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Honourable Speaker of Parliament,
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State of Somalia for the financial year ended 31th December 2019 for tabling in the State Parliament.

Yours Faithfully,
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1. Acronyms

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

1D Identity

1CT 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

D Treasury Director

UNDP United Nations Development Program

USD United States Dollar
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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.
3.1The 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 cleatly 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;

s 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:

(@) 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 315t 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

Opver 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 cottrective 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 PEM 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.
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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 (ISSAls). 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.

10
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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.

11
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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 31t
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:

e 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

12
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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 firture, 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.

13
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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 supportt 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:

e 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.

14
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e 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.

e 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
classily payments to the appropriate accounts in future.

e 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;

e 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.

e 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.

e 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:

e 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.

e 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.

e Assets are not tagged. Al GSS assets should be appropriately tagged and given a unique

Identifying number.

15
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e  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:

e 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.

e 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

16
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recommendations are implemented as planned and that progress is monitored by Senior

Management at MOF.

17
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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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Galmudug Stare of Somalia
Auditor General Office

REF/GSS/AG/271/2021

Audit of Galmudug State of Somalia Performed by The Auditor General

Final Audit Report

Farhan Ali Mohamud
Ministry of Finance,
Galmudug State of Somalia,

Dhusamareb-Somalia.
Date: February, 11t 2021,
Dear Sir,

Disclaimer of Opinion

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.
Because of the significance of the matters described in the Basis for Disclaimer of Opinion paragraph, 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.
Basis for Disclaimer of Opinion
(a) Payments of USD 928,610 (29% of total payments) lacked any supporting documents at all. In addition,
payments totaling USD 730,145 (23% of total payments) were inadequately supported. 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 445911 (14% of total payments) were supported with documentary
evidence. However, these were misclassified in the financial statements. These misclassified payments

include; an amount totaling USD 428,000 stolen by the former Treasury Director and politicians These



payments have been incorrectly disclosed in the financial statements as non-financial asset expense
(residential buildings) in note 14 to the financial statements.

(c) My audit identified that 25 bank accounts opened and operated outside of the Treasury Single Account
(TSA). 1 was unable to obtain evidence of the balances as at 31 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 vear are currently disclosed in the draft financial statements.

I consider the impact of the above items to be material and pervasive to the overall Financial Statements.

I conducted my audit in accordance with International Standards for Supreme Audit Institutions. My
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of
the Financial Statements section of my Annual Report. I am independent of the entity in accordance with the
Code of Ethics for Supreme Audit Institutions together with the ethical requirements that are relevant to my
audit of the financial statements in at section 7(1 and 5) of the Audit Act 2018, and I have fulfilled my other
ethical responsibilities in accordance with these requirements and the Code of Ethics.

I draw the attention to Note 14 in the financial statements, which describes non-financial assets especially
residential buildings. Misappropriated amounts as a non-financial asset expense (residental buildings) in the
draft financial statements. My opinion is not modified in respect of this matter. .
Key Audit Matters

Key audit matters are those matters that, in my professional judgment, were of most significance in my audit
of the financial statements of the current period. These matters were addressed in the context of my audit of
the financial statements as a whole, and in forming my opinion thereon, and I do not provide a separate opinion
on these matters.

(a) Weakness in Revenue Collection Controls

The revenue controls that the GSS employed are not sufficient to detect revenue leakage and
misappropriation of the financial statement because of;
¢ Instances where monthly collections for turnover and passenger fees were not collected.
e Different receipt numbers between manual receipts and system registration.
e Lack of utilization of all potential sources of GSS revenue.
® Revenue of USD 12,690 banked could not be traced to supporting receipts.

e  Under registration of NGOs.



Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance
with International Public Sector Accounting Standard (IPSAS)-Financial Reporting Under the Cash Basis of
Accounting and legislation, and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Entity’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and ﬁsing the going concern basis
of accounting unless management either intends to liquidate the entity or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible of overseeing the entity’s financial reporting process.
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Signature:

Name:

Auditor’s Responsibility for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue and auditor’s report that includes my
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with the Fundamental Auditing Principles (ISSAIs 100-999) of the International Standards for
Supreme Audit Institutions, will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be

expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with the AFROSAI-E Financial Audit Manual, which is consistent with the
Fundamental Auditing Principles (ISSAIs 100-999) of the International Standards for Supreme Audit
Institutions, I exercise professional scepticism throughout the audit. I also:

e Identfy and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve

collusion, forgery, intentional omissions, misrepresentations, or the override of internal controls.



®  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Entity’s internal control.

e Evaluate the appropriateness of accounting policies uses and the reasonableness of accounting
estimates and related disclosures made by management.

® Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence, obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Entity’s ability to continue as a going concern. If 1
conclude that a material uncertainty exists, I am required to draw attention in my auditor’s report to
the related disclosures in the financial statements or, if suBch disclosures are inadequate, to modify my
opinion. My conclusions are based on the audit evidence obtained up to the date of my auditor’s report.
However, future events or conditions may cause the Entity to cease to continue as a going concern.

® Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a

manner that achieves fair presentation.

I communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that I
identify during my audit.

I also provide those charged with governance with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on my independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, I determine those matters that were of
most significance