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Consolidated Budget Characteristics
A synoptic financial performance review

1. The first half year administration (Mohamed Abdhbll&armaajo) appears to have performed
lower in domestic revenue collection than the sddaalf year. The yearly sources of both
domestic and donor support amounted to US $28,080 Fowever, as would be noted in
the subsequent budgetary review submissions, thal tamount realized was US
$31,760,704. The deficit arising therefrom is abo& $3,700,000 and whose source was
confiscated piracy money. During the same fiscalogethe administration generated more
donor support of US $19,133,760, and which is highan the second half. Details of the
same are analyzed in the first half year repott.shbuld also be noted that the revenue
generated by the civil aviation authority was stillder the custody of the UN.

Domestic and Bilateral Performance Revenue Review

Donor Grand-Total
Domestic Revenue Support
(Arabian)

Farmaajo $8,059,457 $524,870 - $342,617 $8,926,944 $19,133,760 $28,060,704
Adm|n|strat|on

I A A I S R

Adm|n|strat|on

Grand -Total $17,066,018 $1,808,832 $92,585 $827,521 $19,794,956 $34,900,864 $54,695,820
Source: MoF/CBS

2. The second half year administration (Dr. Abdiweliohdmed Ali Gas Administration)
generated more domestic revenue and of US $10,BB8n@an the first half. Characteristic to
note is the revenue generated from the airportvaimadh rose from US $524,870 into US
$1,283,962. The realized revenue is within the meoended potential budget. As regards
revenue from the civil aviation the administratiwas handed over the facility by the UN and
within the last two month they were able to gererldS $92,585. The bilateral support
declined in the second half year administratioonmflUS $19,133,760 to US $15,767,104.

Summarized Budget Comparison

e Farmaajo Administration Dr. Abdiweli Administration

$49,284,45C $28,060,704 57%  $49,284,450 $26,635,11€ 54%

$49,284,45C $28,033,112 57%  $49,284.450  $26,595262 54%

Source: MoF/CBS

3. The above is a summarized budget comparison fagtfithe first and second half year total
revenues and expenditures. The Farmaajo admimstneflects enhanced total revenues of
about 57% of the total estimates. The percentagatim is as a result of increased donor
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support but decrease domestic revenue generatiés. regards the expenditure the
percentage variation is 57% against the estimatemyvever, the administration was
characterized by some financial irregularities aich are detailed in the subsequent pages.

. The Dr. Abdiweli Administration realized total reuse of 54% which was against the
estimates. The revenue variation was charactermedncreased domestic revenue but
decreased donor support. The expenditure agaieststimates was 54%. This was slightly
lower than what was incurred during the first tyadér.

In spite of the above financial performances balmiaistrations managed the budgetary
provision through individualized cash withdrawalsdaneither of them were in compliant
with the budgetary codes of accounting itemizati@ath administrations were the authors
of the 2011 budget and its subsequent compliargcsighion was not adhered.to

. Notwithstanding the above more details are to hendoon the actual budget performance
and recommended potentials and which are capturesulbbsequent pages. A conclusive
performance determination would be made after peguhis budgetary investigation report.

The detailed half and second year revenue and ditpemreport is as analyzed below.



First Half Year Budget Review 2011
Mohamed Abdullahi (Farmaajo) Administration (JanyarJune 2011)

Table-1: Budget for the Months of January 2011unel2011
REVENUE

Domestic Revenue

Tax Revenu

Non-Tax Revenu

Total Domestic Revenu

Donor Fund
Bilateral Assistancs $25,000,000
Multilateral Assistancs
Total Donor Fund $34,330,000
Total Revenus
EXPENDITURE

Recurrent Expenditure

Administration & General Servicq $28,097,50(

Economic Service

Social Services

Contingenc

Total Recurrent Expenditu $33,284,45(

Capital Expenditure

Administration & General Servicq $2,882,750

Economic Service

Social Services

Total Capital Expenditur

Total Expenditureg $49,284,45(

Surplus/Deficit

Source: MoF/CBS

Revenue Review
Mohamed Abdullahi Farmaajo Administration (Janu@gl1 — June 2011)

7. The half year budget review is for both the revemod#lection and the corresponding
expenditure for the fiscal year of 2011. The revisvntended to give a critical government
budget evaluation performance. In spite of thecaitdiscrepancy evaluations on the two
previous budgetary reports, the Farmaajo Admirtisingust like his predecessor, failed to
improve the domestic revenue collections. The aguhtis some potential domains of
revenue collection and which are detailed in thessguent pages. As also would be noted
the administration was not transparent with theod@upport receipts nor did it improve the
external support amounts. This is better illustidig chart-1.



Chart-1: Estimated Revenue Budgetary Contribt

Estimated Revenue Budgetary Contributiol

Estimatec
s === Domestic
———— ey Reveru
e 30%
Estimated Donor e —
Fund  —
70%

Source: MoF

Revenue Analysis
Domestic Revenue

8. According to extracts from the TFGestimatebudgetary records, we were able to asce
the following financial statistics as shown in fig-1.

Figure — 1:Streams of Revenue Genera

| 1 DomesticRevenue R
$13,489,45C - $13,489,45  (100%)
BN RGO 1465000 12,284,327 (10,819,327  (738%)
$14,954,45C $12,284,327 $2,670,12 18%
1 [ [ |
BN TETEECECEUC 525,000,000 $19,133,76C $5,866,24  23%
9,330,000 - $9,330,00 100%
I TR $34,330,00C $19,133,76C $15,196,24  44%

el RREE  $49,284,45C $31,418,087 $17,866,36 36%

Source: MoF/CBS

9. The domestic estimateseve factored on two accounts of revenusmsd whicl are, tax-
revenue(US $13,489,450) and n-tax revenue of (US $1,465,0000he totalhalf year
domestic revenue estimatese US $14,954,450. However, the actdamesticrevenue
realized for the period was US12,284327, and which leaves a deficit 18% (US
$2,670,123). Theleficit was a result of thgovernment’s inabilityto collect any of the ta
revenues [estimates] had factore into the budgetThe composition of the t-revenue
clusters are:



i. Tax on Income, Profit, and Capital Gain;
ii. Excise Tax;
iii. Sales Tax, Profit Tax from Business (nhon-corporate)
iv. Stamp Sales and Duty; and
v. Foreign Trade Taxes and Duties.

10.The tax revenue clusters did not generate any iecoespite the budget over-estimation by
the ministry of finance. The ministry had factotaeigetary revenue of US $13,489,450 and
whose realization amounted to nil. To the contnaoy-tax revenue and whose budgetary
provision was relatively lower (US $1,465,000) thhat of the aforegoing (US $13,489,450)
realized receipts o

US $12,284,327. Month Mogadishu Aden Adde| Civil Aviation Other Total
Port Airport Authority Revenue
collection from the in Aide)

: _____
cluster is us

|_February| 1,006,589 61,540 8,152 1,076,281
$10,819,327 (US

—————
1,465,000 — US 1,565,176 97,726 133,880 1,796,782
:12 284.397). Th _—___
' , ). 1,338,736 201,269 51,993 1,591,998
figure inside shows _———_
the various sources
of revenue generation, amount per month, and amehich was not budgeted but collected

(appropriation in aide). The sources of US $12,284 are from Mogadishu Port, the Aden
Adde International Airport (US $8,059,457 and US,224,870) respectively. It is
inconceivable how the ministry failed to conside substantial revenues realizable from the
sources. The under-estimation raises a financthflegy. Was the under factoring deliberate
or not, and whichever way the ministry of financasinclarify. Part of the US $4,224,870
and amounting to US $3,600,000 was confiscated gndredonging to the piracy that
deposited into the CBS, and further penalty feed$%$100,000 (US $3,700,000). The actual
amount the Aden Adde International Airport colletctse therefore, US $524,870. The piracy
money was supported by the banking slip evideneeskier contradicted by its non omission
in the Central Bank’s monthly financial reconciicat. Evidence as to how the money was
spent is unknown. The President, Prime MinistemiMer of Finance, Governor of Central
Bank and the Police Commissioner should be intatexjon the cash transaction against the
available hard copy receipt (24/5/2011 - Qaabl X(S7).

11.There were no statistical receipt records to accémmthe non-tax revenue generated from
the Airport taxes, landing fees, parking fees, dlight fees, port fees and charges including
wharfage charges and fees. The lump sum over tiolheof US $12,284,327 was therefore
not all supported by documentary evidence. For @@mairport fees should have been
qguantified with the number of flights landing arakihg off, port fees by the statistical data
of docking and off docking ships rates and charlgesdies.




12.In spite of the non-tax revenue over collection,agpropriation in aide of US $247,554 as
shown in figure-2 was collected by some ministaesl its corresponding expenditure was
not accounted foil-or more details see the Potential AppropriatiorAiicdle

13. Additional sum of US $95,063 was registered by @S but with scanty details of their
sources and expenditures. For example, US $75,68Gviump sum credit entry on 9/3/2011
but no details were shown as to its source of ireddn 26/2/2011, 6/4/2011 and 10/4/2011,
three entries of $2,716, $8,429, and $8,300 weedited into the CBS account and were
subsequently withdrawn and the reversal entry dmésontain any details (contra entries).
On the 11/4/2011, 11/5/2011, and 8/6/2011 the GE®wered from their employees tax pay
as you earn (PAYE) of $205.5, $208, and $204 resmbz. However, details of the other
three months (January, February and March) arereftgcted. The total revenues (other
revenues) which the MoF/CBS did not factor into #utual revenue receipts are therefore
US $342,617. The rest of the government instititiand the private sector did not recover
any payroll employees’ tax for the entire six moatlFarmaajo Administration.

14.The total revenue generated for the half year ahiiwis inclusive of the appropriation in
aide is US $12,626,944.

15.The estimates factored for the tax revenue wereebom within the potential realization
however, nothing was collected. The Ministry ohd&hce should give a full accounting
disclosure of all the revenues collected and wiibd televant documentary proof. In the
absence of this more or lower revenue could haea lgenerated and thereby affecting the
economic planning of the Transitional Federal Gouegnt.

16.The actual revenue collection performance was 8@évehich occasions a deficit of 18%.
The performance was however, distorted in termsewénue source of receipts and the
respective amount. Indeed, the performance wasdew@l when compared with the
ministry’s factored estimates. For example, thaqi money amount of US $3,700,000 was
not factored into the budget estimates nor wastiplus of US $10,819,327 expected. Was
the revenue budget factoring intended to over-cainoe under-conceal the provisions and
thereby masking the financial reality from the paland donor community?

17.The above budgetary irregularities unearthed by itheestigative team have further
confirmed by the independent routine inspectionorepf the police force. It is
inconceivable how the police routine financial iesfpons would capture revenues and which
are totally omitted from the budgetary provisiornysthe Ministry of Finance and the Central
Bank. The figure below reflects the independentin@ inspections amounts by the police
force.



Figure-2: Routine Police Investigation

Institutions
VERECIGIILNY $1,554,303  $963,728 $1,277,302 $1,545553 $1,440,699 $1,326,506 $8,108,091

Aden Adde Airport $44,260 $40,252 $52,015 $51,363 $56,230 $58,683 302,803

1 !t {1 | [ |
$3,586 $3,529 $5,301 $9,633 $3,591 $4,845 $30,485

OtherRevenuel i e e

$1,602,149 $1,007,509 $1,334,618 $1,606,549 $1,500,520 $1,390,034 $8,441,379

Figure-3: MoF/CBS Actual Revenue Receipt

Institutions
VIRECISIME;  $1,405,083 $1,006,589 $1,318,450 $1,565,176 $1,425423 $1,338,736 $8,059,457

NP NLYNIE  $74227  $61,540  $98,580  $97,726 $3,691,519 $201,269 $4,224,870
| Civilaviation Bl

Km.50 Airstrip - - - - = - -
Other Revenue ~ $8152  $81,495 $133880  $56,868  $51,993  $342,617

$1,489,539 $1,076,281 $1,498,534 $1,796,782 $5,173,810 $1,591,998 $12,626,944

18.The sources for the revenue provisions are from sauarces of the TFG. The sources are
from theroutine police investigation and actual revenueeipts registered by both the
Ministry of Finance and Central BankConventional standards demands harmonized
budgetary balancing from the two sources, and if with minimum deviations. From the
onset, it appears the TFG records of financial gameent are far from being perfect, and as
such resulting into unbalanced annual budgets. J¢enario trend requires an urgent
reconciliation and reversion into credible budgeeparation. The discrepancy amount
involved in the first half year is of material attn.

19.However, significant to highlight is the police oaciled a revenue provision of US $30,485
from KM.50 Airstrip while the Ministry of Financend Central Bank registered none. The
total revenue for the first half year registerednirthe police investigation amounts to US
$8,441,379 while that of the Ministry of Financaddhe Central Bank was US $12,626,944.
The revenue omissions and under collection betweetwo sources should be placed before
the MoF for further reconciliation and thereby detming who would be held accountable
for the deficit.

20. Notwithstanding the aforegoing, the country has s@alequate revenue generating capacity.
The Farmaajo administration has been getting cohatdvice by the Head of Public Finance
Management Unit on the potential revenue generatimegs; however, the administration
appeared reluctant in implementing the advice giVienlso is financially fascinating that
revenue releases were all on individualized caghdvawals More details of the domestic
revenue generation discrepancies are to be founkeopotential revenue budget contrast.



Donor Support (Bilateral and Multilateral Assistag)c

21.Donor contribution registered by the Ministry oihkhce was US $19,133,760 and whose
source was from bilateral assistance (UAE). Inespftthe bilateral assistance realized being
less than what was provided in the estimates (U508®,000), there were no any revenue
receipts from the multilateral assistance (US $9,830). The latter is co-managed by the
UNDP and its non remittance is questionable in vaéwheir public standing integrity.

22.The bilateral support is in deficit of 23% (US $%&40). The total actual donor
disbursements deficit from the estimates provisisrabout 44%. The donor funding deficit
for the half year (January — June) estimate bugdg®tision is therefore (US $30,150,690)
(US $19,133,760 — US $49,284,450) which translates (61%). Consequently, the actual
receipts registered for the period is about 399%mftbe total budget. More details on the
donor contribution support are to be found on tbeptial revenue budget review.

Capital Revenue

23.The estimated capital expenditure budget is USGRIBKO00 has been not factored into the
budgetary investigative report due to its anomadgtinent. The ministry of finance factored
it as a capital expenditure and whose source aifighwas external receipts but the same
was not reflected in the revenue receipt. The ahphes forced the budgetary investigators
to isolate the same from the budget review but ites an independent case. However, there
are no records available on the disbursementseofitimor support nor is there documentary
evidence on the expenditures. The budgeted amowast eapital intensive in view of
purchasing a wide range of Asset inventories. Panple, Office of Parliament was
allocated US $2,882,750, Ministry of Health and IRuEare US $3,060,350, Ministry of
Public Works US $3,821,600 etc. The figure belatads all the expenditure allocations. In
view of the amount involved (US $16,000,000) arsdsiibsequent mysterious treatment in
the budget as well as its non expenditure, it wdaddf necessity if the Financial Standing
Committee subjected it to further documentary itigesion. Note: The below figure-4
indicates the status of the capital revenue exparedi. The status of the capital revenue
expenditure is also replicated in the second hedf yeview.



Figure — 4: Clusters of Capital Expenditure

1. Office of the Parliament ] S2,882,750

.~ 83000
380,000
.~ se7ms0
2,390,000
| 3681600
281,600
400000
|| $350,000
- 200000
150,000
| $1375840
330,940
-~ 570000
c. Construction of Buildings (non-residential) 334,900
140000
| [ $215,000
- 100000
115,000
6. Ministry of Public Works and Reconstruction [ | $3,821,600
683,100
3135000
|| $450,000
- 2580000
200,000
| $1,742,000
117,000
- 1000000
625,000
| 33,060,350
535,920
- 2000000
524,430
| 31,420,860
1,000,000
42080
| $16,000,000

Source: MoF

Summary Revenue Surplus/Deficit (Domestic and Dondr

24.According to the figure-1 the TFG under collectée testimated revenue budget by US
$17,866,363 (US $31,418,087 — US $49,284,450). Traisslates into budgetary revenue
funding receipts of about 64% performance and eitilef 36%.

25.The above interpretation was reviewed within thetert of the TFG’s budget. However, the
budgetary review discrepancy analysis is to bedaarthe potential revenue budget review.



Expenditure Review
Mohamed Abdullahi Farmaajo Administration (Janu@g11 — June 2011)

26.The TFG’s expenditure budget is inclusive of:

a. Government recurrent expenditures (personnel, gaodsservices);
b. Capital expenditure (fixed assets, capacity buddiand construction).

27.The above respective allocations were however, inotonformity with the budgetary
revenue expenditure disbursements for the periaterureview. Records available reflect
expenditure allocation and which are outside theglktary estimates provision. For example,
all the expenditures are lumped up in spite ofrthrespective budgetary items of accounting
codes. In view of this it was difficult to ascertaihe actual expenditure incurred (US
$28,033,113) on personnel (salary/ allowance), gaodl services (utilities, office supplies,
foods, rent and traveling), fixed assets (purcludseshicles, plant, machinery equipment and
buildings), constructions (construction of buildsngoads), capacity building (training), other
payments (transfer payments, contribution to laggncies), and contingency.

28.The overall expenditure appears not to be commateswrith the prevailing government
structural capacities. Most of the government tagtns do not have all the departmental
working structures in place, save for a few tecaihiclerical and auxiliaries staffs. There is a
need to harmonize the ministries number of civiivaets with the records held by the
National Civil Service Commission (NCSC). The sameuld assist in establishing the
monthly and yearly payroll amount. The fact remdiret all government institutions have no
permanent records of the Assets inventory, theexds@ payrolls are not consistent with
approved structures and numbers by the National Service Commission and nor are the
operational workplan available as to determinirgdbsts involved.

29.The TFG has not instituted nor does it enforce itltegrity institutions (AGO, OAG) in
undertaking comprehensive and transparent finanw@agement systems. As a result, there
has been an irregular mode of payment within theegunent structures. A case in point is
the withdrawal of US $20,810,775 by known individueand whose expenditure is
guestionable. Records available indicates the naafethe individuals however, their
expenditure accountability could only be verifigttdugh interrogation. This requires an
investigation towards establishing the actual biersefes of the withdrawal.
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Expenditure Analysis

30.The expenditure for the half-year is US $28,033,1T8is is against the estimates
expenditure provision of US $49,284,450. The défere between the two is an under
expenditure of US $21,251,337. However, there amaesoffices which overspend their
estimates provision by over hundred percent sucBffise of the President, Office of the
Prime Minister, Ministry of Defense and Ministry &fnance. The financial discrepancies
arising from the half year expenditure are as cédié in figure — 5 below.

Figure — 5: First Half Year Expenditure

$28,097,500 $23,646,838 (4,450,662) 16%
I T TR (2031500 INA2951673 IN(7351827) Iis6v6l
1,315,000 479,914  (835,086) 64%
IS 1) 040,450 ) [ (8407450) JN00%61
$33,284,450 $25,422,425 ($7,862,025) 24%
I [ I N
[ Administation & General Servicde eyl S AR S
6,894,040 - 6894040 100%
I VIS 0612231210 S [6;225210 Ji00%1
$16,000,000 - $16,000,000 100%
- 1203311 1203311 100%
[ Private Companies Expenarul P e
- $754087  $754,087 100%
o Other Expendiuds SISO E I A T
$49,284,450 $28,033,113 ($21,251,337) 43%

Source: MoF/CBS

Recurrent Expenditure
Administration, Economic, Social Services Clusterd Mode of Disbursements

31.The Administration and General Clust@overs accounting code 100-125 and whose
expenditure for the period under review is US $28,838. The difference between the latter
and the budgeted estimates is under expenditutéSo$4,450,662 (US $23,646,838 — US
$28,097,500) and which translates into 16% defi€lie mode of disbursements is as
reflected below figure - 6, 7, 8, and 9.
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Figure -6: Administration and General Services &ntdde of Disbursement

[ Administration and General Services Cluster
Months Estimates Total Actual Individual Cash Purported Official
Expenditure Withdrawals Cash Payments
. $1.87395%5  $1267155 $606,800

2,122,557 1,719,485 403,072

4575927 3341617 1234310

4,524,442 3,887,017 637,425

5078865 4441704 637161

June 5,471,092 4,378,210 1,092,882

CIFGEME  $28,097,50C $23,646,838 $19,035188 $4,611,650

Source: MoF/CBS

32.The expenditure spread was between two itemdiyvidual cash withdrawalsand some

purported official cash (stipend) paymerithe individual withdrawals amounted to US
$19,035,188 while the purported official cash pagtaewere only US $4,611,650. As
regards individual withdrawals, their respectivpenxditure documentary evidence analysis
was not availed for further scrutiny. However, fvanty available documents reflected some
substantial amounts of cash individual withdrawd an regularized repeats (daily, weekly,
monthly) and without any breakdown. The purport#itial cash payment of US $4,611,650
was also through individual withdrawals; howevlg scanty available documents supported
it as stipends payments. The payroll should bded&or its confirmation.

33.The Economic Service Clustestimates budget is US $2,031,500, and which @natgan
actual expenditure of US $1,295,673. The defidsirag therefrom is US $735,827 and
which translates into 36%.

Figure — 7: Economic Services and Mode of Disbuesgm

I Economic Services Cluster

Months Estimates Total Actual Individual Cash Purported Official
Expenditure Withdrawals Cash Payments

- 44423  $44423 -
176,427 176,427
—_—_

Source: MoFICBS

12



34.The Social Service Clustestimates budget is US $1,315,000 and which isnagan actual
expenditure of US $479,914. The deficit arisingréfrom is 64%.

Figure — 8: Social Service and Mode of Disbursement

[ Social Services Cluster

Months Estimates Total Actual Individual Cash Purported Official

Expenditure Withdrawals Cash Payments
- $5000 5000 -
45,481 45,481

March __——

Source: MoFICBS

35.The mode of disbursements for the above econondcsanial clusters on figure — 7 and 8
were also characterized by individual cash withdidavand the respective expenditures are
yet to be confirmed. The documents available didcoatain the actual expenditure analysis.
The two clusters contain ministries that are chéngéh the development programs of the
country, and whose nature of budgetary provisiorcapital intensive. The expenditure
requires a long process of scrutiny and the paysnehich are in substantial in nature are
normally through check payments. Consequently, daes not require the mode of cash
payments but third party check payments.

36.The overall the individual cash withdrawals is ab®R%, while the purported official cash
payment was 18%. The expenditures of economic acdalsclusters were all a hundred
percent cash payment (100%)his is not conventional with the standards of nuang
government budgets as a result requires ParliaraedtDonors attention for change

37.Figure - 9 below reflects cash withdrawals amountm US $28,033,113 and whose source
of Authorization was not identified, but the indivial names are on records.

Figure — 9: Summarized Clusters and Mode of Disbunents

Clusters Actual Mode of Individual | Authority
I 590 g e
| Administration & General Servicd 7R REIF ot O P T
$1,295,673 Cash Known Unknown
| Social Serviced R ZEER e L R T T T
I . oI, (1120831 SN IKswi MUkiowi
$754,087  Cash Known  Unknown
| Private Companie R LR PRI e L T T T
$28,033,113 $28,033,113

Source: MoF/CBS
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38.The detailed individual and purported cash withdgisware as reflected in table — 2, and in
respect of each line ministries and institutions.

Other Expenditure

39. Other expenditures and which were not factored thto estimates budget amounts to US
$2,610,689. In spite of their non-factoring the dstigation team has regularized their
expenditure into the budget. They consist of Igmalernment (US $1,203,311), Central bank
(US $754,087), and private companies (US $653,29Me expenditure provision for the
local government was 15% commission from the PdrtMogadishu. The breakdown
expenditure was not available to ascertain the amo@is regard to Central Bank US
$754,087 was the 2% chargeable commission frorthalgovernment banking deposits and
its breakdown was not available.

40.The private companies involved were air telecommation, motor vehicle, hotel
accommodation, and air travel but details of inesiavere not available to quantify their
respective amounts. Figure-10 below details thentmy analysis.

Figure — 10: Private Sector

$47,171  $35819 $70,097 $26205 - - $179,292
24,761 5,451 7,769 21,439 - 59,420
Ca7ss 146 231 - - - 8650
3,841 5,775 3,322 - 12,938
T 1s00 1940 1008 - - - 4448
- 11,446 75,660 9,894 - 75587 172,587
I 2] | [N I || 2|

Nur Ali Bubal — Motor
Vehicle Compan - 34,532 20,855 84,196 - 139,583

____-__
$82,056 $172,832 $181,082 $141,734 - $75,587 $653,291

Source: MoF/CBS
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41.The below figure-11 is a summarized fashion betwten estimates and the respective
cluster expenditures. The net effect is an und@eediture of US $5,251,337 and which
translates into 16% under funding for the periodarnreview.

Figure -11: Summarized over/under-expenditures

Clusters SNEIES Actual Variation
Expenditure

Admlnlstratlon & General SerV|c $28,097,500 $23,646,838

___
$1,315,000  $479,914
[ Contingencyf s EEEN
- $1,203,311
| cCentralBan{i e

- $653,291

I 1 $33,284,45C $28,033,113  $5251,337

Source: MoF/CBS

42.The expenditure percentage variations on the iddali cash withdrawals, purported official
cash against the estimates clusters are summanizbd below figure-12. From the figure -
12 the individual cash payments against the estisnat 70% while the purported official
payment is 14%. This is a financial breach of managnt and which the Parliament and the
donors should readdress with urgency.

Figure-12: Budget Estimates and Disbursements Peages

Clusters Estimates Individuals Purported Total %
Official Cash
Payments

$28,097,500 $19,035,188  $4,611,650 $23,646,838 68% 16%
Services|

EEIRITRETTE (2031500 (2051673 Iy 2067673 [edvs e

1,315,000 479,914 - 479,914 36%
______

Other Expendlture - $2,610,688 - 2,610,688 100%

------

Source: MoF/CBS

43.In spite of the overall under spending, more cahttéons of over and under expenditure are
to be found against each ministry/institutions fasxn on table -3.
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Administration and General Service
Cluster

Office of the President

Office of the Speakel
Members of Parliamen
Office of the Prime Minister
Ministry of Foreign Affairs
Embassies

Ministry of Defense

Armed Forces

Ministry of Interior and National
Security

Police Force

Custodian Corps
National Security Force
Immigration Department

Ministry of Finance and Treasur
Ministry of Planning and Internatione
Co-operation

Ministry of Justice, Endowment &
Religious Affairs

Benadir Court

Judiciary Service Committer
High Court

Attorney General

Solicitor General
Ministry of Constitution &
Reconciliation

National Constitution & Federal Affairs
National Reconciliation Commissiol
Accountant Genera
Auditor General
Central Bank

Sub-Total

Economic Service
Ministry of Water, Mineral, Energy &
Petroleum

Ministry of Posts & Information

Ministry of Agriculture & Livestock
Ministry of Air, Land, Ports & Marine
Transport

Civil Aviation Authority
Port Agency

Shipping Agency
Ministry of Public Work &
Reconstruction

Ministry of Fishery & Environment
Ministry of Industry & Commerce
Sub-Total

Social Services
Ministry of Education & Higher
Education

Ministry of Health & Public Care
Ministry of Social Affairs, Labour &
Sport

National Civil Service Commissior
Ministry of Women & Family Affairs
Sub-Total

Contingency
Grand Total

Total
383,167

155,000

697,643

2,800

600

R A R R A A - < - I R - A - < - A - A - B - B R - - O - A - . < )

1,873,955

40,343
1,080

3,000
$ 5,000

$1,923,378

Table — 2: Individuals and Purported Cash Withdrawal

January

Individual
$ 383,167

697,643

2,800

600

$ 1,267,155

40,343
1,080

3,000
$ 5,000

$ 1,316,578

Official

155,000

$ 606,800

$ -

Total
234,276

67,675
107,947
140,141

10,847

133,472
57,200
26,520

163,630
26,700

994,506
13,740

20,657
9,679
9,660

39,619
9,831

15,724
9,820
9,822
9,821

11,270

B B B B B B B B B B B B B B BB B B B B B BB B B B B B

2,122,557

15,734
70,286
15,665

32,635

18,662
18,595
4,850

$ 176,427

4,850
4,850

21,109
9,822
4,850

$ 45481

$ 60880 $ 2,344,465

February

Individual Official

$ 234,276 =

- 67,675
104,347 3,600
15,474 124,667
10,847 -

133,472 -
- 57,200
26,520 =

13,700 149,930
26,700 -

994,506 -
13,740 -

20,657 =
9,679 =
9,660 =
39,619 =
9,831 =

15,724 -
9,820 -
9,822 -
9,821 -
11,270 -

$ 1,719,485 $ 403,072

15,734 -
70,286 -
15,665 -

32,635 -

18,662 =
18,595 =
4,850 =
$ 176,427 $ S

4,850 -
4,850 -

21,109 -
9,822 -
4,850 -
$ 45,481 $ -

$ 1,941,393 $ 403,072

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

Farmaajo Admirastrati

Total
562,564

24,850
1,069,008
176,531

43,096

191,107

91,366

160,270
43,140
10,752

2,074,253

15,660

17,657
9,619
19,238
9,831

15,721
9,820
11,793
9,821
9,830

$4,575,927

15,734
63,261
15,665

19,690

17,000

15,662
18,596
19,554
$ 185,162

35,348
26,402

21,109
9,821
34,570

$ 127,250

$ 813

March

Individual
$ 562,564

156,894
39,455
43,096

191,107

91,366

43,140
10,752
2,074,253

15,660

17,657
9,619
19,238
9,831

15,721
9,820
11,793
9,821
9,830

$3,341,617

15,734
63,261
15,665

19,690

17,000

15,662
18,596
19,554
$ 185,162

35,348
26,402

21,109
9,821
34,570

$ 127,250

$ 3,654,029

Official
24,850

912,114
137,076

160,270

$ 1,234,310

$ 1,234,310

R A - R R A < A - I < A - A - A A R - I - - A - A - B - A R - - A - A - . <)

$

Total
175,421

61,225
159,641
267,250

23,636

299,878
430,950
152,626

170,100

43,140

29,622
2,571,083

15,660

21,533
9,619
19,238
5,950

30,417
7,913
3,880

15,830
9,830

4,524,442

17,697
178,082
15,665

21,670

28,462
13,746
15,674
290,996

17,644
18,895

23,053

9,822
16,884
86,298

$ 4,901,736

April

Individual
$ 175,421

24,850
159,641
267,250

23,636

299,878

152,626

43,140
29,622
2,571,083

15,660

21,533
9,619
19,238
5,950

30,417
7,913
3,880

15,830
9,830

$ 3,887,017

17,697
178,082
15,665

21,670

28,462

13,746

15,674
$ 290,996

17,644
18,895

23,053
9,822
16,884

$ 86,298

$ 4,264,311

Official

36,375

430,950

170,100

$ 637,425

$ -

$ 637,425

Total
777,802

61,849
601,905
135,800

20,636

387,862

21,672

$

$

$

$

$

$

$

$

$

$ 175,770
$ 43,688
$ -

$ 14,820
$ 2,710,039
$ 15,660
$

$

$

$

$

$

$

$

$

$

$

$

$

17,653
9,619
19,238
9,836

19,566
11,793
11,830
11,827

5,078,865

17,697
62,680
19,600

21,670

200,000

24,812
18,596
15,674
$ 380,729

27,904
18,895

29,485

9,822

16,484

$ 102,590

$ 5,562,184

May

Individual
777,802

61,849
140,514
135,800

20,636

387,862

21,672

43,688
14,820
2,710,039

15,660

17,653
9,619
19,238
9,836

19,566
11,793
11,830
11,827

4,441,704

17,697
62,680
19,600

21,670

200,000

24,812
18,596
15,674

$ 380,729

27,904
18,895

29,485
9,822
16,484

$ 102,590

4$925,023

Official

175,770

$ 637,161

$ -

$ -

$ 637,161

Total
672,041

61,188
1,100,727
234,250

27,936

273,391

61,416

170,100
44,640
14,820

2,677,815

15,660

24,333
9,820
5,942
7,950
5,950

22,663
11,793
16,830
11,827

L T R - R - B - - - - A - B - B B - N - B -~ B - B - B - - - SR R - A - B - - A - - B -

5,471,092

21,172
101,067
19,600

24,206

17,621
18,596
15,674
$ 217,936

27,645
18,895

29,490
3,880
33,385

$ 113,295

$ 5,802,323

June

Individual
672,041

61,188
177,945
234,250

27,936

273,391

61,416

44,640
14,820
2,677,815

15,660

24,333
9,820
5,942
7,950
5,950

22,663
11,793
16,830
11,827

Official

170,100

$ 4,378,210 $ 1,092,882

21,172
101,067
19,600

24,206

17,621
18,596
15,674

$ 217,936 $

27,645
18,895

29,490
3,880
33,385

$ 113,295 $

$ 470944 $ 1,092,882

L A AR - - - - - A - B B A N - B - B - B - B - A A A R o - - B -

R R R < - T - B - B - B - B <2

R e A e B R A <

Total

2,805,271

276,787
3,523,578
980,542
126,151

1,406,535
488,150
353,600

994,870
201,308
70,014
11,725,339

79,180

101,833
20,099
44,459

105,283
41,398

107,091
27,553
49,081
64,132
54,584

23,646,838

88,034
515,719
87,275

119,871

217,000

108,219
88,129
71,426

1,295,673

115,391
87,937

124,246

43,167
109,173
479,914

25,422,425
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Table - 3: Summary of Budget Allocation and Expenditure

Farmaajo Administration - 2011

4

|

}

B

|

Revenue Code Recurrent Budget Capital Budget Expenditure Revenue Receipts
Domestic External Domestic External Personnel Capacity
100 Revenue Assistance Revenue Assistance Total Services Goods & Services| Fixed Assets Building Construction Allocation Expenditure
Administrative & General $ 14,954,450 | $ 18,330,000 $ 16,000,000 $49,284,450 -
Office of the Presidency 111 678,000 - - 678,00( 160,00( 518,00(¢ - 678,00( 2,805,271
Office of the Parliament | 112-01 450,00(0 - - 2,882,75( 3,332,75( 150,00( 300,00(¢ - 3,332,75( 276,787
Members of Parliament
(Allowance) | 112-02 1,980,00(0 1,980,000 - 3,960,00( 1,980,00( - 3,960,00( 3,523,571
Office the Prime Minister 113 420,000 - - 420,00( 130,00( 290,00( - 420,00( 980,547
Ministry of Foreign Affairs | 114-01 138,000 - - 138,00( 72,00( 66,000 - 138,00( 126,151
Embassies | 114-02 900,000 - - 900,00( 540,00( 360,00(¢ - 900,00(
Ministry of Defense | 115-01 126,000 - - 126,00( 72,00( 54,000 - 126,00( 1,406,536
Armed Forces | 115-02 1,680,00(0 12,432,00(¢ - 14,112,00( 12,432,00( 1,680,000 - 14,112,00( 488,15(
Ministry of Finance & Treasury 116 438,000 - - 438,00( 259,00( 179,00( - 438,00( 11,725,34
Ministry of Interior & National
Security | 117-01 198,000 - - 198,00( 108,00( 90,00( - 198,00( 353,601
Police Force | 117-02 990,000 3,300,00( - 4,290,00( 3,300,000 990,00( - 4,290,00( 994,87(
National Security Force | 117-03 90,000 480,000 - 570,00( 480,000 90,00( - 570,00( -
Immigration Department | 117-04 66,00(0 - - 66,00( 66,00( 36,000 - 66,00( 70,014
Ministry of Planning &
International Cooperation 118 114,000 - - 114,00( 60,00( 54,000 - 114,00( 79,18(
Ministry of Justice, Endowment &
Religious | 119-01 226,000 - - 226,00( 111,00( 115,000 - 226,00( 101,832
Custodian Corps | 119-02 109,500 138,00( - 247,50( 138,00( 109,50( 247,500 - 247,50( 201,308
Benadir Court | 119-03 84,000 - - 84,00( 36,00( 48,00(¢ - 84,00( 20,099
Judiciary Service Committee | 119-04 84,00( - - 84,00( 36,00( 48,000 - 84,00( 44,459
High Court 120 84,000 - - 84,00( 36,00( 48,00(¢ - 84,00( 105,283
Attorney General 121 84,000 - - 84,00( 36,00( 48,00(¢ - 84,00( 41,398
Solicitor General 122 84,000 - - 84,00( 36,00( 48,00( - 84,00(
Ministry of Constitution &
Reconciliation | 123-01 186,000 - - 186,00( 96,00( 90,00( - 186,00( 107,091
National Constitution & Fed.
Affairs | 123-02 192,000 - - 192,00( 144,00( 48,00(¢ - 192,00( 27,553
National Reconciliation
Commission | 123-03 192,000 - - 192,00( 144,00( 48,00(¢ - 192,00( 49,081
Accountant General 124 90,000 - - 90,00( 42,00( 48,00(¢ - 90,00( 64,132
Auditor General 125 84,000 - - 84,00( 36,00( 48,00(¢ - $ 84,00( 54,584

Sub-total

$ 9,767,500

$

18,330,00(

$ 288275C $

30,980,25(

$ 20,700,00( $

5,453,50(

$ 247,50C

$  30,980,25(
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Sub-total

Social Services

2,031,50C

3,821,60(

4,438,64C $

10,291, 74(

$ 1,153,00(

878,50(

2,415,64C

1,005,00C

3,469,90(

Farmaajo Administration 2011
Revenue Code Recurrent Budget Capital Budget Expenditure Revenue Receipts
Domestic External Domestic External Personnel Goods & Capacity
200 Revenue Assistance Revenue Assistance Total Services Services Fixed Assets Buildin Construction Allocation Expenditure

Economic Services #
Ministry of Water, Mineral,

Energy & Petroleum 211 186,000 - - 681,600 867,60( 96,00( 90,000 281,600 400,000 - 867,60( 88,034

Ministry of Posts & Information 212 319,00( - - 350,000 669,00( 187,50( 131,50( 200,000 150,000 669,00( 515,719
Ministry of Agriculture &

Livestock 213 222,000 - - 1,375,840 1,597,84( 120,00( 102,00( 900,940 140,000 334,90( 1,597,84( 87,275
Ministry of Air, Land, Ports &

Marine Trans. | 214-01 234,000 - - 215,000 449,00( 132,00( 102,00( 100,000 115,000 449,00( 119,870

Civil Aviation Authority | 214-02 102,500 - - 102,50( 54,50( 48,000 102,50(
Port Agency | 214-03 278,000 - - 278,00( 203,00( 75,000 278,00( 217,00(
Shipping Agency | 214-04 84,000 - - 84,00( 36,00( 48,000 84,00(

Ministry of Public Work &

Reconstruction 215 204,000 - 3,821,600 4,025,60( 108,00( 96,000 683,100 3,135,00( 4,025,60( 108,222
Ministry of Fishery &

Environment 216 216,000 - - 450,00( 666,00( 120,00( 96,000 250,000 200,000 666,00( 88,129

Ministry of Industry & Commerce | 217-03 186,000 186,00( 96,00( 90,000 186,00( 71,424

$ 8,925,54C

1,295,671

Ministry of Education & Higher
Education 311 307,000 - - 1,742,000 2,049,00( 160,00( 147,000 117,000 625,000 1,000,00( 2,049,00( 115,391
Ministry of Health & Public Care 312 301,00( - - 3,060,35( 3,361,35( 160,00( 141,00( 535,92( 524,43( 2,000,00( 3,361,35( 87,937
Ministry of Social Affairs, Labour
& Sports | 313-01 398,00(¢ - - 1,420,860 1,818,86( 207,00( 191,00( 420,860 1,000,00( 1,818,86( 124,247
Civil Service Commission | 313-02 155,000 - - 155,00( 107,00( 48,000 155,00( 43,168
Ministry of Women and Family
Affairs 314 154,000 - - 154,00( 75,00( 79,000 154,00( 109,172
Sub-total $ 1,315,00C - $ 6,223,21C 7,538,21( 709,00 $ 606,000 $ 652,92C $ 1,570,29C $ 4,000,00( 7,538,21( 479,914
Other Contingenc 400 1,840,450 - - 1,840,45( 1,840,45(
Sub-total $ 1,840,45C - - - - - - - - -
GRAND TOTAL $ 14,95445C $ 22,151,60(C - $ 13,544,60C 48,810,20( $ 22,562,000 $ 6,938,00C $ 3,316,06C $ 257529C $ 7,469,90( $  49,284,45( $25,422,425
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Balance of Payments

44.The economic necessity of keeping balance of patsneatords is inescapable. It is the
financial barometer that assists in ascertainiregg ébonomic solvency of a country, as it
involves all total exports and import receipts, coencial borrowings (in domestic and
external), donor support (bilateral and multilakgrall other indirect revenue receipts. Their
reconciliation of the balance of payments is thendade of the Ministry of Finance, Central
Bank, Office of the Accountant and Auditor Generahis assists the government and
Parliament towards formulating economic developnpeagirams.

45.The TFG balance of payments consists of the goventshdomestic revenue generations
and donor support (external receipts)yhe total receipts of all the revenues and the
expenditures must tally with the records maintaibgdhe central bank and the respective
government’s ministries and institutions. The coynis not re-servicing any external
commercial loans or domestic borrowings. The baaoic payments for the period under
review is as captured in figure — 13.

46.Figure — 13 reflects the investigated actual doimestd donor revenue receipts received by
the TFG. The budgetary provisions maintained by MaF, must tally with the records
maintained by the CBS and whose details are refleat figure - 13. The total receipts
amounts to US $31,760,704 and the same figure miateigiclude the opening balances. The
difference between the estimates and gross revenaedeficit of US $17,523,746 (US
$49,284,450 — US $31,760,704). However, furtheomeiliations on the country’s balance
of payments reflect a rift of financial diversityhe CBS revenue receipts for the period
under review and from both the domestic and doramtfamounts to US $26,361,270. The
difference between the investigated reconciliadaod the CBS is occasioning a deficit of US
$5,399,433 (US $26,361,270 — US $31,760,704). Tdusefirms that the TFG lacks
transparent and effective financial management thiedeby being not able to maintain
correct records for the balance of payments. Thesiigated reconciliation is financially
factual as opposed to the CBS records. The difter&etween the two and amounting to US
$5,399,433 is reflected in the below figure 13, ainich is self explanatory.

Figure — 13: Balance of Payments of Revenue Disareigs

Date Investigated | CBS Released Difference Remarks
Reconciliation Receipts

RENME  $2,991,239  $2991239 - Reconciled

Februar 3,116,281 2,313,564 802,717 Omission by CBS but recorded
B o~ e S G
Aprl 2,596,782 2,596,782 - Reconciled
e o n B nencel
June 5,461,780 5,361,780 100,000 Penalty on piracy money receipted and

recorded by CBS

~ $31,760,704  $26,361,270 $5,399,433 Total unaccounted receipts by CBS

Source: MoF/CBS
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47.Further discrepancies on the country’s balanceagiments would be confirmed after the
donor audit circularization report.

48.As regard the total expenditure for the period undeiew in respect of the country balance
of payments reflects further financial discrepasciehe investigated expenditure amounts to
US $28,033,112 while the CBS records reflect a sfidS $27,238,825. The difference
arising therefrom is a sum of US $794,287 and whia CBS did not register in their
accounting books. The omission was in the montRatifruary 2011 and which the bank did
not register for the corresponding revenue receiptsS $802,716 (see above revenue figure
— 13). The details of the balance of payments edipgne discrepancies are also captured in
figure — 14 below.

Figure — 14: Balance of Payment Expenditure Disarepes

Investigated Reconciliatio] CBS Released Receipty  Difference |
. $24900995  $2490995 -

2,726,405 1,932,118 794,287
_——

5,323,510 5,323,510

6,178,385 6,178,385

1 sesossi s2723882s 794287

Source: MoF/CBS

49.1n view of the above, the country’s conclusive bakof payments is not only irregular but
is contradicting. This is in relationship with thavestigated gross revenue receipts,
expenditures and the CBS recorded accounts. Theefig 15 below reflects the banks
closing balance for the month of June US $877,%8%le the records available from the
same capture a sum of US $34,185. However the tige¢ion report closes the month of
June with a balance of US $3,727,591.

Figure — 15: CBS Closing Balance

Expenditure
Investlgate §  $31,760,704  $28,033112 $3,727,591

. cBS] $26,361,27C $27,238,825 ($877,555)
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Investigative Remark

50. The first half year revenue investigative remanies a
I.  The domestic revenue budget was characterize bgrwoudflection of receipts;
II.  The domestic revenue sources were not alignedthétlactual potential amounts;
lll.  There was no documentary evidence on donor support;
IV.  The multilateral support (co-managed by UNDP) regsifurther investigation;
V. Donor circularization confirmation was never undeken;
VI. The Financial Standing Committee was never involuedthe budget scrutiny
management;
VII.  The revenue withdrawals were cash individualized.

The first half-year expenditure investigative reksaare:
I.  The overall expenditure was not within the budgghization provisions;
II.  Expenditure net effect was under funding;
lll.  In spite of the above some ministries over sperittwthers under spend;
IV. There was no Parliamentary approval to regularize bver and under spending;
V. There was no documentary evidence to confirm therektures;
VI.  The expenditures were cash managed.

51. The incurred expenditure was also lumped up byrtimestry of finance and thereby making
it difficult for audit vouching and in respect dfe original budgetary provisions (personnel,
goods/services, fixed assets, constructions andcdgbuilding). These were the provisions
(reflected in the budget estimates) and within White expenditure was approved [rubber
stamped] by the Parliament. The deviation from Huglgetary provision requires and
explanation from the Ministry of Finance, Officetbke Accountant and the Auditor General.
Was the Parliament ever consulted in the budgetgement?
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Second Half Year Budget Review 2011
Dr. Abdiweli Mohamed Ali Administration (July — Bauober 2011)

Table-1: Budget for the Months of July — Decemig&r12
REVENUE

Domestic Revenue

Tax Revenu

Non-Tax Revenu

Total Domestic Revenu

Donor Fund
Bilateral Assistanc $25,000,000
Multilateral Assistance
Total Donor Funo $34,330,000
Total Revenus
EXPENDITURE
Recurrent Expenditure
Administration & General Service $28,097,500
Economic Service
Social Serviceg
Contingenc
Total Recurrent Expenditu $33,284,45(

Capital Expenditure

Administration & General Servicd $2,882,750

Economic Service

Social Services

Total Capital Expenditur

Total Expenditurg $49,284,45(

Surplus/Deficit

Source: MoF/CBS
Revenue Review

1. The second half year budgetary provision is aectdd in table-1. This was the budget
presented by the ministry of finance to the pargatfor approval. The investigation report
would however, not extensively cover the backgroumobduction as that was captured in
the preceding half year presentation. On the contrawill be with comparative budgetary
performance between the two the administrationst(fiend the second half year
administration respectively - Farmaajo and Dr. Addi).

2. The benchmark comparison is between the budgestimnates provision and the actual
realization performance. The statistical finan@afformance and the technical remarks are
reflected in figure - 1.
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Revenue Analysis
Dr. Abdiweli Mohamed Ali Administration (July 203IDecember 2011)

3. The revenue estimates for the second half year Was$ 49,284,450 while the actual

realization was US
Civil
Month Mogadishu | Aden Adde| Aviation | Appropriation
Port Airport Authority in Aide Total

$26,635,116.The
_____

occasioning deficit
$930,864  $220,960 $74,011  $1,225,835

therefrom us
$22,649,334  (US 3 S1954g84] 110997 | 521 SLaTAS0D
$2,091,281  $445,682 - $156,379  $2,693,342

$26,635,116 — U
$49,284,450).  $1,630,180  $308,619  $41,542  $135381 $2,115722
$2,053,657  $77,290  $51,043 $89,731  $2,271,721

The sources of the | pusssrr] ws61006/561 IE112831062 IINS92/585 IIIS4841904 ISI0/8681012

revenue
generation were from both the domestic and the dsnpport. The breakdown for the
domestic revenue is from the Port of Mogadishu @®5,561, Aden Adde Airport US
$1,283,962, civil aviation US $92,585, and otherereies (line ministries appropriation in
aide collection) US $484,904 and whose total amtwhiS $10,868,012. The donor support
was US $15,767,104 and whose bilateral assistamsédpr was assumed to be the United
Arab Emirates (UAE). The figure - 1 provides thensoarized fashion of the revenues and
percentage variations.

Figure — 1: Percentage Variation

1. DomesticRevenue PR
$13,489,450 - $13,489,450  100%
BRSO~ 1.465,000 10,383,108/ "8,918,108|609%
- 484904 484,904  100%
I ¢TI T REVEN | $14,954,450 1 $10,868,012/ 114,086,438 |1 27%
I

2 DonorFunded |
$25,000,000 $15,767,104 9,232,896  37%
| = Multilateral Assistance  IEIREDUNVEE P e gl 0

RReI IR o] lRNas[ST $34,330,000 $15,767,104 18,562,896 54%
CERRCIRESET, 1$40,284,450 1$26,685,11€ 1$221649,384 N46%|

Source: MoF/CBS

4. The estimates provision from the tax revenue wdsaha@ll realized. The non tax revenue
clusters realized a performance of 609% over cidlec The ministry did not factor
appropriation in aidrealizable by the line ministries and whose acpgaformance was US
$484,904 and which translates into a 100%. Howetles, is within the non factoring
provision. The overall domestic revenue deficit foe second half year and against the
estimates provision, translates into 27 percent/@percent realization.
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5. The revenue collection disparities are far yetedarmonized by the ministry of finance and
the central bank. The financial recurrent errogtsties as far back as 2009 and as late as this
second half year of 2011. This is in spite of tbatmuous advisory services from the public
financial management unit.

6. A classic example, of the financial disparities viell captured by the police routine
investigation reports and the MoF/CBS. The polioeestigation reports the revenue
generated from KM.50 (US $20,121) yet the ministfyfinance maintains non revenue
collection. It is unbelievable how the ministry mi@ins non revenue collection from the
airstrip for this fiscal year and the yet they aolstevenues in the previous years. The figure
-2 and 3 reflects the comparative sources of rezenu

Figure-2: Routine Police Investigation

Institutions September| _October | November | December]| _ Total |
VERECIGII)  $1,079,404  $780,956 $1,306,371 $2,219,230 $1,516,826 $1,795,327 $8,698,114

[NINPNLLYNIOE 59,657 59,774 68410 191,908 60,359 62,207 502,315
! 1 1 | |

2,052 1,254 1,938 7,524 4,845 2,508 20,121

| OtherRevenuel i ) o
$1,141,113  $841,984 $1,376,719 $2,418,662 $1,582,030 $1,860,042 $9,220,550
Source: MoF/CBS/Police Record

Figure-3: MoF/CBS Actual Revenue Receipt
Institutions September| _October [ November | December|  Total |
VINECTIPIES ~ $945,695 $930,864 $1,354,884 $2,091,281 $1,630,180 $2,053,657 $9,006,561

YN 121,114 220,960 110,297 445682 308,619 77,290 1,283,962
| Civilaviation IRl ) el e e

Km.50 Airstrip - - - = 2 , -
CIELEEE 19681 74011 9721 156379 135381 89,731 484,904

$1,086,490 $1,225,835 $1,474,902 $2,693,342 $2,115,722 $2,271,721 $10,868,012
Source: MoF/CBS/Police Record

7. The total revenue for the second half year regsté&om the police investigation amounts to
US $9,220,550 while that of the ministry of finarered the CBS was US $10,868,012. The
revenue omissions and under collection betweetvtbesources should be placed before the
MoF for further reconciliation and thereby determgawho would be accountable for the
deficit.
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Donor Support
Bilateral and Multilateral

8. The donor support and as reflected the figure dvalwas characterized by budgetary under
performance. The estimates provision for the dildtassistance was US $25,000,000 but
the actual realized receipts were US $15,767,1T4is is occasioning a donor budgetary
deficit of about 37%. The factored multilateraliatsce provision was US $9,330,000 and
whose actual receipts of disbursements were ndizeda The non multilateral receipt
realization translates into a revenue deficit obwtb100%. This is in spite of the UNDP
donor assistance program and whose integrity of noibment is beyond reproach.
Consequently, the Ministry of Finance should expltdie underlying circumstances of the
non fund recipient; otherwise donor circularizatmnfirmation would be of necessity. The
overall donor support is a revenue deficit of aldotfo.

Capital Revenue

9. The status of the capital revenue expenditureépbca of the first half year review.
Summary revenue Surplus/deficit (Domestic and dongr

52.According to the figure-1 the TFG under collectdée testimated revenue budget by US
$22,649,334 (US $26,635,116 — US $49,284,450). Traisslates into budgetary revenue
funding receipts of about 54% performance and eitief 46%.

53.The above interpretation was reviewed within thetext of the TFG’s budget. However, the
budgetary review discrepancy analysis is to bedaarthe potential budget review.

25



Expenditure Review
Dr. Abdiweli Mohamed Ali Administration (July 202IDecember 2011)

10.The TFG expenditures are not in conformity with é#simates budget allocations. This trend
was also characteristic of the first half year egwi It cuts across all the line ministries,
integrity institutions and constitutional commissiobodies. The trend affects the
reconciliation interrelationship of the budgeteddancurred expenditures. It would be
difficult to isolate the expenditures in terms béir clusters of provision. For example, it
would be difficult to know how much was spent omgo@nel, goods and services, capacity
building, and Assets inventory from the consolidagégpenditures. Consequently the second
half year expenditure and of US $26,595,261 was iatg in compliance with the estimates
accounting codes of budget allocations.

Expenditure Analysis

11.The expenditure for the second half-year is US 32%5262. The expenditure is against the
estimates provision of US $49,284,450. The diffeecrbetween the two is an under
expenditure of US $22,689,188. The breakdown ofetkgenditure analysis is as shown in
figure - 4.

Figure — 4: Monthly Breakdown Analysis

Period Administration | Economic Social Local Private CBS Disaster Total
& General Services Services | Administration | Sector | Commission| Preparednes
Services

~ $5266,724 $218,265  $109537 $141512 $97,633  $120507  $105000  $6,059,178

[ August] 3,744,558 198,377 94,415 142,908 61,566 80,884 = 4,322,707

4731201 206690 104780 202942 244,035 111,764 60,000 5,661,502

2,492,534 118,705 62,356 312,564 65,216 50,226 - 3,101,601

e 1471311 111302 38938 243800 49056 3748 - 1,951,893

4571585 341,887 180,955 240,270 61,190 102,494 : 5,498,380

 $22278,003 $1,195227  $590,981  $1,283996 $578,695  $503361  $165000 $26,595,262

Source: MoF/CBS

12.The financial discrepancies arising from the secoalfl year expenditure are as reflected in
figure — 5. The overall, expenditure against theveste provision is US $26,595,262. This is
an under expenditure and whose breakdown is cotetiby three main clusters, and which
are recurrent, capital and others.

Administration and General Services, Economic and &ial Clusters

13.The total recurrent expenditure cluster for theiqueunder review is US $24,064,210 and
whose estimate provision was US $33,284,450. Treurment expenditure was 72%
performance of the estimate provision and a defit28%. However, there exist variations
amongst the respective cluster items. For exantipecorrelation between the expenditure
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of administration and general and the estimat&9%, economic services was 59%, social
services was 45% and contingency a 100%. At fabeevthe investigation concluded that
the expenditures within aforegoing were relativedpresentative of the budget. However,
documentary proof of the expenditures and varidgages of development programs would
be the final conclusive opinion. Meaning, payraduching, travel expenses, fuelling costs,
construction progress, capacity building, purcradeced assets, work plans etc.

14.The overall recurrent expenditure investigationoregranslates into total receipts of US
$24,064,210 against an estimates provision of US2831,450 and whose effect is a deficit
of US $9,220,240. This translates into an undeeedjture of 28% and with a performance
realization of 72%.

Figure — 5: Summarized Version of Expenditure

Expenditure

$28,097,500 $22,278,003 $5,819,497  21%
[ Economic Senvied e ISR P I
1,315,000 590,981  $724,019  55%
I o7 ee! 7840450 I (IS 8407450 IF00%0]
$33,284,450 $24,064,210 $9,220,240  28%
I N F N
[ Administration & General Servied St ia S R RS
6,894,040 - 6,894,040 100%
I o7 T 612231210 I 612231210 0%
$16,000,000 - $16,000,000 100%
- 1283996 1,283,996  100%
[ rivate Companies Evpendi L B L
503,361 503,361 100%
 isaster Proparedness Commi | CEUR SRR
- $2,531,052 $2,531,052 100%
—Half-Year Grand Total Budget Expendiuf Kl i S Pl PP

Source: MoF/CBS
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Recurrent Expenditure
Administrative, Economic, Social Services Clusterd Mode of Disbursement

15.1t appears the TFG is on sustainable perfectionrohg modes of payments. This is in view
of the fact that all the half first year paymentrevéransacted on cash payments and on an
individual basis and so is the second half yetrs ihconceivable how third party companies
could be paid a sum of US $578,695 in cash forrteats of the conventional standard of a
third party cheque payment. Notwithstanding thevabthe TFG should be compelled to
avail all the hard copy documentary evidence ofetkgenditures.

Figure — 6: Administration and General Service Gusand Mode of Disbursement
Administration and General Services Cluster
Total Individual Cash Purported Official

\Ylelslls] Estimated

Amount Withdrawals Cash Payments
$5,266,724 $4,627,785 $638,939
$3,744,558 $3,068,954 $675,604
$4,731,291 $4,056,912 $674,379
$2,492,534 $2,266,764 $225,770
$1,471,311 $1,391,311 $80,000
$4,571,585 $3,331,155 $1,240,430

el BloeEll $28,097,500 $22,278,003
Source: MoF/CBS

$18,742,881 $3,535,122

16. The individual cash withdraws under the Administnatand General Service cluster was US
$18,742,881 while the purported official paymenterev US $3,535,122. The total
expenditure amounts to US $22,278,003. As wouldobserved from the investigation
conclusive remarks it is unbelievable how the ntigi®f finance and the integrity offices
(OAG, AGO) allowed the mode of payment transactimngersist for the entire budget year.

Figure — 7: Economic Services and Mode of Disbuesgm
Economic Services Cluster
Total Individual Cash Purported Official Cash

\Ylelgls] Estimated

Amount Withdrawals Payments
$218,265 $218,265 -
$198,377 $198,377 -
$206,690 $206,690 -
$118,705 $118,705 -
$111,302 $111,302 -
$341,887 $341,887 -

el $2,031,500 $1,195,226 $1,195,226 -

Source: MoF/CBS
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Figure — 8: Social Service and Mode of Disbursement
Social Services Cluster
Amount Individual Cash Purported Official Cash

\Ylelgslla] Estimated

Withdrawals Payments
$109,537 $109,537 -
$94,415 $94,415 -
$104,780 $104,780 -
$62,356 $62,356 -
$38,938 $38,938 -
$180,955 $180,955 -
$1,315,000 $590,981 $590,981

Source: MoF/CBS

17.The above two clusters of economic and social garéi — 7 and 8, reflects individualized
cash transactions amounting to US $1,786,207. Tiere no purported official payments
but singular individual cash withdrawals. The witdndals were on a regular basis and
through individual repeats. The names of the imtligis are on record but what are unknown
were their principal Authorizing officers. The dié¢d breakdown expenditure analysis and
for each ministries and institutions is reflectedtable-2.

Other Expenditure

Figure- 9: Other Expenditures and Mode of Disbureain

July $97,633  $120,507 $141,512 $105,000
___———
244,035 111,764 202,942 60,000
___———

49,056 37,486 243,800

___——_
$578,695 $503,361  $1,283,996 $165,000 $2,531,052
Source: MoF/CBS

18.The breakdown details reflected on figure 9 areviddal cash withdrawals for the period
under review, and whose total amount is US $2,%21,0t is not financially prudent to pay
third party companies with cash withdraws saveubhocheque payments. However, this
happened under the watchdog of the ministry ofniteaand integrity institutions. The
payments were in respect of private companies amdhwamounted to US $578,695. The
figure - 10 below is self explanatory in respectt@ payment recipients.
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Figure — 10: Private Sector Payment

Septembe

- $55541  $20,627 $36,632 $22,280 -  $135080
19,063 6,025 22,858 28,584 15,176 41,950 133,656
s - - - - - 10000 10,000
_______
- 10,800 - 11,600 9,240 31,640
_______
- 18,500 - 18,500
_______

Nur Ali Bubal — Motor
Vehicle Compan 9,700 - 121,250 - 130,950

1 1 T

eicll $97,633 $61,566 $244,035 $65,216  $49,056  $61,190 $578,695

Source: MoF/CBS

Figure-11: Summarized Mode of Expenditure review

Individual Official

Adm|n|stratlon & General
Serwces

Economlc Serwce $2,031,500 $1,195,226 - $1,195,226 59%

' s1a15000  $50098L - S500981  4s% -
$1,840,450
Ciher Expendiuref SRR PP

Total $33,284,450 $23,060,140 $3,5635,122  $26,595,262 69% 11%

Source: MoF/CBS

19.The cash individual withdraws of US $23,060,140 #ralpurported official payments of US
$3,535,122 amounts to US $26,595,262. The percemagormance of the expenditure and
against the budget estimates translates into 80%e whe occasioning deficit is 20%.
However, this should not be misconstrued as beiagedible performance. On the contrary
the same translates into being individualized cestndrawals and whose expenditure
demands full disclosure of accountability.

20.The full disclosure accountability is on US $23,A8M and which was cash withdrawn by
known individuals however, with unknown Authorizingfficers, and above all whose
expenditure vouchers analysis were unavailableurA of US $3,535,122 was purported to
being official payments but the voucher analysidailke were equally unavailable.
Consequently, the entire expenditure should bentingevestigated.
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21.The figure 12 below is a summarized fashion betwiberestimates and the respective cluster
expenditures. The net effect is an under expereibfitUS $6,689,188 and which translates
into 20% under-funding for the period under reviélowever, the contradictions of over and
under-spending for each ministry/institutions aomtained on table-3Summary of Budget
Allocation and Expendituje

Figure — 12: Summarized over/under expenditures

Actual
Clusters Estimates Expenditure Variation

Adm|n|strat|on & General SerV|c $28,097,500 $22,278,003

———
$1,315,000 $590,981 |
- $1840450 -
- $1,283,996 |
& - $s0331
$578,695 |
_—_
$33,284,450  $26,595,262 $6,689,188

Source: MoF/CBS
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Table — 2: Individuals and Purported Cash withdrawa

Administration and General Service
Cluster

Office of the President
Office of the Speakel
Members of Parliamen
Office of the Prime Minister

Ministry of Foreign Affairs
Embassies

Ministry of Defense

Armed Forces

Ministry of Interior and National
Security

Police Force

Custodian Corps

National Security Force
Immigration Department

Ministry of Finance and Treasur
Ministry of Planning and Internatione
Co-operation
Ministry of Justice, Endowment &
Religious Affairs

Benadir Court
Judiciary Service Committer

High Court

Attorney General

Solicitor General

Ministry of Constitution &
Reconciliation
National Constitution & Federal Affairs
National Reconciliation Commissiol
Accountant Genera

Auditor General

Central Bank
Sub-Total

$

$

Total
624,170
61,188
557,876
134,050

20,636

330,022

26,522
175,770

45,238

14,820
3,026,071
15,660

61,484

19,490
61,928
9,830
9,836
26,863
9,820
11,793
11,830

11,827

5,266,724

$

$

July
Individual

624,170
61,188
94,707

134,050

20,636

330,022

26,522

45,238

14,820
3,026,071
15,660

61,484

19,490
61,928
9,830
9,836
26,863
9,820
11,793
11,830

11,827

4,627,785 $

Official

638,939 $

Total
470,520
65,633
482,996
189,579

15,846

187,026

67,312
225,770

45,238

14,820
1,825,561
16,085

19,591

9,660
24,318
9,830
9,836
19,667
9,820
11,793
11,830

11,827

3,744,558

Dr. Abduweli Administration

$

$

August
Individual

470,520
65,633
33,162

189,579

15,846

187,026

67,312

45,238

14,820
1,825,561
16,085

19,591

9,660
24,318
9,830
9,836
19,667
9,820
11,793
11,830

11,827

,068,954  $

Official

675,604

$

Total
460,600
61,188
503,032
193,677

22,637

273,231

41,522
220,100

44,640

14,820
2,738,126
22,460

19,591

9,660
19,318
9,830
9,836
19,663
9,820
11,793
11,830
11,827

2,090
4,731,291

$

$

September

Individual
460,600
61,188
48,753
193,677

22,637

273,231

41,522

44,640

14,820
2,738,126
22,460

19,591

9,660
19,318
9,830
9,836
19,663
9,820
11,793
11,830
11,827

2,090
4,056,912 $

Official Total
- 8 520,520
- 61,188
454,279 13,668
- 142,030

- 6,790

= 264,333

- 46,950
220,100 225,770

- 45,238

= 14,820
- 1,004,203
- 23,352

= 20,383

= 3,880
= 22,760
- 9,830
= 9,836
= 19,663
- 9,820
= 11,793
= 3,880

- 11,827

674,379 $ 2,492,534

$

$

October

Individual
520,520
61,188
13,668
142,030

6,790

264,333

46,950

45,238

14,820
1,004,203
23,352

20,383

3,880
22,760
9,830
9,836
19,663
9,820
11,793
3,880

11,827

266,764 $

Official

225,770 $

Total

271,650

49,750
30,000

27,346

176,317

39,473

80,000

17,940

9,000

752,588

5,749

11,498

471,311

$

$

November

Individual

271,650

49,750

30,000

27,346

176,317

39,473

17,940

9,000

752,588

5,749

11,498

,391,311

$

Official

80,000

$

$

Total

December

Individual

564,145 $ 564,145

91,335
944,760
335,930

38,682

191,477

41,523
315,870

103,577

14,820
1,530,605
63,344

36,312

19,320
38,636
15,780
15,792
34,476

9,920
19,715
23,960
19,774

101,832

91,335
20,200
335,930

38,682

191,477

41,523

103,577

14,820
1,530,605
63,344

36,312

19,320
38,636
15,780
15,792
34,476

9,920
19,715
23,960
19,774

101,832

4,571,585 $ ,331,155

$

Official

,240,430

Total

2,911,605

340,532
2,552,082
1,025,266

131,937

1,422,406

263,302
1,243,280

301,871

83,100
10,877,154
140,901

157,361

67,759
178,458
55,100
55,136
120,332
49,200
66,887
63,330
67,082

103,922
$ 22,278,003
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Economic Service

Ministry of Water, Mineral, Energy &
Petroleum
Ministry of Posts & Information
Ministry of Agriculture & Livestock
Ministry of Air, Land, Ports & Marine
Transport

Civil Aviation Authority

Port Agency

Shipping Agency

Ministry of Public Work &
Reconstruction

Ministry of Fishery & Environment

Ministry of Industry & Commerce
Sub-Total

Social Services

Ministry of Education & Higher
Education
Ministry of Health & Public Care
Ministry of Social Affairs, Labour &
Sport
National Civil Service Commissior
Ministry of Women & Family Affairs

Sub-Total

Contingency
Grand Total

21,172
101,075
19,624

24,503

17,622
18,596

15,674
$ 218,266

32,795
18,895
29,491

9,822
18,534

$ 109,537

$ 5,594,527 $

21,172 = 19,172
101,075 - 63,293
19,624 = 21,564
24,503 = 38,583
17,622 - 19,556
18,596 = 18,596
15,674 = 17,614
218,266 $ - $ 198,378 $
32,795 - 19,585
18,895 = 18,895
29,491 - 27,579
9,822 - 9,822
18,534 = 18,534
109,537 $ = $ 94,415 $

4,955,588 $ 638,939 $ 4,037,351 $

19,172
63,293
21,564

38,583

19,556
18,596

17,614
198,378

19,585
18,895
27,579

9,822
18,534

94,415

3,361,747

$

675,604

$

$

$

19,172
63,404
21,564

40,849

19,556
24,532

17,614
206,691 $

19,585
18,895
26,964
11,802
27,534

104,780 $

5082, $

19,172
63,404
21,564

40,849

19,556
24,532

17,614
206,691 $

19,585
18,895
26,964
11,802
27,534

104,780 $

4,368,383 $

674,379

$

$

31,982
11,497
4,850

4,850

22,795
24,632

18,099
118,705 $

24,288

4,850
14,684
18,534

62,356 $

,673,595 $

31,982 =
11,497 -
4,850 =

4,850 =

22,795 -
24,632 =

18,099 =
118,705 $ = $

24,288 =

4,850 -
14,684 -
18,534 =

62,356 $ = $

2,443.82 $ 225,770 $

57,687
16,714

36,901

111,302 $

14,735

22,703

1,500

38,938 $

,621,551 $

57,687
16,714

36,901

111,302 $

14,735

22,703

1,500

38,938 $

581, $

$

33,694
114,271
38,275

44,951

34,552
44,495

31,646
341,884 $

34,920
33,325
51,352
25,489
35,869

180,955 $

5,094,424%

33,694
114,271
38,275

44,951

34,552
44,495

31,646
341,884

34,920
33,325
51,352
25,489
35,869

180,955

3,853,994

$ 1,240,430

125,192
411,227
122,591

190,637

114,081
130,851

100,647
$1,195,226

121,620
114,298
162,939

73,119
119,005

590,981

$ 24,064,210
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Table — 3: Budget Allocation and Expenditure

Dr. Abdiweli Administration - 2011

Revenue Code Recurrent Budget Capital Budget Expenditure Revenue Receipts
Domestic External Domestic External Personnel Capacity
100 Revenue Assistance Revenue Assistance Total Services Goods & Services Fixed Assets Building Construction Allocation Expenditure
Administrative & General $ 14,954,450 | $ 18,330,000 $ 16,000,000 -
Office of the Presidency 111 678,000 - - 678,00( 160,00( 518,000 - - 678,000 2,911,605
Office of the Parliament 112-01 450,000 - - 2,882,750 3,332,750 150,00( 300,000 - - 3,332,75(¢ 340,532
Members of Parliament
(Allowance) 112-02 1,980,000 1,980,000 - 4 3,960,000 1,980,000 - - 3,960,000 2,552,082
Office the Prime Minister 113 420,000 - - . 420,000 130,00(¢ 290,000 - - 420,000 1,025,266
Ministry of Foreign Affairs 114-01 138,000 - - E 138,000 72,00(Q 66,000 - - 138,000 131,937
Embassies 114-02 900,000 - - E 900,00( 540,000 360,000 - - 900,000 =
Ministry of Defense 115-01 126,000 - - 4 126,000 72,000 54,000 - - 126,000 1,422,406
Armed Forces 115-02 1,680,000 12,432,000 - E 14,112,000 12,432,000 1,680,000 - - 14,112,000 -
Ministry of Finance & Treasury 116 438,000 - - g 438,000 259,00(0 179,000 - - 438,000 10,877,154
Ministry of Interior & National
Security 117-01 198,000 - - b 198,000 108,00( 90,000 - - 198,000 263,302
Police Force 117-02 990,000 3,300,000 - E 4,290,00(¢ 3,300,000 990,000 - - 4,290,000 1,243,280
National Security Force 117-03 90,000 480,000 - g 570,00( 480,000 90,000 - - 570,000 -
Immigration Department 117-04 66,000 - - g 66,00( 66,00( 36,000 - - 66,000 83,100
Ministry of Planning &
International Cooperation 118 114,000 - - g 114,000 60,00( 54,000 - - 114,000 140,901
Ministry of Justice, Endowment &
Religious 119-01 226,000 - - 4 226,00(¢ 111,00(¢ 115,000 - - 226,000 157,361
Custodian Corps 119-02 109,500 138,000 - E 247,50( 138,00( 109,500 247,500 - 247,500 301,871
Benadir Court 119-03 84,000 - - g 84,00( 36,00( 48,000 - - 84,000 -
Judiciary Service Committee 119-04 84,000 - - g 84,00( 36,00( 48,000 - - 84,000 67,759
High Court 120 84,000 - - 4 84,000 36,000 48,000 - - 84,000 178,458
Attorney General 121 84,000 - - g 84,00( 36,00( 48,000 - - 84,000 55,100
Solicitor General 122 84,000 - - E 84,000 36,000 48,000 - - 84,000 55,136
Ministry of Constitution &
Reconciliation 123-01 186,000 - - b 186,000 96,000 90,000 - - 186,000 120,332
National Constitution & Fed.
Affairs 123-02 192,000 - - b 192,000 144,00( 48,000 - - 192,000 49,200
National Reconciliation
Commission 123-03 192,000 - - E 192,000 144,00( 48,000 - - 192,000 66,887
Accountant General 124 90,000 - - g 90,00( 42,000 48,000 - - 90,000 63,330
Auditor General 125 84,000 - - E 84,000 36,000 48,000 - - $ 84,000 67,082
Central bank - - - - - - - - - - 103,922

Sub-total

$ 9,767,500 $ 18,330,00J

$ 2,882,750

30,980,25C

$

20,700,00C

$ 5,453,500

$ 30,980,250

$22,278,003
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Table — 3: Budget Allocation and Expenditure

Dr. Abdiweli Administration — 2011
Revenue Code Recurrent Budget Capital Budget Expenditure Revenue Receipts
Domestic External Domestic External Personnel Goods & Capacity
200 Revenue Assistance Revenue Assistance Total Services Services Fixed Assets Buildin Construction Allocation Expenditure
coonomesorvees || somsoo [ | seeosom _ssemew [ [ [
Ministry of Water,
Mineral, Energy &
Petroleum 211 186,000 - 681,600 867,60( 96,00( 90,00( 281,600 400,000 - 867,60( 125,192
Ministry of Posts &
Information 212 319,000 - 350,000 669,00( 187,50( 131,500 200,000 150,000 - 669,00( 411,227
Ministry of Agriculture &
Livestock 213 222,000 - 1,375,840 1,597,84( 120,00( 102,000 900,940 140,000 334,90( 1,597,84( 122,591
Ministry of Air, Land, Ports
& Marine Trans. | 214-01 234,000 - 215,00( 449,00( 132,00( 102,000 100,000 115,000 - 449,00( 190,635
Civil Aviation Authority | 214-02 102,500 - . 102,50( 54,50( 48,00( 1 1 - 102,50( -
Port Agency | 214-03 278,000 - . 278,00( 203,00( 75,00( 1 1 - 278,00( -
Shipping Agency | 214-04 84,000 - - 84,00( 36,00( 48,000 E E - 84,00( -
Ministry of Public Work &
Reconstruction 215 204,000 - - 3,821,600 4,025,60( 108,00( 96,00( 683,100 1 3,135,00( 4,025,60( 114,082
Ministry of Fishery &
Environment 216 216,000 - 450,000 666,00( 120,00( 96,00( 250,000 200,000 - 666,00( 130,851
Ministry of Industry &
Commerce 186,00(¢ - 186,00( 96,00( 90,00( 1 1 186,00( 100,649

Sub-total $ 2,031,50C $ 3,821,60(C $ 4,43864C $ 10,291,74( $ 1,153,00( 878,50 $ 2,415,64C $ 1,005,00C $ 3,469,90( $ 8,925,54C

Social Services

Ministry of Education &
Higher Education 311 307,000 - 1,742,000 2,049,00( 160,00( 147,00( 117,000 625,000 1,000,00( 2,049,00( 121,620
Ministry of Health &
Public Care 312 301,00( - 3,060,35( 3,361,35( 160,00( 141,00( 535,92( 524,43( 2,000,00( 3,361,35( 114,299
Ministry of Social Affairs,
Labour & Sports | 313-01 398,00( - 1,420,860 1,818,86( 207,00( 191,00( E 420,86(0 1,000,00( 1,818,86( 162,939
Civil Service Commission | 313-02 155,000 - - 155,00( 107,00( 48,00( E E - 155,00( 73,119
Ministry of Women and
Family Affairs 314 154,000 - ; 154,00( 75,00( 79,000 E E - 154,00( 119,004
Sub-total $ 1,315,00C : 6,223,21C 7,538,21( 709,00( 606,00( 652,92C $ 1,570,29C 7,538,21(
Other Contingency 400 1,840,45( - - 1,840,45( E E - 1,840,45( -

Sub-total $ 1,840,45C - = - -

GRAND TOTAL $ 1495445C $ 22,151,60C $ 13,544,60C 48,810,20( $ 22,562,000 $ 6,938,00C $ 3,316,06C $ 2,575,29C 7,469,90( $  49,284,45(
Source: MoF/CBS



Balance of Payments

22.As stated in the first half year report, the iniemtof balancing the domestic revenue, donor
support and expenditures is to strike a balancedlemof transactions and thereby
ascertaining the country’s financial status. Tdtaltinvestigated revenue of US $26,635,116
is in agreement with the total credit registeredttiyy CBS and of US $26,635,116. This in
effect translates into balanced revenue and foettiee half year. This is reflected in figure
13 below.

Figure - 13: Second Half Year Revenue

Reconciliation
__—
4,371,835 4,371,835
__—
2,823,387 2,823,387
o ommr2 2u7m2 -
5,364,780 5,364,780
I seesssae seeessue -

Source: MoF/CBS

23.As regard the total expenditure for the second yedir under review, the budgetary effect is
as shown in figure 14.

Figure — 14Second Half Year Expenditure

Date Investigated CBS Released Receipt Variation
Reconciliation

___

4,322,707 4,322,707
__—
3,101,601 3,101,601
1951893 1951893 -

5,498,380 5,498,380

] seeses2ez  seeseszez -

Source: MoF/CBS

24.1n view of the above, the country’s expenditure rpawt is in agreement. The investigated
reconciliation amounts to an expenditure of US $9256,262 and which is in agreement with
the CBS registered amounts (US $26,595,262).
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Figure — 15Summarized Balance of Payments

Expenditure

_——
CBS $26,635,116 $26,595,262 $39,854

25.Both the investigation reconciliation and the CB8 further in agreement in terms of total
revenue and expenditure for the second half yedihe closing balances from both
(investigation and CBS) are also in tally with tbi®sing balance of US $39,854 (US
$26,635,116 — US $26,595,262 — US $34,185).

Figure — 16: Closing Balance

Closing Balance $1December 201 $74039 |

I
$34,185
- %3983
$26,635,11€
. $265%262

Reconciliation Amoun $39,854

Source: MoF/CBS
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Investigative Remarks

26.The second half year is characterized by the semarnks of the first half report. However, it
is now time for effective discussions and implemaéinhs of the systems recommended. The
counter financial investigations should be reguakdiwith the first months of year 2012 and
be sustained throughout the year. This would begotéve financial investigation and which
shall attempts to avoid non recurrences of theipusvreported budgetary discrepancies.
The parliament and the donor community should lrg westrumental towards formalizing
the preventive structures and thereby accommodatiagsparent and accountable
management of the country’s budgetary controls.
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Potential Revenue Budget
Domestic Revenue

54. Notwithstanding, the budgetary inconsistenciesHgy Ministry of Finance, an investigation
undertaken reflects a totally different financiaesario. The financial investigation reveals
gross public financial mismanagement, and whosb/&ce review is found in the following
potential revenue budgets in figure — 1, 2, 3, 4n8 6.

55.Figure - 1 captures potential revenues realizeah fidferent ministries (appropriation in aid)
and which the Ministry of Finance had not factonei the budget. The total appropriation
in aide realized for the year is US $827,521. Tdussist of first half and second half year
collection of US $342,617 and US $484,904 respeltivihe ministries have however, a
larger revenue capacity if only effective and eéfit infrastructures of tax collection were
instituted. This unfolds in the subsequent budgatarestigation review.

56.Figure — 2 reflects line ministries and institusowhich are potentially feasible with the
revenue realization. Indeed, had the TFG put uiefft structures for exploitation of the
revenues and either under the respective line tnesgénstitution or created a tax Authority
regulator the amount realizable would be relatialgquate for a medium size development.

Figure - 2: Appropriation in Aide and Dividend Pat&l Earners

in Aid

_ ___—
H|gh Court
0000000000000 __—_
I Attorney General
0000000000000 __—_
_ District of Hamarweyne
__—_
Ministry of Water, Mineral
__—_
Ministry of Agrlculture &
Ministry of Public Works
e
Ministry of F|shery &
___—

Source: MoF/CBS
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57.A classic budgetary example is figure -3 below.e TBS is mandated to charge 2% tax
from all government banking deposits. The CBS walalg to realize actual receipts of US
$1,024,448. However, the potential chargeable amnawuld have been US $1,088,469.
Had the MoF instituted effective an efficient sttures of the banks’ capacity to collect the
revenue, more would have been realized and thdusube declared to the government as
dividend revenue. It's unfortunate that the CBS haser declared any dividend to the
government.

Figure — 3: CBS 2% Commission Charges

2% CBS Recorded
Months Total Amount Chargeable Commission Receip Variation
Banked Commission by CBS

NEUNELY  $3,006265  $60,125  $41798  $18328

$2,828,834 $56,577 $59,282 ($2,705)
.~ $7459,034  $149,181 $145246 $3934
$2,596,781 $51,936 $47,112 $4,823
- $6535588  $130,712  $126427  $4,285
$5,361,780 $107,236 $101,221 $6,015
$6,166,490 $123,330 $120,507 2,823
. $437183% 87437 80884 6553
$5,790,902 115,818 111,764 4,054
. $2,823387 56468 50226 6,242
$2,117,722 42,354 37,486 4,868
~ $5364,780 107,296 102,494 4,802
~ $54,42339¢  $1,088469 $1,024,448  $64,021

Source: MoF/CBS
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58.

59.

A further example is on figure — 4 where the Benddiministration is mandated to collect
15% from all revenue collected from the port andhkeal into the CBS account. The
administration collected US $2,487,307 againstatizable potential of US $2,559,903. This
is a further justification of abundance domestideptial revenue from the country. The
ministry of finance has to rise up to her mandagsponsibility of restructuring the TFG’s
budget otherwise the Parliamentary Committee shorgdntly intervene.

Figure — 4Benadir Administration 15% Port of Mogadishu Consitia Charges

15% Benadir
Total Amount Chargeable Administration

Banked (Mogadish Commission to Recorded
Months Port) Benadir Commission Variation
Administration Receipt

NEWIEY  $1405083  $210762  $210762 -

$1,006,589 $150,988 $149,826 $1,163
- $1,318450  $197,768 $196,881 = $887
$1,565,176 $234,776 $232,929 $1,848

- 81425423  $213813  $213,660 $154
$1,338,736 $200,810 $199,254 $1,556
$8,059,457 $1,208,919 $1,203,311 $5,607
945,695 141,854 $141,512 342

————
1,354,884 203,233 202,942
————
1,630,180 244,527 243,800
————

Source: MoF/CBS

Further investigation on the revenue generatiownaistencies are reflected in figure — 5.
The ministry of finance had factored budgetary neseestimates of US 2,930,000 while the
actual receipts realized were US $23,197,435. Thelgétary revenue deficit US
$20,267,435.

Figure - 5: Omitted Non-tax items TFG Budget - 2011 Farmaajo Dr. Abdiweli
Administration Administration
Source: MoF/CBS January — June | July — December

I~ Budget Estimates  Actual Receipts  Actual Receipts
$120,000

——_
2,520,000 12,284,327 10,383,108
I Y
140,000 190,000 340,000
180000 - -
$2,930,000 $12,474,327 $10,723,108
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60.The above cited actual revenues are not inclusival ahe sources of generation. Figure-6
below reflects two cluster capacities of potentelenue generation. The clusters tee-1
(high potential revenue) anter-2 (modest potential revenue) and whose total am@unt
about US $207,390,204. The third source of revaadeom external receiptsaand whose
total amount is US $122,660,000. Consequently,tdted potential revenue budget is US
$271,654,384. More details can be found in table —

Figure-6: Comparative Actual and Potential BudgetwBnue

Potential Investigation Budget January -Decembe  Tierl  Terz

Actual Domestic & Donor Reven
Realized for the Yea $57,568,299

Domestic Appropriation In Aid Collectd ==

Sub-Total Actual Domestic & Dond $58,395,820
Collection

Domestic Revenue Tier-1
Telecommunication Revenfi i P ERlnlnf
Diaspora Remittance 45,000,000

Marine Transpor

37,500,000
 Omshoershing R T
40,000

el o Puble Gooos & Serv N
[ SubTolalDomesticRevenueTie] | $179.10000¢ | 179,100,004
_———

Appropriation in Aid Potential Revenud
| | $28290,204 $28,290,204
- 1 { ] |
-~ s$e0000000
12,000,000
-~ 18660000
32,000,000
—_

| Grand—Total | | | $330,050,204

Less: Total Actual Domestic & Don
Collection

Net Revenue Surplus/Deficit $58,395,820 $271,654,384

Source: MoF/CBS
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Potential Domestic Revenue Justification
Tier-1

61. There are three majéelecommunication provide®ation Link, Hormud and Telecom) and
whose annual turnover is estimated $540,000,008.t&lecommunication industry does not
produce financial statements, though annual tumavesstimated to be at least twice as
large. The increasing competition between Somatiar‘ee mobile-phone service providers
has helped to reduce the costs of SIM cards andleqplone calls. Assuming that the TFG
factored a tax revenue charge of about 3 percemgadpbetween the three, the yearly
realizable budgetary support receipts are $48,600,0

62.The Somali residents in overseas reméstimated amounts of $1,500,000,000 through
money transfer operators (Hawala). Remittances cmwstitute the second largest domestic
revenues. There are about four major Hawala anthge¥inistry of Finance and the Central
Bank has not factored any revenue tax from thermiiances represent an important inflow
of resources to Somalia yet their development patememains largely untapped. The
estimated remittances, and if taxed would gendteecountry a revenue receipts of about
$1,500,000,000 @3% ($45,000,000). First and fostntlee Hawala must be registered by
the CBS and be subjected to continuous financiatitnong. This would ensure financial
management discipline to the country. BesidesHieala payment of annual corporate tax
(35%) net profit, the monthly value added tax, esypts monthly PAYE tax, they should
also charge a percentage tax revenue from the @nasemittances. The percentage rate
should be agreed among the CBS, the Hawala, MoRren&inancial Standing Committee
of the Parliament.

63. As regards revenue generation from khaistry of Air, Land, Ports and Marine Transpast
rank third most potential revenue clusters and Wwrace under the category of tier-1. It
consists of three major revenue sources and whielPart, Airport and Civil Aviation. The
Civil Aviation had been under the management of UN but as of/ tivdeas reverted to the
government. During the months of November and Déegnt collected US $41,542 and US
$51,043 respectively. According to the financiatistics potentials but yet to be confirmed
the authority has a potential capacity to geneafiteut US $80,000 and in each calendar
month of the fiscal year. Consequently, the reveameuable to year 2011 is US $960,000.
However, these would be vouched against the ope@dtresearch statistics like number of
aircrafts, landing and taking off, other chargedhtglities etc. The improvement made to the
authority by the UN guarantees the revenue capatitiie stated amount if not higher. The
Mogadishu Portis currently generating monthly average revenud$$1,343,243 and has
the capacity of graduating into US $2,970,000. Thnewth rate difference is about US
$1,626,757. The total potential revenue for onar yeeriod would therefore be about US
$35,640,000 (US $2,970,000 * 12). Statistical aesle reports shall confirm the potential
revenue estimate (ships docking in, docking offarge rates and other charges - this
requires operational statistical research anahggiert). This is again factored conservatively
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otherwise higher revenues are feasible. Huen Adde Airportis currently generating
monthly average revenue of US $87,478 and can atebly accommodate a sum of US
$100,000. The growth rate difference is about U,%42 and which is 14%. The total
potential revenue amount accruable from the airigddS $1,200,000.

64.1t should be noted that there are a number of ne@®mhich are not adequately reported, the
most important being thkevy on Khat This sector should be the fourth largest income
generating source of revenue.

A UN Monitoring Group Report states: “Kenya alonares more than $250,000,000 a
year from the export of Khat in Somalia. That wosligggest another $250,000,000 profit
is generated insider Somalia at the various stagéddistribution.” NGO Security
Programme

65.In retrospect, the Minister of Finance with the Whedge of the TFG Executive Branch
made an agreement in March 2009 with Kenyan govemrto tax exported Khat going to
Somalia on Kenyan soil. Although the specificstlué deal are ambiguous, the public is
aware that the MoF approved the collection of a &8ebased tax on foreign land. MoF
claimed a 10 percent tax cut but a source fromMimestry of Finance confided in me that
the tax cut was 15 percent if not more. This claan be validated through the records of the
Kenyan MoF. The amount collected on Kenyan soiléner, was roughly $25,000,000 (10
percent out of the $250,000,000). Internally the taut was 5 percent out of the
$250,000,000. Therefore, there was $12,500,00@ctelli with a grand total of $37,500,000
in 2009 which was purposely kept in the dark. Tben8li's Executive Branch and the MoF
deliberately failed to leave any traces of thi®infation on paper.

66. The Ministry of Fishery and Environmerbuld develop the infrastructures and logistics of
licensing international fishery companies to expltre resources in one of the longest and
busiest coastline in the continent. The licensess feould even realize more than the
provision of US $10,000,000. For example, if theGTWwent for international tender bidding,
least estimates of applicants cannot be less thasto@panies. Assuming each pays annual
license fees of about US $500,000 and which tréeslinto US $42,000 monthly the
government would be able to realize the factoregm@l revenue. The estimated budget
was US $680,000 and short fall arising therefron8f$9,320,000. This shall however, be
confirmed through operational research statisticgey/s.

67.The two non-tax revenuesamounts and of US $200,000 are potential feasilben
administrative charges of sale public goods/sesvared fees/penalties. The non-tax revenue
items have the financial capacity to generate biaageeceipts in excess of $200,000.

68.The justification for tier-1 revenue provision geation of US $179,100,000 is therefore
realistically feasible. The potential budget fastgrhas taken into account the TFG’s limited
technical and administrative capacities of not hgwiestructured all the ministries into fully
operational departments. However, the factored amswvithin of ease realization.
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69.

Tier-2

Tier -2 consist of ministries and institutions buhose potential capacities for revenue
generation are lower than those of tier-1. Thel {pdéential revenue realizable from the tier-
2 is about US $28,290,204. However, with efficiémtrastructures of management the
cluster tier-2 could raise more than what has Ipenided. The potential revenue provisions
for tier-1 and 2 are to be found on figure — 6.

70.The potential revenue comparison budget is captonefigure - 9 and in respect of each line

71.

72.

73.

74.

ministries and institutions. The investigative paital budget does not capture some of the
revenues factored into the estimated budget, bsitratonalized the provisions based on
envisaged realization. The revenue justificatioovggions are explained below.

Ministry of Finance The ministry of finance has been considereddwrrcollection from the
two tiers. The items included in tier-1 are of mpagential revenue sources while in those of
tier-2 are of modest amount. The budget revenuenalization by the Ministry of Finance,
though subject to further harmonization, appeacedapture the above clusters of domestic
revenue realization and whose comparison with titertial budget is captured in figure - 9.
MoF alone was to generate a revenue estimate mowié US $1,418,400 from theuster

of Tax on Income, Profit and Capital Gains, Excis, Sales Tax, Profit Tax from Business,
Stamp sales duty, Foreign import tax duties, and-tax revenuesand whose account
itemization is as reflected in table-1. The minfstifactored items of revenue generation are
not in aggregate compliance with the potential lidgmount. Neither does the potential
budget include all the factored revenue estimateahs. The ministry’s tax provision from
the informal sector and none factoring from the eptal corporate companies is
guestionable. Stamp sales and duties are clust@wtential revenue generation and yet the
ministry did not factor any provisions. The potahtiudget captures all revenue generating
accounts; however, the tax payable from salariegpl@yees) is not reflected. This however,
is realistically realizable but the potential budges not capture it. This is due to
unavailability of the monthly payroll statisticahi@ from the ministry of finance. There is
need to vouch the public and the private sectorgdaylhe ministry also did not factor
revenues from the potential budget and whose cgpecinot only feasible but is also of
substantial income. These are Remittances frordthgpora, Khat levy, and communication
taxes. The revenue provision omissions demand ladfatlosure from the ministry of
finance. Was it deliberate or accidental in viewcolossal sums of revenue?

Ministry of Foreign Affairs the ministry can realize the revenue reflectedhm potential
budget through overseas documentation processhgallocated budget should at least have
some corresponding revenue hence, the provisitt5a$20,000.

Ministry of Educationthe ministry can also realize the potential budgkcation through
private schools, colleges and universities redisina

Ministry of Water, Mineral, Energy and Petroleutie ministry has a higher potential
capacity of revenue generation, if all the sectorder her umbrella were fully exploited e.g.
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mineral exploration, water exploration etc. Howevmtroleum and allied products has the
potential capacity to generate the revenue provideélde budget. The MoF is yet to present
the actual amount realized from the sector.

75.Ministry of Agriculture and LivestockThe ministry of agriculture has the potential to
generate budget revenues and more so with agniabfiood tax imports and exports. Most
of the agricultural products consumed in Kenya Bkgar but originating from Brazil pass
through Somalia hence, attracting cross borderHaxvever, the country is yet to actualize
full agricultural commercial farming hence the retion of the estimates from US
$6,582,500 to US $6,262,500 and which translates5% drop.

76.Ministry of Public Works and Reconstructiohhe Ministry of Public Works realizes this
through contractor’s registration construction.

77.Ministry of Industry and Commerc&he Ministry of Commerce and Industry has larger
items of revenue generating capacity in view of iheolvement with local trade and import
taxation fees.

78.Ministry of Health and Public CareThe ministry can generate the allocated revenua fro
registration of practicing doctors, registratiordanedical clinics, subsides charges from the
public hospitals but at full commercial rate to tingions like AMISOM and private
companies.

79.Motor Vehicle DepartmentThe department collected revenue from issuancdriokr’s
license, motor vehicle registrations and many othensport related fees. The department
reported a total collection of US $5,006 an enyiear of 2011 as appropriation in aide as
shown in figure — 1. There is no register mairgdiby the clerks who kept and issued out
number plates to show the quantity received, gtyardsued and balance in stock. In the
absence of these, it is difficult to determine theshicles that did and did not do the annual
registration. It is against this background tha #mount realized was insignificant to the
factored estimates (US $1,860,000); however, thenpial is remains feasible in realizing
both the estimates and potential revenue.

80.Local government (Benadir Administratiohe budget revenue f@enadir administration
is accruable from the port of Mogadishu charges endactored at 15% of the total
collections. The port as over the years generaben/eathe 15%. However, the Benadir
administration could also generate more revena #ll it charges the services it renders to
the city. For example, issuing annual tradingrige water charges, electricity charges etc.
This should be independent from the port revenue.

81.Attorney GeneralThe Office ofthe Attorney Generakhould also levy legal administration
charges to the public. For example, birth certitBceegistrations, registration of companies,
company’s compliance charges (annual updating .fe€syure-10 (first and second half -
year) reflects some of the companies which muse leen perfected on registration and the
annual compliance charges. Are the companies amefifj0 officially registered, and if so
there is no revenue reflected in the budget.
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82.Immigration DepartmentThe provision for themmigration departmenis conservative in
view of the increased demand for passport, issyamrewal, replacement, visa etc. As
regards visas the budget factored revenue is adddiZzrom the visiting expatriates as well as
representative from the civil society into the coynThe basic charge rates are as shown
against this figure-10 and 11.

Figure -10: Basic charges

Levy ltems Number of Costs Per Year Amount
Service
Provisions

Issuanc ____

Renewa 12 $270,000

Replacemen ____

Visas 12 $270,000

Identification Registratio ____

Miscellaneous charges (Other Levie $103,305
4.2% round uy
S $2,467,304

Source: MoF/CBS

Figure-11: Basic Charges

Institutions Service Revenue| Yearly
Provisions per
Month
B - o v e

- T e  City Services  $10,000 12 $120,000

____

Auditor General (18 Ministries each Auditing $1,667 12 $20,000
$93 per month Services
- $190,000

Source: MoF/CBS

83.As at 2011 thegudiciary fined the confiscated piracy money a sum of USOf1@0 but the
factored amount are within the administration’oedfbility.

84.Benadir Court Benadir court could dispense charges from adtnatige and legal services.

85. The Auditor Generalis supposed to be charging professional fees thmmministries and the
institutions. The auditing fees charges shall dsosubject to the volumes of works. The
average monthly fees of $93 shall have differetésrdor example; line ministries could be
of uniform charge ($93) while CBS and others cduddre higher rates. This is intended to
generate adequate funds for the departments amebthenaking it independent from the
ministry of finance reliance. This effectively tsdates into making the institution
autonomous and strengthening her auditing perfocman
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86.The above figure - 11 provides the sources of negemhich each of the corresponding
ministries/integrity institutions can generate inmnth. The provisions are not beyond
collection in view of the existing potential. Thaudgetary justification for the above
estimates and potential budget analysis is to stil@ach ministry to a target revenue
generation and within spread of accounting codetenfization. The codes can however, can
be inter exchanged amongst the ministriesviatiiout missing the revenue target collection
Consequently each ministry should be subjectedréate a designated department for
collecting their respective appropriation in aiddonthly statistical report would be
necessary to gauge the progress and thereby dglifzethe best optimum realization. The
Ministry of Finance and with the approval from Dos@nd the Parliament should develop
the manual for the revenue collection, fixing tiargeable rates and subjecting the Integrity
Institutions amongst being Central Bank towardslatety annual dividends to the
government. The potential budget provisions are stohe cast as they could fluctuate
between a 30% growth and drop. In either of theueonstances the performance would be
higher than the estimates.

87.Where the potential provisions have not been revisem the estimated budget the
consistence is assumed to be within realizable ecdmFor example, ministry of public
works, ministry of industry, judiciary and departmef motor vehicles etc. The potential
revenue justification remains the same in the yejport.

88.In addition, all the budgeted donor funds must teeqvaluated as well as post evaluation by
the Parliament. This is intended to capture allepoal donor support as opposed to
concealmentA case in point is the Sudanese budgetary aid supgluch the Ministry of
Finance does not register the total amount recemedthly

Domestic Corporate Tax Revenue

89.The tier-1 cluster consists of highly revenue gatieg potentials and with a comfortable
ease of collection. Thelecommunication subsectoould be taxed from the monthly service
provisions (VAT, goods, equipment imports sourcesl @n behalf of the end market
consumers as well as from their net end year ghoftheDiaspora remittancecould be
instantaneously collected from the transmissiofi$is is a responsibility of the CBS and
who are the mandated regulators of the Hawala.Hdwala would be collecting the fees on
behalf of the CBSKhat is collectable from the export and import trangast and at the
respective of the airport and the border entry {goiiowever, other monthly taxes are
payable as they accrue and have got no relationshipthe end year corporate tax. The
potential revenue factored delecommunication, khat, and remittanaes not end year
corporate taxes but monthly accruable. The factpatntial revenue budget is based on
operational taxes which either in the form of expoimports, monthly taxes but not on end
year corporate taxes. The corporate tax is pateaend of each accounting year and from
net profit. The companies which traded the TFG were paid US,288 and US $578,695 in
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respect of the first and second half year. Therad evidence of the corporate tax amount
they paid to the governmenHowever, this has not been factored into themtal budget as

it is based on actual financial performance. Th&T$hould either empower the Auditor
General or create an independent authority forntemitoring and collection. The TFG
appears not to be exercising the monthly PAYE tamfboth the public and private sectors.
As stated earlier it is only the CBS which atterdpte enforce the recovery of their
employees but on scanty months. This is anotheznpiat source of generating domestic
revenues and which appears to be totally neglected.

Potential Donor Revenue Support
Donation from Arabia

Arab League

90.The Arab League pledged a budgetary support of tab@i $10,000,000 for each of the

91.

92.

monthly Calendar fiscal year. There is no evideoicthe support having been made to the
country. An urgent investigative Parliamentary Cattee should undertake to shed light on
the status of the otherwise, dormant donor support.

Sudan

The government of Sudan [allegedly] provides a mignbudgetary support to the TFG of
about US $1,000,000. However, there are no offibimlument availed to indicate the agreed
financial support and the intended period. The duoet if available should be tabled to
Financial Standing Committee of the Parliament.seheould confirm the basis on which a
sum of US $800,000 was made to the country. Acogrtlh senior Statehouse officials, the
amount goes directly to the Office of the Presiceamd there is no documentary evidence of
the said money being transmitted into the CenteatkBof Somalia (government custodian).
The only transmission made to the bank was US $800and as at 9/4/2011. The
investigations indicate a support of US $12,000,f0@2011. The missing financial support
is about US $11,200,000. This is a breach of tramspg accountability, and which
necessitates urgent financial investigation by Dsramd the Financial Standing Committee
of the Parliament.

United Arab Emirates (UAE)
During the month of January to June 2011 the TF@&gonent (President, Prime Minister,
and the Minister of Finance) made extensive dipkitnangagement to the UAE. The

diplomatic tours were ostensibly made for governimwmmdgetary support and which was
generally accepted, however, the pledge quaniibicafsecret] was kept between the
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93.

94.

95.

96.

government representatives and the donor count®yejUThis is in view of the fact that, the

MoF did not advise the Parliament on the detaildshef donor support and thereby being
factored into the annual budget.

The donor (UAE) support disbursement registeredhleyMinistry of Finance is only about

US $34,100,864 while investigations indicate a suppf US $60,000,000. The missing
financial support is about US $25,899,136. The BB,300,000 is however, subject to
further confirmation by the Financial Standing Coitee of the Parliament and so is the
donor actual amount recorded by the Ministry ofafice amounting to US $34,100,864.

Total Donor Support

The sum of US $122,660,000 is froexternal donor supportand some of which was
through confirmed contract agreement, however, eskth irregularities of accountability.
There were no proofs of amount received, no recelgar strategies of monitoring the
disbursements. The high potential revenue provisgian only be realized through donor
circularization confirmation. The donor received the year was only US $34,900,864 (US
$34,100,864 + US $800,000) but against a poteptiavision of US $122,660,000. The
deficit arising therefrom is US $87,759,136 andakhis material for forensic auditing. The
provision of US $122,660,000 was from the sourbesvs in figure-7.

Figure-7: External Donor Support
Bilateral

UAE
Sudan 12,000,000

Multilateral
UNDP 18,660,000
Donor Support

Capital Revenue Expenditure 32,000,000
Total

Figure — 8 shows the donor amount disbursementghéentire fiscal year. However, the

monthly gaps of non disbursements and the amowohsistencies accounts for the above
mentioned deficit of US $87,759,136. The genevakensuses by the public and from some
guarters of the government are in agreement withntlonthly donor disbursements having
been within the investigated external receipts. E\mv, as stated in the first and second half
years the external receipts of US $32,000,000 wasrasult of wrong budget reconciliation.

It was factored as a capital expenditure from ewiereceipts but the corresponding revenue
inflow was not put into the budget.

Figure — 9 is a summary of the estimates budgatahreceipts and the prospective potential
revenues. The revenue budgetary provision estgnafis US $98,568,900 but the actual
amount realized was US $58,395,820. This translates a revenue shortfall of US
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$40,173,080. The estimates provision against thepactive potential revenue is an increase
of US $173,085,484 (US $271,654,384 — US $98,588,90he latter is realizable and a
shortfall of not less than 50 percent would tratesta increased budgetary revenues.
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Figure — 1: Potential Revenue Realized From LinaiMiies

Farmaajo Administration

j February March  April  May  June  Sub-Total

Organlzatlon

Ministry of Foreign
Affairs

Immigration - $100,000 $50,000 $40,000 $190,000

Ministry of
Educatio

Ministry of Air,
QAR $6,229 $5,291 $5,122 $10,829 $5,080 $9,739  $42,290
Marine, Transpor

et 11

ngh Court

Dlstrlct
JENPP 5 0 s s [

Department 0
orsemioee oSS

Jfuell  $10,229 $5,436 $6,495 $116,945 $56,660 $51,789 $342,617

Source: MoF/CBS

July

$10,000

2,440

7,019

$19,459

August

$3,930

$60,000

5,400

4,472

$73,802

Dr. Abdiweli Administration
November December

September

2,500

7,006

$9,506

October

$150,000

6,167

$156,167

$60,000

74,911

260

$135,171

$60,000

28,820

360

130

$89,310

Sub-Total

$3,930

$340,000

10,340

128,395

620

130

$1,489

$484,904

Grand-Total

6,310

530,000

13,440

170,685

4,778
620

130

5,006

96,552

$872,521
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Budget

Figure - 9: Detailed Yearly Potential

Farmaajo Administration

January — June 2011

Dr. Abdiweli Administration
July — December 2011

Estimated Potential Revenus
Collected but not| Actual Revenue Receipts Collected but not | Actual Revenue Receipts Domestic Budget Estimates
Revenue Factored into the| Realized from the Budget| Total Revenue| Factored intothe| Realized from the Budget| Total Revenue Cluster Provision Provisions
Budget Estimates Estimates Budget Budget Estimates Estimates Budget Grand - Total (MoF)
Line Ministries Donor Domestic Donor Domestic
Ministry of Finance - - - - $1,418,400 $84,182,400
Ministry of Foreign Affairs $2,380 - - $2,380 $3,930 - - $3,930 $6,310 - 20,000
Ministry of Education 3,100 - - 3,100 10,340 - - 10,340 13,440 - 20,000
Ministry of Air, land, Ports,
Civil Aviation and Marine, 42,290 - - 42,290 128,395 - - 128,395 170,685 2,670,000 37,800,000
Transport
Ministry of Water, Mineral, - -
Energy, & Petroleum - - - - - - - 5,460,000 5,460,000
Ministry of Posts & - - - - - - - - - - 48,600,000
Information
Ministry of Agriculture & - - - - - - - - - 6,582,500 6,262,500
Livestock
Ministry of Public Works & - - - - -
Reconstruction - - - - 1,800,000 1,800,000
Ministry of Fishery & - - - - - - - - - 1,360,000 10,000,000
Environment
Ministry of Industry & - - - - - - - - - 8,498,000 8,498,000
Commerce
Ministry of Health & Public - - - - - - - - - - 30,000
Care
Institutions
Immigration 190,000 - - 190,000 340,000 - - 340,000 530,000 140,000 2,467,3p4
Judiciary Service Committe| - - - - 620 - - 620 620 120,000
Local Government (Benadi - - - - -
Administration) - - - - - 120,000
Hamarweyne District - - - - 130 - - 130 130
4,778 - - 4,778 - - - - 4,778 - 10,000
Department of Motor Vehicle 5,006 5,006 - - - - 5,006 1,860,000 1,860,000
Attorney General - - - - - - - - - 120,000 120,00¢
Office of the Auditor Genera| - - - - - - - - - - 20,000
CBS/Other Revenue 95,063 95,063 1,489 - - 1,489 96,552 - -
Domestic Revenueé = - | $12,284,327, $12,284,327 - | $10,383,108 $10,383,108 $22,667,435 $29,908,900 $207,390,204
Bilateral Assistance - | $19,133,760 - $19,133,760 $15,767,104 $15,767,104 $34,900,864 $50,000,000 $72,000,000
Multilateral (Co-managed $18,660,000 $18,660,000
UNDP)
Capital Donor Revenu - - - - - - - - = = $32,000,000
Total Revenue Budge $342,617| $19,133,760 $12,284,327 $31,760,704 $484,904| $15,767,104 $10,383,108| $26,635,116 $58,395,820 $98,568,900 $330,050,204




Figure-8] MoF/CBS
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Recorded Donor Receipts ~ RecordedDonorReceips ~  Potential Investigated Donor Support

15" Half Year 2" Half Year Grand Total Variations Remarks

Date UAE Sudan Sub-Total Date UAE Sudan Sub-Total Grand-Total UAE Sudan UAE Sudan
12/1/201
29/1/201 891,700

12/7/2011 300,000 =

28/7/2011

30/7/2011 10,000 -
~ $1501,700 Sub-Total  $5080,000 -  $5080,000  $6,581,700 ~  $5,000,000 $1,000,000 5,000,000  $1,000,000  $12,000,000  ($5418,300) Unaccounted

10/8/2011 800,000

22/8/2011 400,000

27/8/2011 400,000

29/8/2011 460,000

7/2/201
8/2/201 800,000
27/2/201

6/3/201
22/3/201 $5,000,000

4/9/2011 500,000

I 59011 500,000
: 6/9/2011 200,000
I © 692011 100,000
- 7/9/2011 100,000
I S 7@R011 50,000
- 10/9/2011 100,000
I 120011 36000
B 14/9/2011 310,000
I 1502011 40000
- 19/9/2011 110,000
I 259011 420000
B 26/9/2011 560,000
I o 28/9R011 170,000
- 20/9/2011 120,000
- $5,960,500 ~ $5960,500 Sub-Total  $4,316000 $4316000 $10276500 $5000,000 $1,000,000 5,000,000 ~ $1,000,000 12,000,000  ($1,723,500) Unaccounted
9/412011 ] 1102011 $130045
- $800,000 $800,000 Sub-Total  $130,045 $130,045 $930,045 $5,000,000 $1,000,000 5000000  $1,000000 12,000,000  ($11,069,955) Unaccounted
I ]
[EEO® ~ $1,075,000
L 00 0 I ey oy
8/5/201 410,000
JETZREE] [NE000,000 M e e T T S e
21/5/201 300,000
PZIETZONE] [S700,000 N I s e e T T T T e ——
26/5/201 475,000
T 8 22 2 O sy sy e
$4,961,778 - $4,961,778  Sub-total $2,000 $2,000 $4,963,778 $5,000,000 $1,000,000 5,000,000  $1,000,000 12,000,000  ($7,036,222) Unaccounted
I ! (f ! f{f { { f{ ! f{ ] [ ]
! ! ! ! f ! [ ! ! [ ] [ ] [ |

Sub-total
Sub-total
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Farmaajo Administration Dr. Abdiweli Administration

__—
| Date | UAE | Sudan [ Sub-Total [ Date | UAE | Sudan | Sub-Total | Grand-Total | 1° Half-Year
— _______________
$1,000,000 7/12/2011 $96,059
_______________
1,782 21/12/2011 1,970,000

_————_—————————
200,000
_————_—————————
150,000
———_—_—————————
200,000
_————_—————————
400,000
———_—_—————————
200,000
_————_—————————

SlillRleEl - $3,869,782 = $3,869,782  Sub-total $3,093,059 = $3,093,059 $6,962,841 $5,000,000 $1,000,000 5,000,000 $1,000,000 12,000,000 ($5,037,159) Unaccounted
UNDP - $18,660,000 $18,660,000

capltal i ---------------
Net Effect
Variations $34,900,864 $122,660,000 ($87,759,136) Unaccounted
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Table — 4: ltemization

Ministry of Finance 2101 Wages & Salaries (Public Sector) 426,900 426,900

2103 Profit Tax from Business (non-corporate) 775,500 775,500

2105 Taxes on Interest

2107 Rental Income

2501 Stamp sales

2503 Stamp duty on house sales

Remittances (Diaspora) S 45,000,000

Fees & Penalties (Taxes) 40,000

Sub-total 1,418,400 1,482,400 $ 82,700,000 84,182,400

Ministry of Foreign Affairs Overseas Documentations 20,000 20,000

Ministry of Air, land, Ports & Marine Transport 2703 Airport & Harbour Fees 2,520,000 36,000,000

Sub-total 2,670,000 $ 37,800,000 37,800,000

Ministry of Water, Mineral, Energy & Petrol 2201 Petroleum & its product 1,000,000 1,000,000

2304 Mineral water/bottled water 60,000 60,000

Sub-total 5,460,000 5,460,000 5,460,000
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Ministry of Posts & Information 2401 Telecommunication S 48,600,000 48,600,000

Ministry of Agriculture & Livestock 2202 Sugar (Excise Tax)

2207 Tobacco Products (excise tax) 250,000 250,000

2302 Sugar (Sales Tax)

2310 Tobacco Products (sales tax) 400,000 400,000

2606 Import Tax on tobacco 1,200,000 1,200,000

2610 Cereal Product 300,000 300,000

2615 Tea/Coffee (foreign trade taxes & duties 350,000 350,000

2619 poultry & edible offal

Sub-total 6,582,500 6,262,500 6,262,500

Ministry of Public Works & Reconstruction 2620 Building Material 1,800,000 1,800,000 1,800,000

Ministry of Fishery & Environment 2617 Licensing Fees and Plastic Material 1,360,000 $ 10,000,000 10,000,000

Ministry of Industry & Commerce 2204 Soft Drink (excise tax) 100,000 100,000

2210 Electronic Material (excise tax) 200,000 200,000

2213 Plastic Product 300,000 300,000

2306 leather & leather product

2308 Electronic Material (sales tax) 300,000 300,000

Customs duty on import & export goods 2,000,000 2,000,000
I S B

2608 Flour 600,000 600,000
. ass ceme . smomo  oso00 -

2611 Vegetable oils 400,000 400,000
21 somsceaningproduct(foreigntrade taxes&uties] 430000 4300 -

2614 Footwear 750,000 750,000
s mbetees  amoeo  awo0 -

2621 Electronic Material (foreign trade taxes & duties) 768,000 768,000
___—__—

2623 Cosmetic & Perfume (foreign trade taxes & duties) 420,000 420,000
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Ministry of Health & Public Care 30,000 30,000

Motor Vehicle Department 2203 Road vehicle (salon) - excise tax 240,000

sub-total 1,860,000 1,860,000

Attorney General 2701 Administrative Charges 120,000

120,000 120,000

60,000 120,000

Auditor General Professional Fees

Judiciary 120,000

Bilateral 50,000,000 72,000,000

Capital Expenditure 32,000,000

Grand - Total 98,568,900 330,050,204
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The chief characteristic of the figure — 8 are:
Scenario - 1

I.  TFG’s estimated budgetary provision for bilateral assistanse W& $50,000,000, but
the actual amount received was only US $34,900,864. The deficit arishedrdne is
US $15,099,136 and which translates into 70% performance and 30% deficit;
[I.  There were no recorded receipts from the multilateral support (UNDP);
lll. TFG’s total estimates budgetary donor support provision should have been US
$100,660,000. (US $50,000,000 + US $18,660,000 + US $32,000,000);
IV. US $32,000,000 was wrongly factored as an external donor support but without the
corresponding inflow of receipts;
V. The overall donor receipts performance for the year was eitddf $65,759,136 (US
$100,660,000 — US $34,900,864;
VI.  The above translates into a revenue donor performance of 35% and Gblo(O&
$34,900,864/US $100,660,000).

The above is in respect of the budgetary records maintained by the TFG.

Scenario - 2

The investigated total donor support is
. US $122,660,000;
Il.  UAE pledged an annual contribution of US $60,000,000
[ll.  Sudan pledged an annual contribution of US $12,000,000
IV.  Multilateral support an annual contribution of US $18,660,000
V.  Unknown donor pledged capital revenue of US $32,000,000
VI.  The overall deviation from the potential budget and the actual reésiptS $87,759,136
(US $122,660,000 — US $34,900,864);
VIl.  The above translates into 28% performance and 72% deficit.

The investigation considered the multilateral provisions as providéaeb/FG budget, adjusted
the capital expenditure with a corresponding inflow of receipts badbtlateral assistance
support was factored on public/government consensus thoughts. The TFG shbeldvant of
doubt counter challenge the investigations with documentary proofs of evidence.
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Conclusive Remarks

97.

It appears that the Ministry of Finance, Accountant General,t&wu@eneral and the Central
Bank are lacking the financial capacity to contain the irregigds and the willing drive to
outsource for external assistance. In view of this, all the fiaamegularities and budgetary
discrepancies should be brought to the attention of the Financial i@@@dmmittee of the
Parliament, Donors and thereby legislating and formulating tiem repeat occurrences.
This should be effective from the subsequent budget of January 2012.

98.This is a gross public financial mismanagement and which is abared by fraud

99.

misappropriation. To state otherwise is for the Ministry of Finance to &eaibtlowing:

Payment voucher;

Receipts inventory of assets acquired,;

Progress report on constructions of buildings (mesidential);

Progress report on capacity buildings, and

Monthly payroll for the civil servants

If the Ministry of Finance drew checks in favor edch ministry and for the total

allocated budget;

Accountability of the funds by each ministry andedkected in the budget;

Both budgetary over/under funding should be veatiigainst the Ministries and Ministry

of Finance;

9. The current status of the Accountant General anditdu General on a financial
reporting (Jan — December 2011);

10.To question all the senior civil servants who wetthdrawing the cash payment and the
sources of authorization.

11.The donor disbursements register.

oghkwnNpE
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Besides the above, an investigative Parliamentary Committea gaodlance of a financial
analyst should be urgently constituted for the evaluating the cowrgent financial status of
all the expenditures and to the tune of US 54,628,375 as at 31th Decembeit 2(iikears
the Ministry of Finance which is solely responsible for formutatimancial management
guidelines to all the ministry has not lived up to the requiresthnieal standards of
management. The Office of the Accountant General and the Auditorabdmne mandated
government watchdogs on public financial accountability also wamstingp having been
compromised in the malpractices. Indeed, the Ministry of Finance pmrérdier budget
allocation of US $876,000 by US $22,602,494. It is inconceivable how the watchdogs did not
guestion the over expenditure and which possibly had not being approves Pgriament.
In the absence of any credible counter-challenge,Dieor Community and Financial
Standing Committee of the Parliamestiould subject all of them into forensic financial
investigations.
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