
between the RMS and FMIS 
systems. As a result, the 
variances, such as those 
identified during the audit, go 
unidentified and uncorrected. 

 

 

Inconsistencies over revenue 
collections could lead to 
misappropriation of tax payer 
money and inaccurate financial 
reporting. 

Non-reconciliation of revenue 
could lead to significant errors, 
going undetected and 
uncorrected. 

 

 

High All state revenue should be 
fully reconciled on a regular 
basis. Any variances between 
amounts in receipt books, 
cashbooks and recorded in 
the bank should be fully 
investigated and corrective 
action taken. 

 

  

 

Agreed: 
GSS MOF has since 
developed monthly revenue 
reconciliation template to track 
difference of revenue recording 
in the FMIS, RMS and bank 
account. See attached 
template. 
 
 
 
 
 
Responsible Officer: 
Revenue Officer 
 
 
 
Implementation Date: 
Immediate 
 

Instances where monthly collections for turnover and passenger fees were not collected. 

3.2 For two regular revenue 
streams no collections were 
recorded for some months of 
the year.  

No Turnover Tax was collected 
for the months of April, 
November and December 2019. 

There is an opportunity GSS lost 
to maximize the state tax 
collections due to lack of 
utilization of collection for 
revenue from all available 
sources throughout the financial 
year. 

High GSS should ensure to collect 
all available sources of 
revenue throughout the year 

Agreed:  
2019 has been very tough year 
for GSS and there has been 
reduction in revenue collection 
due to political instability. 
November and December were 
very unstable period political 
wise in GSS thus revenue 
collection was nearly 
impossible. This has since 
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Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

No Passenger Fees were 
recorded between August and 
December 2019. 

It is possible that these receipts 
were still being collected but 
were not deposited into the TSA 
or recorded on Bisan. 

 

 

The financial statements may be 
misstated. 

been restored after the 
promulgation of the GSS new 
administration. Collection of 
turnover tax and passenger 
fees has been re-instated. 
 
 
 
Responsible Officer:  
Head of Inland revenue  
 
 
 
Implementation Date: 
Medium  
 

Different receipt numbers between manual receipts and system registration 

3.3 Reference numbers of physical 
receipts are different from the 
reference number of the 
receipts generated from the 
Revenue Management System 
(RMS). As a result, it is difficult 
to match the two receipts. 

It is difficult to track the physical 
receipts to the RMS receipts. 

Medium  GSS should properly be use 
the RMS receipts for revenue 
collection to track the 
reference numbers more 
easily.  The RMS receipt 
numbers should be added to 
any manual receipts issued. 

Agreed 
The manual receipt number 
and RMS are usually different 
and synchronized, the reason 
is manual receipt was intended 
to be used as interim measures 
until RMS is decentralized to all 
revenue collection centres. 
Plans are in place to fully 
implement system generate 
receipts in the medium and 
long term 
 
 
Responsible Officer: Head of 
Inland revenue  
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Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

Implementation Date: 
Immediate 
 

Lack of utilization of all potential sources of GSS revenue 

3.4 Of the 11 revenue sources 
outlined in the Revenue Act 
2018. only 3 were utilized in the 
financial year of 2019. The other 
8 sources of revenue are not 
currently being collected. These 
include payroll tax based on the 
payroll on the business, 
personnel tax, electricity 
generation tax and vehicle 
registration fees. 

There is an opportunity lost for 
maximization of tax collection 
due to failure to collect revenue 
from all available sources 
throughout the financial year 

High GSS should utilize all 
available sources of revenue 
to expand their tax base. 

Agreed 
2019 has been very tough year 
for GSS and there has been 
reduction in revenue collection 
due to political instability. Nov 
and December were very 
unstable period political wise in 
GSS thus revenue collection 
was nearly impossible. 
 
 
 
Responsible Officer:  
Head of Inland Revenue 
 
 
 
Implementation Date: 
Medium term  
 

Missing receipts 

3.5 Revenue of USD 12,690 banked 
could not be traced to 
supporting receipts. See 
Appendix 3 for detailed 
breakdown. 

 

It is difficult to check the 
accuracy and classification of 
this revenue as presented in the 
financial statements.  

 

Low The original receipts and 
supporting documents must 
be retained and filed in hard 
copy for the purpose of audit 
and management control. 

 

Agreed  
These was as a resulted of 
different receipt from different 
source of revenue combined 
into our receipt voucher. Plans 
have been put in place to 
clearly segregate receipts from 
different sources and trace 
every receipt to the original 
record at source. 
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Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

Responsible Officer: Head of 
Inland Revenue  
 
 
Implementation Date: 
Medium term  
 

Lack of segregation of duties 

3.6 Proper financial controls over 
revenue collections are 
important to ensure strong 
financial management practices. 
Segregation of duties should be 
in place at key points in the 
process. These include initiation 
and authorization of collections, 
reviewing and verifying receipts, 
banking cash collections, 
recording transactions into RMS 
and FMIS, reconciliations, and 
maintaining custody of receipt 
books. These strong controls 
mitigate the risk of revenue loss 
to the state through theft or 
error. 

However, we noted that tax 
receipts have spaces to be 
signed by officer preparing and 
a space for officer verifying the 
receipts; in some instances, we 
noted that the preparer and the 
verifier are the same officer. 

 

Inadequate segregation of duties 
in revenue over recording 
transactions into RMS and FMIS, 
and reconciliations increases 
that errors, whether due to fraud 
or error, go undetected. 

 

High There should be proper 
segregation of duties in the 
revenue collections, this could 
be achieved by: 

- tax collectors using 
serialized receipt 
vouchers for collecting 
revenues; 

- deposit the money in the 
bank; 

- submit the copies of the 
receipt and the bank 
deposit slip to the 
Revenue Department; 

- one of Revenue 
Department officers 
should prepare daily 
reconciliations for the 
receipts issued and the 
money deposited to the 
bank as well as 
reconciliation for RMS 
and FMIS; 

- another officer in 
Revenue Department 
should review, 

- the General Director or 
Revenue Director should 

Agreed: 
Tax receipt has space for both 
preparer and reviewer which is 
signed by different people. 
However, oversight on single 
stance might have occurred 
where receipt was signed by 
the same person in both 
spaces. This will be addressed 
fully as immediate action. 
 
 
Responsible Officer:  
 
 
Implementation Date:  
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Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

approve the reconciliation 
after checking it. 

Grant (UNDP) received but not disclosed in the draft financial statements 

3.7 UNDP confirmed the amounts of 
money provided to GSS during 
FY 2019. However, the 
confirmation shows that UNDP 
provided a grant of USD 30,000 
which has not been disclosed in 
the draft financial statements. 

 

Lack of presentation over donor 
funds in the financial statements 
could lead to the understatement 
of receipts and corresponding 
expenditure. 

 

High The UNDP grants received by 
GSS should be recorded in 
the FMIS.  

The financial statements 
should be amended to include 
full disclosure of all donor 
funds received and 
corresponding expenditure. 

Agreed  
However, UNDP has not 
provided on budget support in 
2019. The support was 
provided off budget (third party 
contribution) that is why it was 
not declared in the face of the 
financial statement.  
 
 
 
 
 
 
Responsible Officer: TD 
 
Head of Inland Revenue  
 
Implementation Date: 
Immediate 
 

Under registration of NGOs 

3.8 As per Section 21(45) of the 
Revenue Act 2018, NGOs 
operating in GSS should be 
registered with the Ministry of 
Planning. However, only one 
NGO registered and paid the 
registration fees for FY 2019. 
The number of NGOs actually 
operating in GSS is far higher 
than this. 

Non-compliance with the 
Revenue Act. GSS is missing out 
on significant amounts of 
potential revenue. 

High All NGOs operating in GSS 
should register and obtain 
certification of NGOs 
registration issued by Ministry 
of Planning. All monies 
received should be banked in 
the TSA and recorded in the 
FMIS/financial statements. 

Agreed: 
The ministry of planning is 
leading efforts to ensure all 
NGOs operating within 
Galmudug are duly registered 
with authority and pay 
registration fees. 
 
 
 
Responsible Officer:  
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Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

Revenue Officer in charge of 
NGO coordination  
 
 
 
Implementation Date: 
Immediate  
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4. Payments 

Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

Misappropriation of state funds 

4.1 GSS management are responsible 
for detection and prevention of fraud, 
misappropriation and other 
irregularities involving state funds. 
During our review of payments 
made, we noted a sum of USD 
550,000 that was misappropriated 
during FY 2019. This total is made 
up two, separate, incidents. 

Fraud by the former Treasury 
Director 

Amounts of USD 120,000 were 
stolen by the former Treasury 
Director. The amount was 
transferred from the TSA in Salaam 
bank to an individual account without 
any approval as shown by records 
examined at the Treasury 
Department. This was reported by 
management to the security officers 
and as reported, the Treasury 
Director (at the time) deserted his 
duties and fled the country. 

Management, despite reporting the 
fraud and informing the OAG during 
the opening meeting and throughout 
the audit, chose to report the 
misappropriated amounts as a non-
financial asset expense (residential 
buildings) in the draft financial 
statements. This is a clear 

Valuable state resources are 
wasted and stolen through 
fraudulent schemes. 

The financial statements are 
misstated 

   High -GSS should recover the 
money into the TSA. 

- To prevent the risk of fraud 
and other improper payments, 
key duties and responsibilities 
associated with the payment 
process should be divided or 
segregated among different 
staff and departments. This 
should include limiting the 
responsibilities of treasury staff 
for authorizing, processing and 
recording payments. 

-GSS should fully disclose 
these frauds in the financial 
statements so that users fully 
understand the scale and 
nature of the incidents. This 
should involve both a 
reclassification of the amounts 
concerned and a full narrative 
disclosure of the 
circumstances surrounding 
these frauds. 

Agreed  

MOF GSS has put necessary 
control measures to prevent, 
detect and fraud and any other 
form fund misappropriation. 
However, presence of control 
systems does not translate to 
non-occurrence of fraud at all 
times. In that unfortunate incident 
in 2019 MOF took necessary 
steps to deal with case as below; 

Reported the theft case to the 
police and suspect was put in 
police custody  

Liaised with bank and 
immediately effected change of 
bank signatories  

Strengthened cheque clearance 
procedures  

Summary dismissal to the officer 
who was involved  

Informed the office of the OAG  
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Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

misrepresentation of the facts; the 
amounts should be reported as 
stolen so as to not to mislead the 
users of the financial statements. 

It was established that the fraud was 
executed through forgery of 
signatures, complete override of 
existing controls and the lack of 
management involvement in the 
approval of cheques. 

There is also currently no provision 
for different thresholds that should be 
approved by different levels of 
authorities. i.e. larger amounts 
should be approved by the DG. 

Fraud by politicians 

USD 308,000 have been reported as 
non-financial asset expenses in the 
draft financial statements. It was 
established that the amounts were 
recorded through a journal in the 
Bisan system and in the description, 
it was indicated that the amounts 
were paid to politicians as salaries 
and allowances. No evidence was 
provided to support the expense as 
either a non-financial asset or a 
payment to politicians. It is likely that 
a fraudulent transaction(s) has taken 
place. 

A further USD 122,000 was reported 
as payments to politicians in the draft 

Responsible officer: DG /TD  

Implementation Date: Medium  

 

Auditor Comment:  

While it is true that MOF openly 
reported the matters to the OAG, 
steps should be taken to recover 
the money involved. The 
financial statements have not 
been amended. 
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Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

financial statements. Through review 
of the bank statements, it was 
established that the amounts were 
distributed to four individuals as 
shown in Appendix 4. No evidence 
was availed to support that the 
amounts were actually paid to 
politicians as salaries or allowances. 

It also appears that the fraud was 
perpetuated through a change of the 
bank signatories by the Minister of 
Finance without following due 
process. 

Excessive use of cash payments 

4.2 A critical measure in achieving an 
accurate set of financial records is 
reducing the dependence on use of 
cash payments. Cash payments are 
associated to a much higher degree 
of risk and error compared to other 
types of payments. These risks 
include fraudulent activities and the 
potential for individuals to 
misappropriate funds. 5.2 of 
Regulation 4 of the PFM Act states it 
is the policy of the GSS that all 
payments are to be made 
electronically into the bank account 
of the vendor. This applies to 
payments for all goods and services, 
including salaries and allowances, 
and stipends. 

During our examination of payments 
made, we noted that USD 1,472,624, 

The reliance on cash 
payments increases the risk 
that state funds are 
misappropriated, stolen or 
misused for personal 
purposes. 

High Management of the State 
should impose upper limits for 
the use of cash payment and 
the pay directly into 
supplier/staff bank accounts 
wherever possible. 

 
Agreed  
MOF will strive to continuously 
improve the quality of supporting 
documents to all payments  
 
 
 
Responsible Officer: Treasury 
Director, Procurement Director  
 
 
 
Implementation Date: Medium  
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Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

(46% of the total expenditure 
reported) were paid in cash as 
transfers to the local government, 
remuneration to politicians, security 
forces and regular food provision for 
security. Full details are provided in 
Appendix 5. 

Inadequately/unsupported payments 

4.3 A critical measure in achieving an 
accurate set of financial records is to 
ensure that all payments are 
adequately supported and all 
supporting documents such as bank 
transfer letter, invoices, boarding 
pass, contracts and delivery notes 
are attached. 

We noted payments totalled USD 
730,145 (23% of total expenditure) 
were inadequately supported as 
shown at Appendix 6. In addition, 
payments of USD 928,610 (29%) 
lacked any supporting documents at 
all, as detailed in Appendix 7. 

It is difficult to verify the 
accuracy and classification of 
payments as disclosed in the 
financial statements. 

It is also difficult to verify that 
paid for goods and services 
have actually been received 
and that all payment controls 
have been properly 
implemented. 

High GSS should adhere to the 
financial controls in place in 
order that proper financial 
records are prepared and 
maintained to support all the 
payments incurred. 

No payments should be 
actioned without full supporting 
documents being provided. 

Agreed  
MOF will strive to continuously 
improve the quality of supporting 
documents to all payments  
 
 
 
Responsible Officer:  
Treasury Director  
Procurement Director  
 
 
Implementation Date: Medium 
term  
 

Misclassification of payments 

4.4 A critical financial control is to ensure 
that all payments are recorded 
accurately and classified correctly. 
During our audit, we noted that 
expenses amounting to USD 
445,911 (14% of total expenditure) 
were misclassified and recorded in 
incorrect accounts as detailed in 
Appendix 8. 

Misclassification of payment 
accounts can lead to 
inaccurate financial reporting. 

High We recommend that GSS 
should properly record and 
classify the payments to the 
appropriate accounts and 
should also correct the draft 
financial statements so that 
these transactions are 
disclosed correctly. 

Disagree 

GSS COA is complied with 

GFSM2014, Cost are classified 

into the right account. Error 

review that was agreed out Dec 

2019 indicated reduction of 

errors in transaction recording by 
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Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

above 70% and identified only 7 

items of mis-recording. 

Responsible Officer: Treasury 
Director and EAFs Head 
 

  
Implementation Date: 28/12/2020 
 
Auditor Comment:  
The amounts reported in 
Appendix 8 are incorrectly 
classified in the financial 
statements. 

Lack of segregation of duties in payment process 

4.5 Adequate segregation of duties over 
the payment process should be 
place. This would include, for 
example, initiation and authorization 
of payment, recording payment 
transactions, reviewing and verifying 
payments. These proper controls can 
minimize the risk of loss of fund to 
the state through theft or error. 

The first stage of the budget 
execution process begins with the 
release of appropriations (fund 
allocation process). The funds 
allocation should be issued by the 
Budget Department. From our testing 
of a sample of payments made, we 
noted that the Treasury Department 
are completing the fund allocation 
process, without the involvement of 

Weaknesses in segregation of 
duties can result erroneous or 
fraudulent payments as well 
as payments made for goods 
or services that were not 
actually received. 

High GSS should ensure that a fund 
allocation form is processed 
correctly by the Budget 
Department before any 
payments are actioned. 

 
Agreed: 
This has since been corrected 
and fund allocation is now strictly 
done by budget department  
 
Responsible Officer: Budget 
Director 
 
Implementation Date: 
Immediate  
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Ref Finding Risk Priority Recommendation 
Management Response & 

Proposed Action 

the Budget Department, as well as 
actioning the actual payments. 

 

 

 

 

 

 

 

 

 

 

5. Procurement 

Ref Findings Risk Priority Recommendation 
Management Response & 

Proposed Action 

Non-compliance with competitive procurement guidelines 

5.1 3.5.1 of Regulation 8 of the PFM 
Act states that no procurement 
shall proceed unless it has been 
procured in accordance with the 
agreed provisions as detailed in 

Non-compliance with 
procurement regulations. 

High We recommend that GSS 
ensure that all goods, works, 
consultant and non-consultant 
services be procured using the 
procurement methods 

 
Agreed: 
Instance where requirement as 
per the procurement manual will 
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Ref Findings Risk Priority Recommendation 
Management Response & 

Proposed Action 

the Procurement Procedures 
Manual, and where applicable, the 
approved Procurement Plans.  

Under the review of procurement, 
we noted instances where the 
Procurement Manual is not 
applied. These instances included 
procurements for regular food 
provision and office equipment for 
the External Assistance Fiduciary 
Section (EAFS). see Appendix 9. 

It can also lead to fraud and theft 
and poor value for money in 
state procurements. 

stipulated in the Procurement 
Manual. 

 

be corrected and addressed as 
immediate action plan. 
 
 
Responsible Officer: 
Procurement Director 
 
 
 
Implementation Date: 
Immediate  
 

Lack of annual procurement plan 

5.2 As per 3.1.1 of Regulation 8 of the 
PFM Act, GSS shall prepare 
periodic procurement plans for 
acquiring goods, works, 
consultant, and non-consultant 
services. However, during the 
audit, we identified that GSS had 
not prepared an annual 
procurement plan. 

Lack of a procurement plan 
makes it more difficult to plan 
various procurements over time. 

Inadequate procurement 
planning might mean that 
required goods and services are 
not procured on a timely basis or 
to the required specification. 

Medium GSS should prepare an Annual 
Procurement Plan for all 
goods, works, consultant and 
non-consultant services 
needed to implement the 
required projects. 

This plan should link directly to 
the annual budget setting 
process. 

 
Agreed: 
Procurement plan will be 
prepared and implemented in 
2020 FY  
 
Responsible Officer: 
Procurement Director  
 
Implementation Date:  
Medium  
 
 

Lack of procurement committee 

5.3 2.1.1 of the Regulation 8 of PFM 
Act states that a Procurement 
Committee shall be formed within 
the GSS and shall review the 
procurement procedures, 
documents, bid evaluations, 
award recommendations, and 
contracts to ensure that the 
procurement process is carried 

Non-compliance with regulations.  

Inadequate scrutiny and control 
over state procurements. 

High GSS should establish a 
Procurement Committee to 
review the procurement 
procedures, documents, bid 
evaluations, award 
recommendations. 

 
Agreed: 
Procurement committee will be 
appointed for all major 
procurement and operationalize 
FY 2020  
 
Responsible Officer: Minister 
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Ref Findings Risk Priority Recommendation 
Management Response & 

Proposed Action 

out in accordance with the agreed 
procedures. During the audit, we 
noted that GSS have not formed 
such a committee. 

Implementation Date: Medium  
 
 

Lack of original procurement documents 

5.4 As part of the procurement 
records, GSS shall retain all 
documentation with respect to 
each contract which should 
include, but not limited to, the 
signed original of the contract, the 
analysis of the respective 
proposals, recommendations for 
award, the record of [FMS] 
approvals, and the record of any 
bidder challenge or dispute as 
stated in 2.2.1 of the Regulation 8 
of the PFM Act. 

However, during the review we 
noted that procurement 
documents that the state provided 
for audit were not original 
versions; all were photocopies. 

Lack of original procurement 
documents make it more difficult 
to check the authenticity of the 
documents and the procurement 
process undertaken. 

Medium GSS should file and retain all 
original procurement 
documents and supporting 
documents for management 
control and audit purposes. 

 

Agreed: 
What was provided were not 
photocopies but soft copies 
(signed electronically) or 
scanned documents. GSS 
procurement department will file 
all physical documents going 
forward. 
 
Responsible Officer: 
Procurement Director  
 
Implementation Date: 
Immediate  
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6. Non-current Assets 

Ref Findings Risk Priority Recommendation Management Responses 
&Proposed Actions 

Assets are not recorded in the asset management system 

6.1 As per 1.4 of Regulation 9 of the 
PFM Act, all assets must be 
recorded in the centralized 
Capital Asset Register. During 
our review of assets, we found 
that the asset management 
system only includes computers 
provided by the PREMIS project. 
The system did not have records 
of any other assets owned by the 
state. 

 

Deficiencies in the GSS asset 
register make it impossible to 
physically verify all assets held 
and increase the risk of misuse 
or theft. 

High We recommend that all state assets are 
recorded in the asset Management 
system as per PFM Act. 

 

Agreed: 
MOF office furniture and 
equipment are recorded in 
the asset management 
system. 
 
 
Responsible Officer: 
Procurement Director and 
Treasury Director  
 
 
Implementation Date: 
immediate  
 
Auditor Comment: Many 
state assets are not 
currently recorded on the 
asset management system. 
 

Improvement of the asset management system 

6.2 3.3 of Regulation 9 of the PFM 
Act states that the Ministry of 
Finance shall maintain a 
centralized Capital Asset Register 
for the whole of government, to 
be administered by the Director 
General of the Ministry of 
Finance. 

5.3.1 of regulation 9 of the PFM 
Act states that in order to 
maintain accurate asset records, 
a physical inventory count will be 
performed across all entities at 

--Lack of physical asset count 
could mean that assets could be 
misused or misappropriated. 

--Lack of asset tags make it 
difficult to monitor, identify, track 
and control of the assets. 

High --In order to maintain accurate asset 
records, we recommend that GSS 
should perform a physical verification of 
all assets held, across all entities, at 
minimum, on an annual basis. 

--All GSS assets should be 
appropriately tagged and given a unique 
identifying number. 

 

 

 
Agreed: 
Instruction L will be issued 
at the end of the year, 
however conducting actual 
asset counts and re-
enforcement of asset 
targeting will be done in 
2020  
 
Responsible Officer:  
 
Implementation Date: 
Immediate  
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Ref Findings Risk Priority Recommendation Management Responses 
&Proposed Actions 

minimum, annually. Also 4.2 of 
Regulation 9 of the PFM Act 
states that all capital assets 
entered into the Capital Asset 
Register must be appropriately 
tagged (affixed with a label of a 
permanent nature) and given a 
unique identifying number.  
however, during our audit, we 
noted that; 

--Physical asset counts are not 
performed. 

--Assets are not tagged. 

 
 
 

Reconciliations of physical inventory to accounting records not done. 

6.3 4.2 of regulation_6 of the PFM 
Act states that GSS should 
reconcile physical inventory to 
accounting records however in 
our review of assets, we noted 
that reconciliations of physical 
inventory to accounting records 
not done. 

 

Lack of reconciliation for 
physical inventory to accounting 
records could lead the 
possibility of discrepancies in 
physical inventory and 
accounting records.   

Medium We recommend that regular 
reconciliations of physical inventory 
(updated asset register) to accounting 
records (Bisan) should be performed. 
They should be checked and approved 
by one of the authorized senior officers. 

Supporting documents for these 
reconciliations should be retained for 
management control and audit 
purposes, filed both in soft copy and 
hard copy format. 

Agreed  
 
Instruction L will be issued 
at the end of the year, 
however conducting actual 
asset counts and re-
enforcement of asset 
targeting will be done in 
2020  
 
 
Responsible Officer: 
TD,PD 
 
Implementation Date: 
medium 
 

State laptops not returned by former employees 

6.4 According to Section 20.6 of the 
CSC Act, Facilities and 

Misappropriation or theft of GSS 
assets. 

Medium We recommend that all state entities 
should ensure that employees who left 

Agree: 
Although this question is 
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Ref Findings Risk Priority Recommendation Management Responses 
&Proposed Actions 

equipment provided to civil 
servants for the purpose of 
performing their work remain the 
property of the administration, 
must be kept in good condition, 
and must be returned to the 
employing authority if the 
employee ceases employment for 
any reason or is transferred to 
another position. 

During discussions with MOF 
management, it was reported that 
some civil servants who have 
since moved jobs are yet to 
return their state laptops. Given 
that the asset register is not 
complete (see 7.1) it is not 
possible to quantify this loss. 

 

the job for any reason or is transferred 
to another position should return all 
state assets. 

the CSC should respond, 
as a Treasury Director I 
would say what is possible 
in my knowledge about the 
laptops. 
I want make it clear that 
most of the people those 
are yet to return are still 
Government staff but the 
person may have moved 
his institution to another, he 
will not allow to give up his 
laptop because he believes 
that he still part of the 
government so the only 
way we can is to know that 
person have a government 
computer. 
Responsible Officer: 
TD 
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7. Recruitment 

Ref Findings Risk Priority Recommendation Management Responses 
&Proposed Actions 

Non-competitive recruitment of NGO funded teachers 

7.1 As Section 22 of CSC Act 2017 
mentions, when government 
requests a donor to fund a specific 
position in the civil service 
establishment, and the donor 
agrees to the request, employees in 
donor funded positions will be 
subject to the terms and conditions 
of employment as set out in the 
CSC Act. 

During our audit we noted that 
about 345 teachers, funded by 
international NGOs, were not 
competitively recruited under 
procedures as set down in the CSC 
Act. 

Non-compliance with CSC Act 
2017. 

The best staff may not have 
been recruited for the jobs. 

 

Medium Employees in donor funded positions 
should be recruited through the 
standard CSC recruitment process. 

The recruitment of 345 
teachers funded by RCRF 
Program was fully made by 
the Ministry of Education 
and the only role of civil 
service commission office 
was a technical support 
and the supervision the 
recruitment exercise. Our 
position was advising them 
on the best way to recruit 
but the decision was up to 
the ministry of education. 
However, in order to 
ensure a free, fair, and 
credible recruitment 
process in the future, we 
recommend the CSC 
should take the lead of any 
recruitment conducted by 
the state otherwise the 
employer will take the 
consequence. 
 
Responsible Officer: 
Abdirizak Hersi 
Mohamud 
 
Implementation Date:  
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Ref Findings Risk Priority Recommendation Management Responses 
&Proposed Actions 

Instance where a fake signature was used to record an interview panel 

7.2 Article 4.1 of Regulation 1 of the 
CSC Act states that the Civil 
Service Commissioner or his/her 
delegated representative will 
appoint a recruitment committee to 
review the applications and make 
recommendations on appointment 
to the vacant position(s). Details of 
the members on the recruitment 
committee should be recorded and 
signed by each member to indicate 
their commitment to preserving 
confidentiality and impartiality in the 
recruitment and selection process. 

During the audit, we identified one 
instance where a fake signature 
was used to record the results of an 
interview panel. This instance 
related to an OAG recruitment and 
the signature forged was that of a 
senior OAG officer. 

Non-compliance with the CSC 
Act. 

The best candidates are not 
appointed. 

High The CSC should investigate this 
incident. 
 
All participants in interview panels 
should be invited to provide original 
signatures. 
 
Final, signed, interview panel notes 
should be circulated by email to all 
participants at the conclusion of the 
process. 

This will be a lesson 
learned and we hope not 
to be repeated.  
 
Responsible Officer:  
Abdirizak Hersi 
Mohamud  
 
Implementation Date:  
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8. Budget 

Ref Findings Risk Priority Recommendation Management Responses 
&Proposed Actions 

Weaknesses in budget procedures 

8.1 It is important that the 
preparation of the annual budget 
follows an orderly process with 
participation by all those who are 
affected. In accordance with 
Section 11(3) of the PFM Act 
2017, the budget preparation 
cycle shall consist of two phases, 
the first concentrating on the 
preparation of a budget 
framework paper and the budget 
circular, and the second 
concentrating on the preparation 
of the detailed annual budget that 
addresses the policies and 
priorities set out in the budget 
framework paper. 

During our review, we noted that 
MOF did not prepare a budget 
framework paper for the FY 2019 
budget. 

Incomplete budget processes 
could undermine the reliability 
and credibility of the annual 
budget. 

 

Medium We recommend that GSS should 
prepare all budget documents and 
adhere to the budget procedures as per 
the PFM Act 2017 in the future. 

 
Agreed: 
While draft BFP was 
prepared in FY 2019, BFP 
was not part of the 
documents submitted to 
parliament. Plans have 
been put in place to ensure 
BFP is not only prepared 
but forms part of the 
documents submitted to 
parliament. 
 
Responsible Officer: BD  
 
Implementation Date: 
Immediate  
 
 
 
 

Incomplete submission of expenditure estimates for some line ministries 

8.2 During our audit, we noted 
instances where some line 
ministries did not submit 
expenditure estimates and 
project proposals to the Budget 
Department at MOF. 

 

Lack of submission of 
expenditure plans and project 
proposals from line ministries 
can reduce the overall accuracy 
and ownership of the annual 
budget setting process. 

 

Medium All line ministries should submit their 
expenditure plan and proposals to the 
Budget Department within the agreed 
timelines. 

 

Agreed  
Revenue and expenditure 
plan submission from 
MDAs has not been fully 
operationalized since most 
of the MDAs are at a very 
early stage of 
establishment with no 
physical offices. Plans are 
in place to implement this 
in the medium term. 
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Ref Findings Risk Priority Recommendation Management Responses 
&Proposed Actions 

 
Responsible Officer: DG  
 
 
 
Implementation Date:  
 

No regular monitoring of revenue and expenditure against budget 

8.3 In our review, we identified that 
there is no regular monitoring for 
revenue, expenditure and funds 
of donor projects against budget. 

 

Lack of regular monitoring of 
revenue and expenditure can 
mean that errors are not 
identified and corrected. 

 

Medium The GSS should monitor all revenue 
and expenditure against budget on a 
monthly basis. All budget holders 
should be sent a monthly budget report 
showing all codes under their area of 
responsibility. For any difference 
greater than, say 10%, Budget 
Department at MOF should formally 
follow up on these variances and 
suggest corrective action as required. 

 

Disagree  
GSS FMIS provide real 
time data. Revenue and 
expenditure are monitored 
daily in fact the systems do 
not allow overspending. In 
addition, MOF produces 
monthly revenue report to 
the Minister and monthly 
un-audited budget segment 
report sent to FGS. 
Quarterly reports are 
prepared and published in 
the website state  
 
 
Responsible Officer: 
Treasury and Budget 
Director  
 
Implementation Date: 
Immediate (Is done) 
 
Auditor Comment:  
The budget monitoring 
process should be 
documented to provide an 
adequate audit trail. 
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Ref Findings Risk Priority Recommendation Management Responses 
&Proposed Actions 

No strategic and operational plan 

8.4 During the audit, we identified 
that strategic plans and 
operational plans are not set by 
the state. 

Lack of written strategic and 
operational planning documents 
make it more difficult for the 
state to implement change and 
reach its objectives. 

Medium GSS should develop effective strategic 
and operational plans, linked to a 
credible budget, detailing state 
objectives over the next few years. 

Disagree: 
State annual plan is in plan 
and spear headed by 
ministry of planning .MOF 
has various operational 
plan such as budget 
circular, budget calendar, 
instruction on budget 
execution and, banking 
arrangement  
 
Responsible Officer:  
 
 
 
Implementation Date:  
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9. Internal Audit 

Ref Findings Risk Priority Recommendation Management Responses 
&Proposed Actions 

Reporting lines – internal audit function 

9.1 According to section 34 of the 
PFM Act 2017, the Ministers of 
line ministries and heads of 
institutions and agencies of 
government are ultimately 
responsible for all financial 
operations and transactions 
undertaken within their 
organization, including any sub-
units they supervise or control. 
An internal auditor, reporting 
directly to him or her, whose 
tasks shall include to periodically 
review the organization of 
financial management within the 
organization or unit as well as to 
evaluate the adequacy of 
management checks and 
balances, and controls, in the 
financial management practices 
within the organization or unit. 

During our audit, we noted that 
internal audit reports in MOF 
were shared with Permanent 
Secretaries only and not directly 
with Ministers. 

Ministers are not aware of key 
financial management and 
other control issues and, as a 
result, recommendations are 
not acted upon. 

Medium We recommend that the internal 
auditors of the MOF should report 
directly to the Minister of Finance (and 
any other relevant Minister) as per the 
PFM Act 2017. 

Disagree, 
As per attached distribution 
list the Minister is always 
the first receipt of the 
report. 
Responsible Officer: 
Head of Internal Audit 
Implementation Date:  
 
Auditor Comment: 
The internal auditor 
department should only 
report directly to minister. 
 
 

Lack of management follow up over internal audit reports  

9.2 Although internal audit reports 
are produced and submitted to 
senior management, there is no 
process to follow up whether 

Recommendations are not 
implemented. 

Medium Management should regularly follow up 
internal audit reports to ensure 
recommendations are implemented as 
intended. 

 

Agreed: 

There has been challenge 

with regards to follow up 

and implementation of 

issues raised in the internal 
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Ref Findings Risk Priority Recommendation Management Responses 
&Proposed Actions 

recommendations have been 
implemented or not. 

 

audit report. However, 

MOF has now put in place 

mechanism of following up 

internal and external audit 

recommendations. This will 

be implemented in 2021. 

See attached template  

Responsible Officer: 
Head of Internal Audit 

 

Implementation Date: 

January to December 

2021 

Internal audit coverage of fraud cases 

9.3 We noted that internal audit did 
not consider the fraud case 
which happened in FY 2019. 

 

Key internal control 
weaknesses are not addressed 
in a timely manner. 

Medium We recommend that GSS Internal 
auditors should review any fraud cases 
take place. Any report should then 
make immediate recommendations to 
correct any underlying weaknesses in 
the internal control system. 

Agreed: 

The internal audit unit has 
carried out internal audit 
during mentioned period 
and noted unusually 
excessive payment of large 
sum of money which we 
highlighted in our Dec 2019 
report. However, the report 
has not specifically 
mentioned the word fraud. 
Further, MOF has 
undertaken several 
administrative corrective 
and punishment measures 
to deal with mentioned 
fraud case. For example, 
the case was reported to 
the police, officer involved 
was jailed and 
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Ref Findings Risk Priority Recommendation Management Responses 
&Proposed Actions 

subsequently sacked from 
service. Other 
administrative measures 
undertaken were change of 
bank signatories and 
tightening of check 
clearance process from the 
bank.  

 

Responsible Officer: 
Head of Internal Audit  

Implementation Date: 
Immediately done   
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10. Fraud Prevention Mechanisms and Policies 

Ref Findings Risk Priority Recommendation Management 
Responses &and 
proposed actions 

Lack of fraud prevention mechanisms and policies 

10.1 There have been several cases 
of recent fraud within GSS. 

In accordance with best 
practice, strong fraud prevention 
mechanisms and controls at all 
ministries in the state are the 
best methods for preventing 
fraud and corruption. 

Currently, formal fraud policies 
and procedures are not in place 
and a formal risk assessment to 
properly identify and address 
significant fraud risks is not 
carried out. 

Critical fraud risks are not identified, 
considered or adequately 
addressed. 

High GSS should develop and implement a 
fraud policy. This should include key 
controls around preventing, detecting 
and investigating allegations of fraud.  

In addition, a formal risk assessment 
process should be conducted so that 
critical fraud risks are considered, 
assessed and reduced.  

Agreed  
There was at least one 
fraud case in 2019, 
although MOF took the 
necessary steps to deal 
with officer responsible, 
we agree proper anti-
fraud policy in place. GSS 
MOF will initiate process 
to put in place relevant 
anti-fraud legislation in 
the immediate and 
medium term. 
 
Responsible Officer: 
Minister  
 
Implementation Date: 
Immediate/Medium  
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11. Follow Up of FY 2018 Audit Recommendations 

During the audit we followed up all audit recommendations made in previous years. A summary of the current status of these recommendations is shown in the table below: 

Status Number of 

Recommendations 

Implemented 1 

Partly Implemented 1 

Not Implemented 11 

TOTAL 13 

As in previous years, progress in implementing audit recommendations has been minimal. It is important that this improves going forward. To this end, MOF should implement a formal 

mechanism for taking appropriate corrective actions.  

Ref Original Findings Original Recommendations Priority Status Further Action Required 

Improvement in tax administration 

11.1 We noted the following 
weaknesses in relation to tax 
collection and recording: 
i) Tax collection is not 
automated. Taxes collected are 
supported by a physical receipt 
issued 
to tax payers. As a result, the 
tax collection system is not 
linked to the Revenue 
Management 
System. 
ii) Reference numbers allocated 
when recording tax collected 

GSS should institute full automation 
at the tax collection points. The tax 
collection systems should be fully 
integrated with the accounting 
systems. Tax collected should first 
be recorded on the RMS and the 
accounting ledgers updated 
automatically. GSS should explore 
modalities to expand tax collection 
sources and ensure tax collection 
occurs throughout the year. All 
entries into the books at the various 
stages of the revenue and 
accounting cycles should be based 

Critical Not Implemented GSS should implement the OAG 
recommendation. 
 
Management Response: GSS MOF has put 
in place work plan to track and implement 
previous audit recommendation. Tracking 
of previous audit recommendation is done 
using Microsoft Planner. Refer to GSS 
MOF Microsoft planner for update  
 
 
 



   GSS Audit FY 2019 
 

38 
 

Ref Original Findings Original Recommendations Priority Status Further Action Required 

was being derived from the 
bank 
deposit slip numbers instead of 
reference numbers derived from 
the batch of receipts 
generated when taxes are 
recorded. 
iii) The tax reconciliation sheet 
did not indicate preparer, 
reviewer, and approver to 
demonstrate 
segregation of duties in the tax 
collection process and timely 
preparations, review, and 
approvals of tax reconciliations. 
iv) We identified variance 
between tax receipted, amounts 
recorded on the cash book and 
amounts banked. From our 
sample, we found that the 
amounts banked agreed to the 
amounts reflected on the cash 
books but disagreed with tax 
receipted. 
v) We noted numerous 
instances where the receipts 
did not indicate the name of the 
collection officer and also did 
not indicate the name of the 
officer who approved the receipt 
for posting. 
b) Taxes are first recorded in 
the FMIS module of BISAN 
(accounting system) based on 
the amounts banked as derived 
from the bank statement and 
then the Data is posted into the 
RMS Bisan module 

on unique references derived from 
the appropriate documentation 
used at the various stages. 
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Ref Original Findings Original Recommendations Priority Status Further Action Required 

(tax collection system). The 
current procedure is thus to 
record first in the accounting 
system then into the tax 
collection system. The expected 
procedure is that tax collected 
is first posed into RMS, 
banked then posted to FMIS. 

Undisclosed bank accounts 

11.2 We received a bank 
confirmation from the Central 
Bank of Somalia indicating 
amounts of USD 1,978 
was held in the account number 
1099 and USD 88 held in the 
account number. 780 (an 
account opened for GSS before 
the expansion as a FMS and 
had USD 88 as an opening 
balance). The amount of USD 
88 held with CBS 
in the account number. 780 was 
not included in the State’s 
Financial Statements. 

We recommend that GSS should 
include confirmations of bank 
accounts details as part of year-end 
procedures in compliance with the 
procedure’s manuals. In addition, 
as a practice, the State through 
MOFED should regularly seek 
confirmations with all commercial 
banks within State on whether and 
of the other Ministries or State 
agents are operating any bank 
accounts they may not be aware of. 
In addition, the State should 
consider transferring the amount 
held at the Central Bank of Somalia 
to the Treasury Single Account. 

Critical Not Implemented GSS should transfer the amount held at the 
Central Bank of Somalia to the Treasury 
Single Account. 
 

Improvements to procedures for bank reconciliations 

11.3 Bank reconciliations were 
performed on a monthly basis 
instead of on weekly basis. 

GSS complies with the required 
guidelines by ensuring bank 
reconciliations are performed at 
least weekly. The date for preparing 
and reviewing the bank 
reconciliation statements should be 
well defined in the Fiduciary 
guidelines. This includes stating the 
date and designations of reviewers 
and approvers. The Treasury 
Department at MOFED GSS should 

Critical Not Implemented GSS should ensure that all bank 
reconciliations are carried out, printed off 
on a weekly basis and filed. 
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prepare and send bank 
confirmation letters to the Banks at 
year-end requesting the banks to 
confirm the balances held. 

Inadequately supported payments 

11.4 Payments made were not 
supported with documents. 

We recommend that adequate 
accounting records are prepared 
and maintained to support all costs 
incurred. GSS should formulate a 
schedule of documentation 
expected to be obtained for various 
categories of transactions. 

Critical Not Implemented MOF staff should file supporting 
documents. 
 
 

Excessive use of cash payments 

11.5 Excessive use of cash 
payments which was 
channelled through individual 
accounts.  

 

 

 

 

GSS should reduce its reliance on 
cash payments. It could achieve 
this by limiting the level of cash 
payments and by imposing upper 
limits. 

Critical Not Implemented GSS should execute payments through 
eligible supplier/staff bank accounts. 
 
 

Weakness in the procurement process 

11.6 GSS did not adhere to 
competitive procurement 
procedures. 

Management should ensure that: 
a) Competitive procurement 
procedures are adhered to as per 
the PFM Act Regulations and 
guidelines. 
b) The MOFED Procurement 
Department prepares annual 
procurement plans and regularly 
pre-qualify 
its suppliers. 
 

Critical Not Implemented GSS should put measures in place to 
enhance compliance with the Public 
Procurement Manual. 
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Weakness in asset management 

11.7 GSS-MOF have not recorded 
all assets of the state in the 
asset register. 

GSS should record all assets into 
asset management system as well 
as ensure that the asset register is 
updated. 

Critical Not Implemented GSS should ensure that all assets are 
recorded in the asset management system. 
 

Weakness in personnel Management 

11.8 We noted the following 
weaknesses: 
a) Our review of personnel files, 
however, revealed that for the 
Permanent Staff, Performance 
appraisals, induction training 
and leave details were missing. 
In addition, we noted instances 
where 
the personnel files lacked 
National Identity Cards (ID) or 
National Passport to identify the 
employee. 
b) We noted instances where 
employees did not give 
adequate notice upon resigning 
from their positions. The Human 
Resource Regulations require 
employees to give a month’s 
notice when 
resigning. 

CSC should ensure that staff 
personnel files are updated. Each 
file should have a standard 
checklist indicating the minimum 
requirement of documents that 
should be in a personnel file. 

Important Implemented No further work required 

Lack of formalized organization IT policies and standards 

11.9 Our review of GSS IT 
environment revealed that the 
State does not have a 
comprehensive ICT policy 
and procedures 

We recommend the state: 
· To consider developing a 
comprehensive IT policy that is in 
line with the Ministry's daily 
operations 
and IT guidelines. Further, they 
should regularly review the policies 
for consistency and relevance to 
changing events. 

Critical Not Implemented GSS should consider developing a 
comprehensive IT policy that is in line with 
the Ministry's daily operations. 
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· The IT policy should incorporate 
procedures for conducting BCP and 
DRP. 
· To ensure that a structured 
training guideline is developed to 
enable staff orientation on IT 
matters 
and any new features on the 
system. 
 

Weakness in ICT Logical Access controls 

11.10 Unauthorized access can lead 
to devastating effects and 
without effective user access 
control entities 
can become victims of 
malicious activities such as, 
financial fraud, and attacks on 
systems through denial 
of service attacks which can be 
especially harmful to online 
systems. We noted the below 
issues; 
--Lack of account lockout and 
counter threshold - the system 
does not lock out users after 
several incorrect login attempts. 
--Saved Passwords in browsers 
can be retrieved and read in 
Plaint text. We noted that it’s 
possible to 
save your password on the 
browser after logging in, this 
possesses a risk as the 
password can be 
retrieved in plain text. 

The system should employ this 
security feature and allow a 
threshold to be set to specify how 
many invalid logins can occur 
before an account is locked out to 
counter Brute force attacks or 
attempts of hacking. 
b) Monitor attempts to log in to the 
system should be carried out. 
c) The Antivirus should be centrally 
managed by the IT manager and 
password protected. 
d) The IT Director to ensure the 
Antivirus up to date. 

Critical Not Implemented GSS should employ ICT logical access and 
allow a threshold to be set to specify how 
many invalid logins can occur before an 
account is locked out to counter Brute force 
attacks or attempts of hacking. 

 
 

Excessive editor rights granted to IT Director 
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11.11 We noted that the ICT 
administrator had full access to 
all areas in the system and is 
able to make 
changes like correcting errors. 
However, his activities on the 
system are not regularly 
reviewed by any 
senior officer. 
We also noted there is no 
second-level authorization 
required for any corrections or 
amendments done 
by the 

Existing user accounts and access 
rights should be reviewed at least 
annually to detect dormant 
accounts and accounts with 
excessive privileges i.e. accounts 
with excessive privileges include: 
a) An active account assigned to 
external consultant or employees 
that no longer work for the 
Institution. 
b) An active account with access 
rights for which the user’s role and 
responsibilities do not require 
access. 
 

Critical Not Implemented Original recommendation should be 
implemented. 
 
Responsible Officer:  
 

Gaps in user access management controls 

11.12 Our review of the 
implementation of the Bisan 
system revealed the following: 
a) Lack of a formal procedure 
for notifying the IT director to 
disable user accounts in a 
timely manner 
for staff who had left 
employment either through 
resignation or termination. 

We recommend that: 
a) The identified user accounts 
belonging to terminated staff should 
be immediately disabled. In 
addition, a standardized procedure 
should be developed, documented 
and approved by the State to 
regulate this process revoking user 
access. Once an employee leaves 
the entity, the IT Director 
should be notified in a timely 
manner to ensure the user account 
is disabled. 
 

Critical Not implemented Original recommendation should be 
implemented 
 
: 
 

Other control weaknesses 

11.13 We noted instances where 
Commitment and 
Payment Orders (CPO) 
sections for prepared by 
and authorized by were not 
signed by the 
respective authorized staff. 

We recommend that the Payment 
processing guidelines be adhered 
to before any amounts are paid out 
to the suppliers of goods and 
services. 

Important Partially 
Implemented 

All CPOs should complete by spending 
Ministries, every section of CPO correctly 
filled, verified and approved. 
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The CPOs also lacks a 
description of the expense 
to be paid. Also, we noted all 
the expenditure suppliers’ 
supporting documentation such 
as invoices and 
receipt vouchers had not been 
stamped “PAID” or 
“POSTED” to invalidate the 
support documents 
once payments are made. 

 

 


